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The Guaranty of Bank ke 


By FRANK J. WIKOFF 


President Tradesmens National Bank of Oklahoma City, Oklahoma 


Oklahoma’s Experience with the Law Enacted by Its First Legislature. At the Outset 
When Times Were Prosperous the Plan Seemingly Worked Well and Attracted Busi- 


ness from Neighboring States. 
Could Shake the Faith of the Average Citizen. 


Bis year 1907 will be remem- 


bered as a time in which the 
_ utter inadequacy of our for- 
mer currency system was acutely 
demonstrated. Banks all over the 
country were temporarily closed 
from lack of ability to get currency 
to meet the needs of commerce. A 
national election was coming on 
and, in keeping with his practice, 
William Jennings Bryan announced 
the paramount issue of that cam- 
paign to be the guaranty of bank 
deposits. 

Oklahoma was just achieving 
statehood, and her first legislature 
and governor under _ statehood 
enacted and put into effect a com- 
plete, mutual, compulsory and un- 
limited guaranty of deposits law. 

The Indian Territory half of the 
new state, which had just been taken 
in, contained many banks which had 
been under no supervision, and 
these, together with all the state 
banks in the Oklahoma Territory 
half of the state, were quickly ex- 
amined and put into the system. 

The theory advanced at the time 
was that while a mutual guaranty 
by a small number of banks might 
fail, a large number would succeed 
on the law of averages. This fur- 
nished the prevailing argument for 
a compulsory law. 


The law from the start was 
treated as something of a political 
asset, and party interest, as well as 
discussion between the state and 
national interests, occasioned much 
contention. In the towns and 
small cities a great many national 
banks converted into state banks to 
get in. In a very few instances in 
large cities state banks converted 
into national to escape it. The law 
provided for two-fifths of 1 per 
cent. annual assessments against all 
the deposits of state banks to create 
the fund, with authority on the part 
of the Banking Board to levy spe- 
cial assessments, not exceeding two- 
fifths of 1 per cent. in any one year 
in addition if found necessary to 
replenish the fund. The board was 
created by appointment by the gov- 
ernor of three bankers from a list 
of nine submitted by a state bankers 
association, which was provided for 
by law. The bank commissioner 
was to be chosen from three names 
submitted to the governor by the 
association. This latter provision 
was of doubtful constitutionality 
and was repealed in 1915. At the 
time of its enactment there were 494 
state banks and 309 nationals in the 
state. By the close of 1910 there 
were 695 state banks, while the na- 
tionals had decreased to 229. At 
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During the Years of Its Apparent Success Nothing 
Danger of Unlimited Guarantees 


the present date there are about 500 
state banks and about 420 or 425 
nationals, but the figures are chang- 
ing daily, 

The year 1908 was prosperous ; 
all went well, and the system became 
popular. Deposits flowed into the 
state banks from all over the coun- 
try, particularly from along the bor- 
der in the adjoining states of Kansas 
and Texas. These banks, to stop 
the exodus, asked their legislatures 
to enact guaranty laws, with the 
result that Kansas, in 1909; Texas, 
in 1910, and Nebraska, in 1911, did 
so, making them, however, optional 
instead of compulsory, surrounding 
them by safeguards, and, following 
the principle underlying safe surety- 
ship, made it difficult to get in and 
easy to get out, instead of easy to 
get in and difficult to get out, as in 
Oklahoma. 

Common interest caused country 
state banks to keep their balances 
with the state banks in reserve 
cities, and the Columbia Bank and 
Trust Company, a state bank in 
Oklahoma City, quickly grew to be 
the largest in deposits in the state. 
Its president was an oil man from 
Bartlesville, ambitious to own banks 
but with no great ability as a banker. 
In October, 1909, it was elosed, and 
the guaranty fund promptly paid its 
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deposits of over $2,000,000 by mak- 
ing special assessments and issuing 
warrants. 

This was followed by a general 
depression in 1910, poor crops 
throughout Oklahoma and _ the 
Southwest, and the end of a real 
estate boom in Oklahoma City, 
causing three or four more failures 
of large state banks in the city and 
several smaller ones throughout the 
state. Before general recovery be- 
gan in 1914, there had been a total 
collected into and paid out of the 
fund of over $4,000,000, and there 
were outstanding warrants against 
the fund, in the hands of banks 
which had liquidated failed banks, 
of nearly a million dollars. The 
war period coming on, with greatly 
increased deposits and general pros- 
perity, early in 1920 the fund got 
out of debt and had a small balance 
on hand. 


Withdrawals Begin 


When its official statement early 
in 1920 showed a balance, with all 
outstanding warrants paid, which 
was the first time this condition 
existed in over ten years, our own 
institution, then the largest state 
bank in the state, decided to with- 
draw, and was converted into a na- 
tional bank by paying its current 
assessment due March 1 of each 
year. Few others of any conse- 
quence, however, converted until in 
1921, when deflation got under 
way, and state banks began to fail 
rapidly. These failures were prob- 
ably attributable to the fact that, 
during war prosperity, small state 
banks, under the guaranty system, 
had gained great deposits and at- 
tempted to take care of large lines 
of credit. In many instances the 
banker had been unaccustomed to 
handling large affairs, and the guar- 
anty law had put into his hands 
funds he did not acquire on his own 
merits and had not earned the abil- 
ity or experience to handle. In most 
cases their difficulties came from 
large credits extended to heavy 
operators in either oil, grain, cotton 
or cattle. 

Conversions now came thick and 
fast, but with each succeeding case 
the fund getting deeper and deeper 
into debt, the getting out was more 


difficult and costly. To leave the 
system a bank had to pay its pro 
rata share of outstanding indebted- 
ness, and there were instances in 
which a large state bank, on con- 
verting, paid over $30,000 to get 
out. Even then it is not certain 
that all lawful liability is discharged. 
To insure the fund against banks 
escaping their full liability, either 
by converting or becoming insol- 
vent, the law provides that each 
bank must always maintain good 
securities in the hands of the 
Banking Board equal to 1 per cent. 
of its average deposits. On conver- 
sion these are, of course, forfeited 
if the bank does not pay its liability. 
If its debt to the fund exceeds its 
securities pledged, many good at- 
torneys contend that the Banking 
Board can compel continuing pay- 
ment of assessments after conver- 
sion until the balance of its pro rata 
portion of the debt is paid. 


The problem now seriously con- 
fronting the Oklahoma lawmakers, 
in view of the fact that it took 
nearly ten years and the flush period 
of the war, with the number of state 
banks in much greater proportion 
than at present, to clear up an in- 
debtedness of less than a million 
dollars, is how a plan can be de- 
vised and how long a time will it 
take, with the number of state banks 
greatly reduced and with confidence 
in the law much shaken, to pay off 
a net indebtedness of over $5,000,- 
000 


The Banking Board issued war- 
rants to other banks willing to 
accept them, either through proc- 


What the Law Is 


“While called a guaranty of 
deposits law, it really is insur- 
ance, in which the premiums are 
paid by the insurance company 
instead of by the beneficiaries, 
and the good bear all the losses 
while the bad, who cause them, 
often profit instead of lose by the 
transaction. No insurance scheme 
has ever been successful with all 
the risks written at the same rate, 
and history discloses an uninter- 
rupted line of mutual flat rate 
insurance failures. 

“This also raises the question 
of whether it is sound, either 
economically or morally, for the 
beneficiary of insurance to carry 
no part of the risk and bear no 
part of the cost.” 


esses for reorganization, the forma- 
tion of a new state bank, or for the 
sake of saving this situation in their 
community, until over $2,500,000 of 
such warrants had been issued. 
Banks continued to fail, and the 
commissioner became unable to find 
institutions which would take the 
warrants to liquidate them. The 
law originally intended that the 
warrants should be issued directly 
to the depositor, each for his re- 
spective deposit, and that they 
should be paid serially in the order 
in which issued, and the depositor 
could use them as he pleased. The 
earliest administrations, however, 
wishing to demonstrate the efficacy 
of the guaranty law, chose to pay 
the depositors in cash by organizing 
a new bank which would take the 
warrants and assume the deposits. 
This practice was followed, there- 
fore, as long as it was possible. 
After it became impossible, the com- 
missioner began appointing liqui- 
dating agents and the board de- 
clined to issue warrants against the 
guaranty fund to depositors until 
as much as possible had been paid 
out of the bank’s assets. 


$3,000,000 in Obligations 


At the present time, under this 
plan, considerably over $3,000,000 
of obligations to depositors exists 
against the guaranty fund for which 
no warrants have been issued, mak- 
ing a total indebtedness of around 
$6,000,000. The board has on hand 
considerably over that sum in nomi- 
nal assets from failed banks which 
has some value, but probably not 
totaling an average of fifteen cents 
on the dollar. This situation devel- 
oped a singular phase of human 
nature. So long as depositors were 
promptly paid it was utterly im- 
possible to punish the crooked state 
banker ; on the contrary, he was well 
regarded locally, usually considered 
some sort of martyr, and in a few 
instances was greatly praised, par- 
ticularly by the farmers, for having 
caused a large sum of money from 
the guaranty fund tobe distributed 
liberally in the community. 

As soon as the guaranty fund 
ceased to promptly pay the deposi- 
tors of a failed bank, a clamoring 
for grand juries and demands for 
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drastic punishment of everybody 
connected with the bank, arose. 

A threatened failure at Okmulgee 
was temporarily averted by merging 
it into another state bank there, 
supposed to be in stronger condi- 
tion. Shortly thereafter the merged 
institution had to be closed. A 
grand jury was convened and about 
a dozen men connected with the 
banks merged were indicted, the 
Governor of the state and Bank 
Commissioner included. The latter 
resigned and left the state in haste. 
His present whereabouts is reported 
to be unknown by officers holding 
the warrant. 


Public Had Faith 


During the years of its apparent 
success, nothing could shake the 
faith of the average citizen in the 
law and its efficacy. Especially was 
this true in the smaller places. No 
bank was ever closed except by the 
commissioner, or by voluntary act 
of its officers. Nothing could pro- 
duce a run and no published state- 
ment of conditions, regardless of 
how bad a showing it made, seemed 
to arouse the least anxiety in the 
minds of depositors. 

But now, since it has failed to 
work, every state bank is under a 
cloud, and in many communities a 
struggle is going on equal, almost, 
to that produced by panicky condi- 
tions. Hundreds of state banks in 
Oklahoma, as well and carefully 
managed as any in the country, are 
struggling with this condition, 
brought about by lost confidence in 
the system. Having businesses 
built inevitably, in large measure, 
on faith in the guaranty law, it will 
take years of patient effort to re- 
build them on the foundation all 
other successful businesses are built 
upon. (In making this statement 
it is assumed that all intelligent 
people agree that the banking busi- 
ness, like any other business—after 
all else is said and done—depends 
for its success and safety almost 
wholly upon the ability and integ- 
rity of the men who manage it.) 

In very many cases this dilemma 
is being solved by nationalizing. 
Everyone knows that at the time of 
nationalizing a bank must be safe 


and sound or its conversion would 
not be permitted. Ina great many 
communities, however, local condi- 
tions do not warrant this course, 
and so several hundred state banks 
must necessarily remain in the sys- 
tem and fight it out as best they can. 
I do not mean by this to infer that 
under normal conditions national 
banks or bankers are safer or bet- 
ter than state banks and bankers, 
but that the unlimited guaranty law 
brings about conditions which re- 
sult in disaster to a banking system, 
seems almost proven by the fact that 
during the period of fourteen years 
the guaranty law has been in oper- 
ation in this state, less than a dozen 
national banks have been closed, and 
unless the two in the state now in 
the hands of the Comptroller—one 
a large one at Ardmore, and the 
other a very small one at Hastings 
—fail to reopen and cause consider- 
able loss, there have been no losses 
to speak of to depositors in national 
banks in the whole period; on the 
other hand, there have been more 
than a hundred failures of state 
banks, and the losses the guaranty 
fund has actually paid, together 
with existing indebtedness yet to be 
paid by present and future state 
banks or lost by depositors, are 


over $10,000,000. 


Induces Failures 


To illustrate why an unlimited 
guaranty of deposits law induces 
bank failures, there are instances in 
this state in which men ran state 
banks for several years prior to the 
guaranty law and made no progress 
from sheer inability to get deposits 
on their own merits who, immedi- 
ately after the passage of the guar- 


Present Problem 


The problem now seriously con- 
fronting the Oklahoma _§law- 


makers, in view of the fact that 
it took nearly ten years and the 
flush period of the war, with the 
number of state banks in much 
greater proportion than at pres- 


ent, to clear up an indebtedness 
of less than a million dollars, is 
how a plan can be devised and 
how long a time will it take, with 
the number of state banks greatly 
reduced and with confidence in 
the law much shaken, to pay off 
a net indebtedness of over 
$5,000,000? 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 3 


anty law, organized state banks in 
the same communities, acquired de- 
posits as readily as any bank, ran 
with apparent success for several 
years, were taken charge of by the 
Bank Commissioner, and the fail- 
ures cost the guaranty fund con- 
siderable sums. In fact, it has 
developed, under its workings, that 
the community in general has little 
interest in, or concern about, the 
character of the management in 
banks ; all state banks were of equal 
standing, and the most liberal 
banker got the business. When, as 
a result of too great liberality, his 
bank fails, his careful and com- 
petent competitor across the street 
who, by reason of his conservative 
methods lost the business, has to dig 
up from his hard-earned profits and 
help pay the loss; in short, it puts 
a premium upon reckless banking 
and conservatism is at a discount. 


Banking in Politics 


It puts the banking business into 
politics, and at this time the guar- 
anty laws is a bone of contention in 
a political campaign for the election 
of state officers and a legislature. 

In every legislature since its 
enactment, new devices and provi- 
sions of law have been proposed and 
many enacted which are solely for 
the protection of the guaranty fund, 
as from time to time the weak spots 
in its fabric have developed. Few, 
if any, laws have been proposed or 
passed having for their object the 
extending of or improving the field 
of usefulness of the banking busi- 
ness as such, or the protection of 
the conservative banker and stock- 
holder. 

The bankers, however, secured 
one amendment in 1915 for their 
protection. It provides that only 
one-fifth of 1 per cent. may be levied 
in any one year, and does away with 
power to levy special assessments. 
It provides also that if the fund 
ever accumulated a sum on hand 
equal to 2 per cent. of the average 
deposits, no further levies could be 
made except to restore it to that 
amount. As the fund has never had 
a net balance but once in its his- 
tory, this provision has never func- 
tioned. As this levy will not yield 
enough to pay the interest on the 
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indebtedness, it is evident that un- 
less the law is changed the debt will 
never be reduced. 

While called a guaranty of de- 
posits law, it really is insurance, in 
which the premiums are paid by 
the insurance company instead of 
by the beneficiaries, and the good 
bear all the losses while the bad, 
who cause them, often profit instead 
of lose by the transaction. No in- 
surance scheme has ever been suc- 
cessful with all risks 
written at the same 
rate, and history 
discloses an unin- 
terrupted line of 
mutual flat-rate in- 
surance failures. 

This also raises 
the question of 
whether it is sound, 
either economically 
or morally, for the 
beneficiary of insur- 
ance to carry no part 
of the risk and bear 
no part of the cost. 

A large part of 
the element of 
weakness would be 
eliminated if inter- 
est-bearing depos- 
its were excluded 
entirely from the 
benefit of the law. 
The guaranty law 
not only induces 
men to go into the 
banking business 
who otherwise 
would not attempt 
it, but such men 
immediately begin 
to find ways to use 
the law as security 
on which to borrow 
money through the 
means of certifi- 
cates of deposit. 


This menace caused the provision 
of law to be enacted which gave the 
Bank Commissioner power to fix 
the maximum rate of interest 
permissible to be paid upon a 
guaranteed certificate of deposit, 
and while this mitigated the evil, 
many of the losses have since 
been occasioned through the 


banker’s carrying on this practice 
extensively, by means of side deals 
or partnership arrangements in 


GEO. F. BAKER 


which any necessary rate was paid 
above the lawful rate. 

Granting that guaranty of de- 
posits laws are defensible, why 
should interest-bearing deposits be 
guaranteed? The only logical argu- 
ment for any guaranty of deposits 
is to prevent disturbance of business 
through periodic shattering of con- 
fidence, and to prevent hoarding. 
It is not necessary to guarantee in- 
terest-bearing bank balances or time 
certificates of de- 
posit, which are in 
truth nothing but 
promissory notes, 
in order to serve 
these purposes. 
The attempt to do 
this is probably 
responsible for 
more than half of 
the unfortunate 
results in Okla- 
homa. 

This article was 
written at the re- 
quest of the Com- 
mittee on State 
Legislation of the 
American Bankers 
Association, not 
with any intention 
to censure or the 
expectation of aid- 
ing to solve the 
Oklahoma sit ua- 
tion, but merely 
with the hope that 
in relating these 
experiences some 
light «may she 
thrown on the path- 
way of those who, 
in other states, are 
facing the demands 
of politicians and 
panacea-makers for 
unlimited compul- 
sory mutual guar- 
anty of bank 
deposits laws. 


Paul Thompson 


George F. Baker's Gifts 


Within recent weeks public an- 
nouncement has been made of two 
important gifts by George F. Baker, 
chairman of the board of directors 
of the First National Bank of New 
York City. The first was a donation 
of $1,000,000 to the Metropolitan 
Museum of Art in the form of an 
endowment fund. The second was 
$500,000 to the Society of the New 


York Hospital, in which he has for 
years taken an active interest. With 
this $500,000 and a previous uncon- 
ditional gift of $250,000 the hospital 
has established the George F. Baker 
Endowment Fund. 

Mr. Baker was Treasurer of the 
American Bankers Association 
from 1875 to 1894. 

Between 1910 and 1920 the pop- 


ulation of the United States in- 
creased 14.9 per cent., while the 
acreage of improved farm land in- 
creased only 5.1 per cent. The pro- 
portion of people living in the coun- 
try has shrunk in 20 years from 60 
per cent. to 48.6 per cent. The ten- 
dency to shift from the country to 
the city seems to be steadily pro- 
gressing—F, H. NEwe wt. 
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Ottawa, the Capital of the Greater Part of North America 


Closer Working Relations with Canada 


By THOMAS B. McADAMS 


President of the American Bankers Association 


HEN we speak of foreign 
\ \ trade—that portion of our 

commerce which absorbs our 
surplus production and through its 
development gives increased en- 
couragement to the growth of 
American industry and agriculture 
—are we not too apt to look far 
afield, to consider it almost en- 
tirely in terms of what Europe and 
the Orient can absorb and under 
present conditions pay for? It 
seems to me we can at this time 
with propriety give careful consid- 
eration to those countries near at 
hand and estimate what advantage 
will accrue from the development of 
a close commercial alliance with the 
growing nations to the north and 
south of us on this great American 
continent. Especially, at this time, 
does this thought apply with seem- 
ing force to the encouragement of 
closer working relations with Can- 
ada—our neighbor to the north— 
separated from us by an invisible 
barrier, whose people speak our own 
language and who are stimulated 
by the same ideals, the same liberty- 


loving sentiments, the same under- 
lying business creeds as those which 
are fundamental to prosperity in the 
United States. 

Why should it not be possible to 


develop a trade relation with these 


sympathetic friends, which through- 
out the years will prove profitable 
from a dollars and cents standpoint 
and especially rich in the cultivation 
of friendship and the strengthening 
of the natural commercial and 
financial interest we each have in 
the other’s welfare? 

It would seem desirable at this 
time, when both countries are 
emerging from the after-war up- 
heaval and when the trade routes 
of the world are being recon- 
structed, to study intelligently the 
general question of reciprocal rela- 
tions which received its original im- 
petus during the administration of 
Mr. Taft. Unquestionably changed 
conditions make necessary modifica- 
tions of the original suggestion, but 
they do not in any way affect the 
desirability of making at once a 
critical analysis of the whole situa- 


tion that some plan may be worked 
out which will bring the peoples of 
these two great English-speaking 
nations closer together socially and 
commercially that we may each in 
the future play a greater part in the 
development of the other’s activi- 
ties. 

We hear protests against such a 
suggestion based upon the compe- 
tition which would ensue through 
Canadian and American wheat com- 
ing into competition with each other 
and affecting the respective local 
markets. Whether or not there be 
a reciprocal treatment of each 
other’s products, it is inevitable that 
such portion of Canada’s production 
of 300,000,000 bushels of wheat as 
may not be needed for home con- 
sumption will come into direct com- 
petition with the United States in 
supplying the food demand of the 
world. There is just so much 
wheat and the price at home must 
be affected by the total available for 
consumption. As both countries 
produce a surplus and as upon us 
jointly at present there is the bur- 
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Montreal Harbor, One of the Largest Ports in North America Though 500 Miles From the Ocean 


den of supplying the markets of the 
world, is it not reasonable to as- 
sume that a working agreement be- 
tween Canada and the United 
States for the world supply of 
wheat and other agricultural com- 
modities could be made sufficiently 
profitable to offset many times any 
temporary effect reciprocity might 
have upon our local markets? 

Furthermore, just as the indus- 
trial activity of the two countries 
is largely dependent upon the sta- 
bility and prosperity of agriculture, 
so, too, in their turn are the profits 
of agriculture affected by the ex- 
tent to which men are actively em- 
ployed in the daily routine of 
industrial development. The circle 
is a complete one and emphasizes 
the dependence of every class of 
citizenship upon the work and the 
earning ability of the others. 

If, therefore, in mutually build- 
ing up the industries of the two 
countries we can stimulate a de- 
mand for the products each is able 
to produce to advantage, we will 
bring added profits to every phase 
of American and Canadian life. 
Already 75 per cent. of Canada’s 
imports are obtained from this 
country, but will this not have a 
tendency to decrease if Canada is 
forced to establish more liberal 


trade relations with other countries 
than we are willing to offer? During 
the recent past she has established 
preferential marketing agreements 
with the British West Indies, South 
Africa and other subdivisions of 
the British Empire, and it would 
seem likely the more she sells these 
peoples the more she will look to 
them for the commodities they can 
supply, which policy will neces- 
sarily affect the volume of Cana- 
dian-American business. 

We have no tariff wall between 
South Dakota and Kansas, and yet 
the development of the great wheat- 
producing section of our own 
Northwest has not decreased either 
the activity or the average pros- 
perity of the wheat growers in other 
sections of the country—rather has 
it stimulated the wheat-raising in- 
dustry by enabling the United 
States to continue to raise more 
wheat than can be absorbed by our 
growing population and giving us 
the privilege of being the great food- 
supplying nation of the world. 

We are at present suffering from 
the erection of an unnatural trade 
barrier where no physical or per- 
sonal dividing line exists, and 
whether or not it be wise to do 
away with this altogether or simply 
modify it, the question is assuredly 


worthy of consideration as to the 
basis upon which we can build with 
safety a closer relationship and do 
away with any possibility of com- 
mercial estrangement resulting from 
each of us encouraging the other 
to seek other outlets for its pro- 
duction than the naturat one closest 
to its doors. 

The 11,000,000 people of Canada 
closely working in a spirit of inter- 
national cooperation with our pop- 
ulation—nearly ten times as great 
—can produce results in the terms 
of world supply, world service and 
national prosperity which will out- 
weigh many times any temporary 
inconvenience or loss which may be 
incurred during the transitory pe- 
riod of evolution from present con- 
ditions of commercial independence 
to a future of cooperative develop- 
ment. 

Shall we encourage isolation, 
which can only result in loss to 
both countries, or shall we map 
out a broad-minded partnership un- 
der which Canada and America can 
work hand in hand in the develop- 
ment of the other’s resources, the 
broadening of their mutual business 
relations and unitedly cooperate in 
bringing to North America the 
trade of the world? 


12,358 New Accounts in 8 Months 


By CRAIG B. HAZLEWOOD 


Vice-President Union Trust Company, Chicago 


The Management Put on a Big Drive for Savings Customers. 


The Employees Re- 


sponded by Meeting Their Quota Over 240%; and the New Accounts Averaged $40 


new business cannot, of 

course, be measured by the 
number or value of new accounts 
alone, however satisfactory these 
results may be. The effect on the 
organization, the cost of the cam- 
paign, and many other factors must 
also be considered. In our drive 
for new savings accounts we had 
such _ good all- 
around results that 
the ideas that help- 
ed us may, per- 
haps, be used 
profitably by others 
in other lines of 
business as well as 
in banking. 

Many other 
banks in our city 
had held savings 
drives during the 
year, often with the 
assistancd of a so- 
liciting agency. 
We had three mo- 
tives in conducting 
our drive for busi- 
ness through our 
employees. First, 
our employees as 
actual representa- 
tives of the bank 
would make the 
MO stu loo oat 
solicitors for new accounts. 
Second, we wanted our employees, 
who are responsible .for new ac- 
counts, to benefit by this expendi- 
ture. Third, we felt that this 
campaign would bring to our 
attention special qualities of initia- 
tive and perseverance among our 
staff, in addition to those furnished 
by the routine of bank duties. 

A committee of three was ap- 
pointed, composed of the manager 
of the new business department, 
the manager of the savings depart- 
ment, and the publicity manager, 
to supervise the general policy and 
progress of the drive. This com- 
mittee in turn appointed one of our 
junior officers executive secretary 
of the campaign, placing the man- 


le I HE success of a campaign for 


some currency. 


Reprinted by courtesy of System 


agement of it on his shoulders, and 
holding him responsible for execut- 
ing the plans of the committee. 
That every employee might know 
everything he should about the cam- 
paign, a small 12-page pamphlet was 
issued containing complete informa- 
tion about the objective, the prizes, 
the bonuses for new accounts, the 
conditions and the rules. Talking 


EMPLOYEES SEIZED EVERY OPPORTUNITY TO GET ACCOUNTS 


One man, for example, had occasion during the campaign to use a taxicab in delivering 


At the end of the trip, after paying his fare, he persuaded the driver to 


open a savings account! 


points that the man getting new ac- 
counts could use were also included. 

Three factors were determined 
upon as important to the success of 
the campaign: the cooperation of 
our officers, small working units or 
“teams,” and constant publicity. To 
utilize these factors, it was decided 
to appoint each of 20 officers “cap- 
tain’ Of one iofwz0eteams. «Pach 
team was composed of the captain, 
a “lieutenant,” and 15 members, the 
lieutenant bearing the brunt of the 
active work, but directed and en- 
couraged by the captain. On some 
of the teams two, three, or four 
lieutenants were appointed, with 
very good results. All men and 
women in our employ at the start 
of the campaign were included on 
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these teams. The president, as a 
bank officer, was one of the team 
captains; the janitor was a team 
member. We found selling ability 
where we least expected it. Some 
men who never came in contact 
with the public in their usual work 
made remarkable records. Teams 
were made up with the aim to dis- 
tribute equally the employees of 
every department 
throughout the 
teams. Officers 
drew their teams 
by lot. 

The publici- 
ty was effected by 
the placing in four 
conspicuous places 
in the bank of four 
large score-boards, 
which registered 
the daily standing 
of the 20 teams in 
accordance with 
the number of ac- 
counts brought in. 
In addition, posters 
were used from 
time to time, and a 
campaign bulletin 
issued at least once 
each week, and 
oftener when oc- 
casion demanded. 

The committee 
worked out detailed plans for the 
campaign. For example, it seemed 
best to solicit commercial customers 
of the bank so that they would not 
be annoyed by having a dozen peo- 
ple ask them to start a savings 
account. The committee handled 
this by having our commercial cus- 
tomers’ list run off on the address- 
ing machine and an equal number of 
names assigned to each team by lot. 

We tried to have as few rules as 
possible. The few we had are self- 
explanatory. They appear here as 
they were published in the booklet 
for our employees: 


Rules 


None of the officers nor_ any members 
of the Savings Campaign Committee can 
participate in the prizes. 
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Only new accounts, introduced or 
secured through effort of individual 
contestant will be credited. : 

Awards will be made upon the basis 
of initial deposits, but no account which 
is closed within 30 days of date of open- 
ing will be credited to any contestant. 

No credit can be transferred from one 
employee to another nor can a group of 
employees work for the credit of one or 
more individuals. 

No account on the books of the Union 
Trust Company 30 days prior to the 
beginning of this campaign which is 
subsequently closed and reopened will be 
considered a new account. 

It is believed that a spirit of sports- 
manship will govern the contest and that 
technical and complex rulings should be 
avoided; but the right is reserved to 
make additional rules as required during 
the progress of the campaign. 

Decision by the Savings Campaign 
Committee shall be final upon the status 
of any account offered for credit, and 
upon any contested point arising during 
the campaign. 

Employees leaving the employ of the 
bank during the campaign may secure 
payment after the close of the contest 
for business obtained, but shall not be 
entitled to the award of any prize. 


Cost was, of course, an important 
element in our decision about pub- 
licity methods and the prizes to be 
given. 

Careful estimates of the probable 
results were made. We started out 
to secure 5,000 new accounts and 
decided that to do this we would be 
justified in spending $5,000. This 
expense of $1 an account would be 
very reasonable. It would, for in- 
stance, compare well with the cost 
of obtaining similar _ business 
through any other method of merit. 
With this idea of the total expense 
and with our publicity plans in 
mind we set the commissions and 
prizes we would pay. 

For the teams obtaining the larg- 
est number of accounts during the 
campaign the prizes offered were: 
First, $150; second, $100; and 
third, $75. Prizes were also given 
to the teams bringing in the largest 
aggregate balance. The amount of 
these were: First, $100; second, 
$75; and third, $50. Team prizes 
were equally divided among those 
members of the winning team who 
had obtained at least ten accounts. 

Prizes were given individuals 
who brought in the largest number 
of accounts and the largest aggre- 
gate balances. The prizes were 
smaller than those for the teams; 
those for the largest number of 
accounts being: First, $100; second, 
$75; third, $50; fourth, 2 at $25; 
hith, <2 iat "$20 sixth eoeatao lor 


‘seventh, 4 at $10; and eighth, 10 
at $5. For the individual prizes 
for the largest aggregate balance, 
instead of money an extra vacation 
of one week was given for each of 
the first, second, and third prizes. 

In addition to these prizes, com- 
missions or bonuses were paid after 
the close of the campaign for each 
account brought in. For accounts 
of from $1 to $9.99, 25 cents was 
paid; from $10 to $49.99, 50 cents; 
from $50 to $99.99, 75 cents, and 
$1 was paid for each account 
brought in of over $100. 

A quota of 15 new accounts was 
set for each employee, and as soon 
as he obtained that number he re- 
ceived a silver “quota button.” Ten 
accounts were required before an 
employee was eligible for prizes. 


. oO So 

The Union Trust Spirit, 
Satisfaction with Work 
— Well Done 


POSTERS HELPED 


And a bulletin, issued at least once a week, 
telling campaign incidents and suggesting 
“selling points’? kept up enthusiasm 


One hundred sixty accounts were 
required before a team was eligible 
for prizes. This individual quota 
number—15 accounts—was found 
simply by dividing our goal—5,000 
accounts—by the number of team 
members. The quota buttons were 
small oxidized silver reproductions 
of the Union Trust Company em- 
blem-and were proudly worn by 
those who obtained their quota. In 
addition to these emblems, the men 
who obtained over 100 accounts— 
and there were 17 of them—were 
presented with sterling silver key- 
chains, engraved with their names 
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and containing the Union Trust 
Company emblem. The young la- 
dies who obtained over 100 ac- 
counts were presented with sterling 
silver pencils, properly engraved. 
The individual quota and prize 


plan encourages every member of ~~ 


every team to do his part. It in- 
spires to hard work on the part of 
the individual who might otherwise 
loaf through the campaign because 
he was on a “good team.” And 
on the other hand, the team prizes 
make every member of a team 
watchful that there are no loafers 
on his team. Similarly the prizes 
and bonuses for number of ac- 
counts and for aggregate balances 
in accounts are nicely worked out to 
provide incentive both for many 
new accounts and for many dollars 
in these accounts. With campaigns 
for business of other kinds the prize 
arrangements would be different, 
but some prize plan that leads em- 
ployees to work for the ends desired 
is usually possible. 

The campaign was started off 
with a mass meeting in the assem- 
bly room, at which one of the vice- 
presidents spoke of the opportuni- 
ties that would be offered to each 
employee; opportunities for serving 
the bank, for adding to his experi- 
ence, for earning extra money, and 
for becoming better acquainted 
with his fellow-workers. We had 
many good mass meetings before 
the campaign was over and much 
of its success was due, we think, 
to the fact that we had an assem- 
bly hall we could meet in. The 
programs at these meetings were 
always arranged in advance so that 
there was no delay. The distribu- 
tion of quota buttons, commission 
money, and so on, helped to add 
enthusiasm to these meetings. 

The bulletin, which I mentioned 
as being published once a week or 
oftener, was largely responsible for 
the excellent spirit of the campaign, 
and for most of the friendly com- 
petition between the teams and be- 
tween the individual members of the 
teams. It was written in a chatty 
sort of way and contained as many 
interesting anecdotes and personal 
experiences as came to the ears of 
the committee. A few excerpts 
show how it was written and, too, 
how accounts were obtained: 


Don’t forget to say “thank you” for 
that new savings account. Miss Rose 
Meegan reports that she obtained an 
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PUBLICITY WAS REGARDED AS IMPORTANT 


Four large score-boards posted in conspicuous places in the bank registered daily 


team standings. The 


bars were strips of colored paper that could be pulled along. 


Different shades were used each time across the board 


account from a lady who had recently 
opened a savings account with another 
loop bank, but was dissatisfied with her 
connection there because they had not 
taken the trouble to thank her when the 
account was opened. The secretary is 
more than glad to send out “thank you” 
letters to the friends whom you have not 
been able to thank personally for their 
accounts. 

Gene Cronin isn’t missing any bets. 
The other day as he was cashing a...... 
Company. payroll check for a lady, he 
learned that she had just been transferred 
from the New York to the Chicago 
office. When she opened her bag to put 
her money away, Gene noticed the sav- 
ings pass book of a New York bank and 
asked her if she had yet arranged to 
transfer her savings account from New 
York to Chicago. She said that she 
hadn’t, but that she was then on her way 
OVE tomth@sn.. ser yoteeys Trust Company to 
see if they could arrange this for her. 
Gene said it would be unnecessary for 
her to go to that trouble since the Union 
Trust Company would be pleased to take 
care of the matter for her, and so, with a 
smile of relief, the lady handed Gene her 
pass book, a signed draft, and an extra 
$100 just for good luck. We claim it 
was more than good luck; it was just 
another case of being right on the job. 

One of our sons of Erin, Tom Hyde, 
had occasion to use a Yellow Cab to 
assist him in delivering some currency. 
At the end of the trip the taxi-driver 
said “$1.55, please.” Tom paid this 
amount, but with true Irish wit recognized 
an opportunity to bring in another ac- 
count, so with a little of the well-known 
Blarney the taxi-driver was moved to 
open a savings account, and as Tom says, 
“There’s nothing like combining business 
with pleasure.” 

Speaking of talking points—one of our 
young ladies solicited a savings account 
from a man whose wife has a number 
of savings accounts in different loop 
banks. She said that of all her banking 
connections she receives the most court- 
eous service at the Union Trust Company. 


As was expected, our first month 
was a very enthusiastic one and we 
were pleasantly surprised to reach 
our goal of 5,000 new accounts at 
the end of the fifth week. We im- 
mediately doubled our original quo- 
ta and determined to strive for 10,- 
000 new accounts. We also in- 
creased our appropriation for ex- 


penses of the campaign to $6,000. 


The second month things went 
slowly. Most of the team-members 
had brought in all the accounts that 
could be obtained easily from their 
friends and were finding it more 
and more difficult to get results. 
During this time we started offering 
special prizes for results obtained 
during each week. For Thanks- 
giving week five big turkeys were 
offered to the boys and girls bring- 
ing in the largest number of ac- 
counts and the largest balances. 
Other special weekly prizes fol- 
lowed, consisting, for the most part, 
of $5 and $10 gold pieces. 

Toward the last week of the cam- 
paign we were approaching our 
10,000 mark, but were still some- 
thing over 1,000 accounts short. 
Team meetings -were held, special 
bulletins issued, and every other 
day at 4 o’clock a general mass 
meeting was held in the assembly 
room, which was addressed by the 
president or one of the vice-presi- 
dents. 

The final results far exceeded our 
most optimistic expectations. Be- 
fore midnight on the day the cam- 
paign closed, 12,358 new accounts 
were brought in, and accounts have 


been flowing in in a steady stream 
ever since as a result of the work 
done during the drive. The total 
of the initial deposits of the 12,358 
new accounts was $468,102.78, and 
the total increase in our deposits 
because of the drive exceeded half 
a million dollars. Figuring on this 
basis, the average balance for each 
account was in the neighborhood of 
$40. 

For commissions we spent $3,- 
839; for prize money, $1,210.74; 
and for miscellaneous expenses 
$691.38, making a total of $5,- 
741.12, or a cost per new account 
of only 46 cents, an exceedingly low 
cost. 

One of the most effective factors 
in the results obtained during the 
last week originated with one of 
the vice-presidents. When he ad- 
dressed the final mass meeting on 
the last Friday afternoon, he per- 
sonally offered a prize of $5 to any 
team-member who had not yet ob- 
tained his quota button, who would 
succeed in obtaining the necessary 
fifteen accounts before the close of 
the campaign, Monday night. He 
offered a like prize to any team- 
member who succeeded in beating 
the record of the man ahead of him. 

In the final analysis it was found 
that of the 360 engaged in the cam- 
paign, over 300—83 per cent—ob- 
tained quota buttons. Keen regret 


WATCHING EVERY CHANCE PAID 


One wide-awake teller noticed a distant-city 
savings bank book in a woman’s handbag and 
induced her to transfer her account 


10 JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


July, 1922 


was expressed by many of the team 
members after the close of the cam- 
paign that the drive could not be 
continued longer. This whole- 
hearted participation of our em- 
ployees in the campaign brought us 
indirect results of great value. We 
did not, obviously, secure this en- 
thusiastic cooperation because of 
this campaign alone. There was 
back of it many years of a policy 
of fair dealing with and adequate 
provisions for employees. These 
include a generous profit-sharing 
plan, life insurance paid for by the 
bank, and liberal pension fund for 
retired or disabled employees. Ex- 


cellently equipped rest rooms, pro- 
visions for drying clothing on rainy 
days—these and other employees’ 
service plans had built us a very 
loyal group of workers before our 
campaign. I mention this because 
in any employees’ campaign of this 
kind such a background is almost 
an essential. 

A secondary result of the cam- 
paign was its effect upon our or- 
ganization. It has been surprising 
to see how, through working to- 
gether with those from other de- 
partments, there has been brought 
out individual ability along lines 
never suspected. Each person, of 


necessity, learned more about the 
personnel and work of other de- 
partments, for he was working on 
his team beside people he did not 
usually see. The campaign was as 
good as an educational course on 
the work of our bank for many of 
the employees. It made for closer 
acquaintance between officers and 
employees. And too, it increased 
to an unusual degree the institu- 
tional spirit that we already had. 
The enthusiasm developed by em- 
ployees in soliciting savings ac- 
counts during this campaign has 
made them real salesmen of our in- 
stitution forever. 


Cashier's Checks Not Acceptable for 


vised the General Counsel 
that one of its customers ten- 

dered in payment of revenue 
stamps, a cashier’s check of the 
bank which he had purchased and 
the same was returned by the Col- 
lector with the statement that it was 
not acceptable, but that the pur- 
chaser must send either cash or a 
post office money order of a certified 
check. The bank asked what was 
the difference in legal status be- 
tween a certified check which was 
acceptable and a cashier’s check 
which was not acceptable. General 
Counsel addressed a communication 
to the Commissioner of Internal 
Revenue asking what, if any, good 
reason existed for making a distinc- 
tion between these two instruments, 
in view of the fact that both forms 
of check are the obligations of the 
bank, the one the check of a de- 
positor certified by the bank, the 
other the check of the bank itself. 

The reply of Commissioner D. 
H. Blair is quoted below as matter 
of general interest. He says: 

“The instructions in this matter 
to Collectors of Internal Revenue 
are as follows 

“Collectors are authorized to ac- 
cept cash, post office money orders 


(Maer in Ohio recently ad- 


Revenue Stamps 
THOMAS B. PATON 


General Counsel 


or certified checks, in payment for 
internal revenue stamps. If a cash- 
ier’s check, uncertified check, draft 
or express money order is received 
in payment for internal revenue 
stamps it can be accepted only at 
the Collector’s risk and may be re- 
garded as cash only after collection 
and receipt of the proceeds. 

“The above ruling was promul- 
gated after careful consideration of 
the statutes affecting the sale of in- 
ternal revenue stamps in order that 
Collectors of Internal Revenue 
might be properly advised and pro- 
tected and at the same time cause 
as little inconvenience as possible to 
stamp purchasers. 

“Under the Act of Matcherz, 
1911, as amended by the Act of 
March 3, 1913, Collectors have au- 
thority to accept certified checks in 
payment of internal revenue stamps. 
However, no authority is contained 
therein for the acceptance by Col- 
lectors of Internal Revenue of cash- 
ier’s checks or drafts and there is 
no lien created by statute in favor 
of the United States upon all the 
assets of a bank in the event of 
the non-payment of such cashier’s 
checks or drafts. The acceptance 
of certified checks is specifically au- 
thorized by statute of the United 


States, which provides for a lien 
in favor of the United States upon 
all the assets of the bank certifying 
the check in the event of non- 
payment.” 

It thus appears that the Collector 
takes the risk of a bank’s solvency 
if he accepts a cashier’s check which 
risk does not attach to certified 
checks in view of an express statu- 
tory authority to accept such instru- 
ments. Uncertified checks and ex- 
press money orders also are taken 
only at the risk of the Collector. 


George J. Howard, President of the 
Bank of Niagara, Niagara Falls, N. Y.. 
is receiving congratulations from business 
and banker friends upon the completion 
of a quarter century of service as a 
director of the institution. Mr. Howard 
was elected to the directorate of the 
bank on June 30, 1897. He has been 
president of the institution since March 
1274913; 

In addition to holding the presidency 
of the Bank of Niagara, Mr. Howard is 
Chairman of the Board of the East Side 
Bank of Niagara Falls and a director of 
the Marine Trust Company of Buffalo. 


Oscar Thompson, Federal bank ex- 
aminer, has been appointed junior vice- 
president of the Los Angeles Trust and 
Savings Bank. 


Efficient Planning of New Bank Buildings 


ET us face squarely the start- 
If ling fact that fully 70 per 
cent. of the bank buildings 
constructed in the United States 
since 1912 have proven definitely in- 
adequate or inefficient of purpose. 
There are three basic reasons for 
this condition. 


_ 1. The myopic perspective of the banker 
in considering his building problem; 


2. His failure to recognize fully the im- 
portance of his bank building as an effi- 
cient machine which, if properly planned, 
must contribute to the sound growth and 
economical conduct of his business; 


3. His failure to develop in relation to 
his own business that quality which he 
recognizes and finances for clients—busi- 
ness imagination. 


Two decades American 
banks were func- 
tioning in a limited 
manner compared 
with the intricate 
financial system 
which today consti- 
tutes the nerve sys- 
tem and centers of 
the business world. 
New bank build- 
ings involved at 
that time compara- 
tively simple prob- 
lems of design and 
construction; but 
unfortunately the 
vast ramifications 
of our banking sys- 
tem have not been 
met by the bankers 
with a concur- 
rent realization of 
the added complex- 
ity of the modern 
bank’s housing 
problem. 

Every  banker’s 
building problem is_ inherently 
an individual problem. It is 
impossible, therefore, to lay down 
any definite set of rules or re- 
quirements which will apply equally 
to the planning of all bank struc- 
tures. It is obvious, however, that 
there must exist certain funda- 
mental principles and _ considera- 
tions which should govern the 
banker’s decisions in considering 
plans for a new building. These 
may be classified under the follow- 
ing general divisions: 


ago 


(a) Decision as to the size and occu- 


By C. STANLEY TAYLOR 


pancy of the building, including policy as 
to the provision of rentable space; 

(b) The important factor of elasticity 
(looking forward to future growth) ; 

(c) The practical relationship of de- 
partments ; 

(d) Bank architecture and the benefits 
to be derived from public impression. 


Bank or Office Building 


The first question which should 
receive careful consideration in- 
volves a decision as to the actual 
type. Shall the building contain 
only banking quarters or will it be 
wise to erect a larger structure con- 
taining rentable commercial space? 

In this decision the following fac- 
tors are involved: 


(a) Land cost and potential increment ;- 


NATIONAL BANK OF FAR ROCKAWAY, L. I. 


The bank in the smaller town should be located in a commanding position. 
example of a small-town bank which is elastic in planning. Note the rentable space. 
office space can be used for the future expansion of the bank’s own quarters 


(b) Practicability as influenced by di- 
mensions of the building site; 

(c) Market rental value and demand 
for commercial space in the selected 
locality ; 

(d) Desirability of grouping in the 
bank building tenants who will constitute 
or attract desirable clients and depositors ; 

(e) Commercializing building space 
which will provide added quarters for fu- 
ture expansion of the bank’s business; 

(f{) Impression to be made upon the 
general public by size and character of 
the building. 


It may be accepted as a general 
rule that where land values are low 
(probably under $200 per front 
foot) the obvious procedure is to 
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construct a building for banking 
purposes alone. Low land values 
will normally indicate a bank loca- 
tion in a smaller town or city or in 
the suburban areas of larger cities. 
In such communities the factors in- 
dicated in following paragraphs do 
not specifically apply except those 
of the arrangement of departments 
and the impression value of the 
building. 

In the congested business areas 
of larger cities, however, where land 
values are high, there is involved 
the economig¢. problem of the rela- 
tionship of land value and building 
cost. Here we might arriye at the 
obvious conclusion that if the land 
value is high it is necessary to con- 
struct a building 
having sufficient 
rentable space to 
assist materially in 
carrying overhead 
cost and ultimately 
amortizing the 
added investment 
necessary to meet 
this economic de- 
mand of high land 
costs. A more care- 
ful consideration of 
this. question dem- 
onstrates the pecu- 
liar individuality of 
each bank building 
project and the im- 
portance of other 
factors indicated 
herewith. 

As this article is 
‘being written two 
large bank struc- 
tires pare = Dein 
erected in the cen- 
tral business dis- 
trict of New York City where land 
values are unusually high. One of 
these buildings contains approxi- 
mately ten stories of rentable com- 
mercial space while the other is 
being erected without any rentable 
space. The reason for this differ- 
ence involves primarily the practi- 
cability of lot sizes. One of the 
buildings is being constructed on a 
lot of ample size and dimension to 
allow the proper type of banking 
rooms, together with the necessary 
public approach and elevators for 


Here is an 
This 
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the office building section of this 
structure. 

In considering the plans for the 
other building, it was found that 
the lot was of such dimensions that 
the necessary allowance of from 16 
to 20 feet in width for the public 
entrance hall and public elevators 
would so limit the size of the main 
banking rooms as to detract from 
their purpose and efficiency. It was 
decided, therefore, that in spite of 
high rent cost, it was necessary to 
adhere strictly to the original pur- 
pose of the building as a bank par- 
ticularly when it was found on 
careful investigation that the value 
of rentable space which might be 
provided was not great enough to 
justify interference with the re- 
quirements of the bank. This 
brings out the important fact that 
the original purpose of the build- 
ing as a permanent home for a 
bank should never be forgotten and 
that these requirements should 
come above all others in making 
final decisions. 

It is fairly obvious (but not al- 
ways practiced), that before mak- 
ing the final decision to invest in a 


large building containing rentable 


space a careful appraisal should be 
made by experts as to the existing 
rental values and demand for the 
space which is to be offered in a 
particular locality. A study should 
also be made by these experts in 
building management covering 
maintenance costs and other factors 
entering into an investment of this 
nature. 

It is highly desirable but again 
not always necessary that such an 
investment be placed on a paying 
basis. Some bankers have found 
it wise to require only that this 
added space shall pay a fair propor- 
tion of the overhead charge. In 
cases of this type it is assumed that 
the prestige benefit of a larger 
building and the collective tenancy 
clientele advantages will offset or 
pay interest on the investment. 


Tenants and Clients 


A theory has been advanced that 
in certain localities the provision of 
rentable space has the direct benefit 
of bringing in close proximity to 
the bank a number of important 
commercial organizations which 
will take advantage of this conveni- 
ence and may well be considered 


as the banker’s clients. It has been 
found in some cases that where 
these commercial activities are of 
the type which bring a large num- 
ber of business men to the building, 
an added clientele will develop. 
Even in smaller towns it has been 
found advantageous to provide 
space above the bank for the offices 
of local manufacturers, or business 
men to develop a group which may 
serve to make the bank building an 
important business center in the 
community. 

Another valuable consideration is 
that the provision of rentable floors 
above the banking room allows one 
to provide for the future expansion 


BANK BUILDING OF THE RHODE ISLAND 


HOSPITAL TRUST COMPANY, 
DENCE, RHODE ISLAND 


In the larger type of bank building, having a 
considerable area of rentable space, it is im- 
portant that the position and character of the 
bank be definitely emphasized in the design 
of the building. This is an excellent example 
of planning for a building of this character 


PROVI- 


requirements of the bank’s own 
business. This is one practical solu- 
tion of the problem of elasticity 
(which is discussed in detail in later 
paragraphs) and provides a means 
by which additional space for fu- 
ture requirements will carry its own 
overhead cost until such time as the 
growth of the bank’s business may. 
warrant the taking over of addi- 
tional space. 

In the planning of a building of 
this type it is highly important that 
careful consideration be given to 
the arrangement of elevators and 
service features so that additional 
portions of the building may be 


taken over for use by the bank with- 
out alterations or inconvenience in 
ultimate arrangement. 


The Important Factor of Elasticity 


Here we may define a basic rule 
which should apply to every new 
bank building and incidentally call 
attention to the fact that this rule 
is transgressed more often in the 
development of new banking quar- 
ters than any other principle of 
bank planning. If the banker gets 
no more from this article than the 
following sound advice he will be 
repaid many times when he faces 
his own building problem. 

The history of bank buildings has 
proven that under the changed eco- 
nomic conditions of the last few 
years bankers have been too con- 
servative in estimating or admitting 
the possibility of growth in their 
own business. 

We realize that the next few 
years may not show the amazing 
growth and expansion of the bank- 
ing business which characterized the 
war and post-war period. In fact, 
some of the larger banks are find- 
ing it possible to reduce space re- 
quirements by increased efficiency. 

The normal growth of the bank- 
ing business in America averages 
6 per cent. annually. Aggressive 
institutions, operating on well-de- 
fined policies of expansion, will en- 
joy a larger proportion of this aver- 
age increase. 

The advice here given on elastic- 
ity of plan principally anticipates 
growth but it must be remembered 
that the elastic plan will make it 
easy to turn waste space into pay- 
ing footage if the bank’s space re- 
quirements decrease. 

It is advisable therefore that in 
planning the new bank all floors and 
communications should be laid out 
so that departments may be ex- 
tended, shifted or curtailed. Ele- 
vators should be arranged so that 
they may ultimately serve the pub- 
lic or the bank’s private uses. Am- 
ple space should be provided for 
expansion of the business either by 
the provision of rentable quarters 
which can ultimately be taken over 
by the bank without alterations or 
by acquiring additional land and 
developing the design so that the 
actual area of the building may be 
increased in later years as it be- 
comes necessary. The safety de- 
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posit feature of the banking busi- 
ness seems to have grown in im- 
portance and we are informed that 
the average safety deposit depart- 
ment will repay its entire cost in 
approximately seven years under 
proper handling. It is important, 
therefore, that its growth be antici- 
pated. If such a department is not 
contemplated at the moment, space 
should be reserved for this use at 
some future time. 

Similarly with other departments 
of the bank. Facilities must be 
provided for adding. new depart- 
ments and rearranging the space 
given over to public contact. It 
must also be realized that in larger 
_banks the administration in many 
cases need not be in contact directly 
with the working force which 
serves the public. An interesting 
example is to be found in one large 
city bank where the general offices 
have gradually been moved from 
the first floor to the third floor of 
the building and then to the twelfth 
floor in order to take advantage 
of light and comfortable working 
conditions for the higher officers. 


The Public Impression 


Bankers generally have realized 
the value of a bank building so de- 
signed that it will impress upon the 
public mind a sense of stability and 
safe guardianship of the money and 
. business interests of clients and de- 
positors. This point needs little 
stressing as it has been the experi- 
ence of practically every bank that, 
following the construction of im- 
pressive banking quarters, a definite 
growth in business has resulted. 
There are one or two points which 
may be made in this connection, 
however. In the smaller town or 
city it is quite possible to lay too 
much ‘emphasis on impression value 
and to build a type of building 
which is entirely out of scale with 
the town. It is an excellent idea 
to anticipate the growth of any 
community by setting the pace with 
the proper type of bank building. 
In fact in some instances a definite 
portion of industrial and commu- 


nity growth may be traced to the ° 


farsightedness of bankers not only 
in their attitude toward the financ- 
ing of new local ventures but in the 
demonstration of faith in the future 
of a community as_ expressed 


through the 
quarters. 


Impression must not be overdone 
to the point of indicating exrava- 
gance. For this reason simplicity 
is a sound keynote of design. Here 
the skill of the architect is called 
upon not only for the development 
of convenient arrangements but to 
create through careful design and 
selection of materials the type of 
building which will gain the confi- 
dence of the public and make it 
easy for the clients to do business 
with the bank. At he same time 
the building must be developed 
along lines which will bear com- 
parison with other commercial 
buildings in the vicinity as far as 
the cost of the rentable or office 
space is concerned. 


design of banking 


HARTFORD NATIONAL BANK 


This is a typical bank and commercial building 


for the medium sized city. The character of 
the architectural design emphasizes the bank 
quarters 


The experienced bank architect 
today does not depend entirely upon 
massive masonry columns, expen- 
sive facades and the use of great 
quantities of expensive building 
materials to impress the public. His 
first problem is to work out com- 
pletely the efficient arrangement of 
the building in order to facilitate 
the carrying on of the bank’s busi- 
ness. The interior and exterior de- 
sign is then developed by the skilful 
use of line and proportion without 
sacrificing any part of the efficiency 
of the plan. 


Take Expert Advice 


The natural impression of the 
average banker is that with the 
knowledge he has of his own busi- 
ness he is quite capable of indicat- 
ing the interior layout and the in- 
ter-relationship of all departments. 
A seemingly paradoxical statement 
but one which is borne out by ex- 
amination is that the skilled bank 
architect knows more about laying 
out the bank than does the banker 
himself. The reason for this is 
simple and logical. The banker is 
too close to his own business to 
have experienced the mistakes of 
others or to have examined exten- 
sively the successful factors which 
have contributed to sound planning 
in other institutions. Planning is 
the architect’s business just as fi- 
nancing is the banker’s business. 
Industry and commerce seek the 
banker’s advice and follow this ad- 
vice in the solution of financial 
problems. Similarly, the wise bank- 
er will seek and depend on the ser- 


vices of experienced bank architects 


in the development of buildings. 
Another point in regard to im- 
pression value may be noted in con- 
nection with buildings which are to 
contain large areas of rentable space 
as well as banking quarters. It is 
important that in the design of 
this building the banking quarters 
be strongly emphasized so that the 
bank will not have merely the ap- 
pearance of a tenant in a rented 
portion of the building. This can- 
not be gained alone through the 
name of the building but must be 
definitely expressed in its design. 


In closing we wish again to stress 
the important factor of elasticity. 
Hundreds of banks within the last 
few years have found it necessary 
to purchase additional land at three 
or four times the cost of a few 
years previous; to extend through 
alterations into adjoining buildings 
and to meet an over-crowded and 
inefficient condition in their business 
quarers because of a lack of fore- 
sight at the time of building new 
quarters only a few years ago. 


Many instances of inconvenience, 
expense and business curtailment 
might be quoted because of disre- 
gard of some of the points brought 
out in this article. It is to be hoped 
that bankers will learn within the 
near future to approach the prob- 
lem of a new building from an open 
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minded and comprehensive view- 
point. 

At times when business policy 
seems to call for a reduction in the 
amount of space used for the bank’s 
business; or would indicate the 
rigid limitation of space to be laid 
out in a new building, it is well to 
remember that for every dollar 
spent for the rental cost of a busi- 
ness office about ten dollars is spent 
in salary, of the working force. 
Cramping space may so affect the 
efficiency of employes that for 
every dollar saved in rent two dol- 
lars may be charged to wasted 
energy or decreased personal effi- 
ciency. 

The new bank building is a prob- 
lem worthy of serious consideration 
because it is more than a shell in 
which to carry on business—it is 
the bank’s invitation to the public; 
a visual guarantee of reliability and 
integrity and a business machine 
upon the efficiency of which a large 
measure of the bank’s success de- 
pends. 


DIME SAVINGS BANK, DETROIT, MICH. 
Expressive architecture which is certain to create a good public impression is possible 


even in the'smallest banks. 


Here is a well designed and well located bank building 


oceupied entirely as banking quarters 


State Conventions and Elections 


sociation of Reserve City Bankers 

in Kansas City, the association elec- 
ted the following officers: President, 
George R. Rodgers, vice-president Manu- 
facturers and Traders National Bank, 
Buffalo; vice-president, J. A. Lewis, pres- 
ident Republic National Bank, St. Louis; 
secy-treas., G. H. Mueller, vice-president 
Fletcher-American National Bank, Indi- 
anapolis. Directors: C. H. Ayres, vice- 
president Peoples State Bank, Detroit; 
C. B. Hazlewood, vice-president, Union 
Trust Co., Chicago; L. C. Humes, vice- 
president, Guaranty Bank and Trust Co., 
Memphis; H. Y. Lemon, vice-president, 
Commerce Trust Co., Kansas City; Geo. 
H. S. Soule, assistant cashier National 
Shawmut Bank, Boston. 

The principal addresses were delivered 
by President Thomas B. McAdams of 
the American Bankers’ Association, 
Walter W. Head, Vice-president of the 
American Bankers’ Association; P. C. 
Towers of the Royal Bank of Canada, 
who spoke on the “Financial and Busi- 
ness Relations Between U. S. and Can- 
ada”; Arthur H. Titus, president of the 
First Federal Foreign Banking Associa- 
tion of New York on “Financial Exports 
Under the Edge Act”; Fred W. Gehle of 
the Mechanics. and Metals National 
Bank, New York City, on “Economic 
and Financial Conditions in Europe”; 
Nathan Adams, vice-president American 


A T the annual convention of the As- 


Exchange National Bank, Dallas, on 
“The Cotton Industry”; and R. F. Mc- 
Nally, vice-president National Bank of 
Commerce, St. Louis, on the “Federal 
Reserve System.” 


South Dakota Bankers 


The thirty-first annual convention of 
the South Dakota Bankers’ Association 
held at Aberdeen, South Dakota, June 
7 and 8, was the most successful in point 
of attendance and enthusiasm ever held 
in the state. The outstanding features of 
the convention were the addresses of 
President Thomas B. McAdams of the 
American Bankers Association; J. K. 
Howard, president of the American 
Farm Bureau, and the appearance of the 
South Dakota Bankers Band. 

The address of George Woodruff, 
vice-president of the National Bank of 
the Republic, Chicago, on “How to Ad- 
vertise a Bank” was given close atten- 
tion and the address of J. J. Earley, ex- 
president of the North Dakota Bankers 
Association on the “Bank of North 
Dakota” was of great importance in view 
of the proposed law to be voted on at 
the November election. 

The officers elected for the ensuing 
year are: president, D. M. Finnegan, 
vice-president First National Bank, 
Yankton; vice-president, A. Kopperud, 
president Security Bank and Trust Com- 


pany, Webster; secretary, L. J. Welch, 
Mitchell; treasurer, J. W. Stewart, 
president Farmers State Bank, Dallas. 


Mississipp1 

Mississippi—President, E. P. Peacock, 
president Bank of Clarksdale, Clarksdale; 
Vice-President, H. C. Herring, president 
Pascagoula National Bank, Moss Point; 
Secretary, George B. Power, Jackson; 
Treasurer, A. L. Jagoe, president Com- 
mercial Bank and Trust Company, 
Okolona. The American Bankers Asso- 
ciation officers for Mississippi are Vice- 
President, F. T. Ransom, active vice- 
president First National Bank, Green- 
wood; Member Nominating Committee, 
George Williamson, active vice president 
First National Bank, Vicksburg; Alter- 
nate Member Nominating Committee, S. 
J. High, president Peoples Bank & Trust 
Company, Tupelo; Vice-President Trust 
Company Division, J. G. Hickman, secre- 
tary City Savings & Trust Company. 
Vicksburg; Vice-President Savings Bank 
Division, S. C. Hart, cashier Citizens 
‘Savings Bank & Trust Company, Jackson, 
Miss.; Vice-President National Bank 
Division, W. P. Jones, assistant cashier 
First National Bank, Hattiesburg; Vice- 
President State Bank Division, Leo W. 
Seal, cashier Hancock County Bank, Bay 
St. Louis. 


The Money Croesus Minted 


by Croesus, the last king of 

Lydia, whose name has been 
a symbol of wealth for a longer 
period than the Christian era, have 
been unearthed at Sardis, the an- 
cient Lydian capital of Asia Minor. 

They were recovered by Amer- 
ican archeologists working on the 
buried ruins of the city. The coins 
were in a tomb and are supposed 
to have been hidden by some 
wealthy Lydian while Sardis was 
besieged by Cyrus. 

The coins were minted between 
561 B. C. when Croesus ascended 
the throne of Lydia and 546 when 
he was captured by Cyrus the Per- 
sian king. Some of the coins are 
said to be as bright as if they had 
been newly minted. They are 
lighter in hue than our own coins 
because they are of pure gold. 

The discovery is important to the 
archeological world and it is valu- 
able in a high degree to the present 
practical commercial world strug- 
gling with problems of money be- 
cause these thirty “staters” as they 
are called, dug up from a tomb in 
a ruined city of long ago, make an 
almost startling comment on some 
of the money systems and financial 
propositions of today. 

Croesus, the great banker is gone, 
the city, the people, the nation are 
as hazy traditions. The wealth of 
which the coins were once a token 
is no more. Credit, capital, charac- 
ter have passed as well as all lighter 
promises to pay, redeem or ex- 
change but this gold still has value 
anywhere and everywhere now as 
well as when it was minted. Hav- 
‘ing value of its own the passing of 
men and generations and all for 
which they strove has not impaired 
that value. Some paper money is- 
sued overseas, may depreciate al- 
most before the ink on it has dried 
but the intrinsic value of this real 
money has been retained while na- 
tions have come and gone. 

The stamp on the gold coin 
means little in the commercial 
world world now, but the gold it- 
self could, if devoted to commer- 
cial uses do just what it did before 


| Pisaes gold coins minted 


By JAMES E. CLARK 


the beginning of the Christian era 
—serve as a safe, dependable, uni- 
versally recognized medium of ex- 
change. 


A Plan to Fix Prices 


An eminent citizen proposes, it 
has been reported, that the govern- 
ment take and hold in great ware- 
houses the farm products of the na- 
tion, in order that dumping may be 
prevented and prices improved by 
holding back the supply. 

The suggestion invites considera- 
tion of its possibilities. As a starter 
what wisdom is to determine a fair 
price? What may be a satisfactory 
price to the producer may be an 
unsatisfactory price to the con- 
sumer, and if the latter feels that 
he is oppressed naturally he would 
seek control of the government that 
he himself might have a term at 
price fixing. If the farmer has the 


power to make the government 
regulate prices upward he also pos- 
sesses the power to take a heaping 
measure of these same prices. 

If government control is good 


May Overwhelm Us 


We have opened the doors of 
this hospitable country to the 
peoples of all the world, and 
they have been a wonderful fac- 
tor in building up our great 
undeveloped sections of this coun- 
try. Go where you will, all 
through the Northwest or the 
West, and you will find colonies 
of people who have gone out and 
built up that territory from waste 
land into prosperous sections. 

But the time has come when we 
are at least justified.in inquiring 
if we can assimilate as many 
foreigners as seek admission to 
the United States. We should 
give very serious consideration to 
the question as to whether immi- 
gration, if we do not restrict it 
properly, will not overwhelm us 
and absolutely break down the 
fundamental principles upon 
which this government has been 
based.—Thomas B. McAdams. 
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for farm products it might in time 
come to be applied to other things. 
Factory products by similar methods 
might be held back until the con- 
sumer was ready to pay better 
prices than could be obtained in or- 
dinary ways. Pursuing the thought 
to absurdity eventually we should 
be realigned into hostile classes 
each of which exacted high prices 
for what it had to sell and by the 
operation of the same scheme had 
to pay high prices when it pur- 
chased. 

If, for illustration, a dollar were 
added to the price of a bushel of 
potatoes there would be little gain 
—possibly much loss—if he who 
sold the potatoes found a corre- 
sponding increase in the price of 
every commodity he wished to pur- 
chase. 

A great strike usually is a with- 
holding of the supply of labor until 
the purchasers of labor find a way 
to meet the demands for better 
prices or for some attendant condi- 
tion which, in the last analysis, 
amounts to a better purchase price. 
The warehousing proposal in effect 
would be a perpetual strike scien- 
tifically conducted for the better- 
ment of one class at the expense of 
others. 

The effect of the plan on agricul- 
ture would probably be varying ac- 
cording to men and locality. Some 
men in time might come to a belief 
that their wants could be supplied 
by cultivating less land; others with 
more ambition neight in the new era 
see an opportunity to get ahead 
faster. 

This nation was builded not by 
artifices to thwart the ebb and flow 
of trade but by hard work, fair 
dealing on the part of the great 
mass of its people, by savings, self- 
denial and sacrifice. If the present 
proposal seems plausible to any one 
let it be remembered that much of 
the research work in connection 
therewith has already been done, 
for Russia has tried reaching hea- 
ven at a single bound with the re- 
sult that its granary is empty and 
its wheat growers have left the 
fields. 


Fourteen Billions of Savings Deposits 


By LEO DAY WOODWORTH 


Deputy Manager of American Bankers Association, Savings Bank Division 
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As less than 400 millions of the 
3,400 millions of dollars in time cer- 
tificates are in the North Atlantic 
and Pacific States where segregated 
savings banking is found, we be- 
lieve that these time certificates 
should be included as savings. Any 
padding which may result from this 
inclusion is certainly more than off- 
set by the demand deposits not in- 
cluded in this table which actually 
represent similar results of thrift 
and are in fact savings. 


Significance of These Figures 


It is not our intention to elabo- 
rate upon the apparent differences 
between the aggregates of savings 
deposits in different states or dif- 
ferent sections and certainly not as 
to the differences in per capita de- 
posits in various states and sections, 
however interesting such a venture 
might be. The results are too ques- 
tionable and the inferences too dan- 
gerous. 

Whenever we use averages and 
percentages it is of the utmost im- 
portance that the elements thereof 
be given due weight in drawing 
conclusions of a social nature. 
Thus, some parts of our country 
contain a large population which 
has yet to learn the value of initia- 
tive and the desirability of accu- 
mulation. 

We insert this word of caution 
because of the entirely unfair or 
improper conclusions which have 
been drawn not only by editorial 
writers but also by statisticians of 
repute from such figures as hereto- 
fore have been available on Ameri- 
can savings. Often the deposits in 
the mutual savings banks have been 
referred to as the total with which 
the savings deposits in foreign 
countries is to be compared. Also, 
there is still going the rounds of 
the press a statement based upon 
the authority of a United States 
Government bureau that the sav- 
ings of this country total 27 mil- 
lion dollars, which figure is ob- 
tained by roughly combining the to- 
tals of deposits in mutual savings 
banks with those of outstanding 
bonds of the United States. This 
last mentioned statement is so ridi- 
culous that we might anticipate 
that its use would be checked by 
the news writers but it has now 
persisted for several months. 

_ The public’s respect for statistics 
will undoubtedly improve if those 


Harris & Ewing 


FRED STAREK 


Former newspaper correspondent who was ap- 
pointed by President Harding as director of 
the War Finance Corporation 


who deal in such dry material will 
first clearly define their terms and 
then be equally careful in judging 
the responsibility of the compiler. 
Statistics on savings deposits, for 
example, depend for accuracy upon 
the figures supplied by every indi- 


Increase Depositors 


A great part of popular extra- 
vagance is due to the failure to 
induce more people to become 
bank depositors. We all know— 
nobody indeed knows so well as 
bankers—that people are much 
more apt to spend thoughtlessly 
the money they are carrying in 
their pockets, than the money 
they have to their credit in the 

' bank. There is no need to argue 
on this point; it is one of the most 
obvious bits of business experi- 
ence within the observation of 


every business man. The aggre- 


gate of money that people are 
every day carrying quite need- 
lessly, and at heavy risk, in their 
pockets, would be a cash reserve 
of great value to national busi- 
ness, if deposited in the banks, so 
that it could be utilized. 


And, just as the habit of 
wasteful and useless spending is 
encouraged among people who 
carry their ready money in their 
pockets, so the habit of useful 
expenditure, of substantial and 
profitable investment, is encour- 
aged among those who keep their 
surplus funds in bank. 


—D. R. Crissinger 
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vidual bank or banker. Any lack 
of understanding or care on his 
part may result in an error which 
is carried through to the final com- 
pilation. Too often the lack of 
data from particular banks and 
even from whole states is not ap- 
parent from the final tabulation. 


What Constitutes Savings 


There has been a custom during 
recent years to preach about Amer- 
ican waste and extravagance and it 
is popular in some circles to refer 
to America as a nation of spend- 
thrifts. However numerous may 
be our spendthrifts, members of 
that class often become obnoxious 
by thus calling attention to their 
plight or by assuming the role of 
preachers of thrift, usually for a 
consideration ! 

Before it is decided that as a na- 
tion we are unduly extravagant, we 
must consider our national re- 
sources by adding to the liquid 
capital represented by our savings 
deposits, as shown by the table here- 
with, the enormous investments in 
real and personal property of all 
kinds (of which government bonds 
are but a small part) and the dis- 
tribution of such _ ownership 
through the bonds, stocks and other 
securities in which the savings of 
many millions of our population are 
profitably invested. 

Finally, no table of relative sav- 
ings deposits per capita in America 
and foreign countries can be the 
basis for any worth while compari- 
son unless the relative amount and 
permanence of income of those who 
own the savings deposits are also 
considered. 

To make international compari- 
sons of savings per capita requires 
more data than are available for 
this country. ; 

This tabulation has been pre- 
pared with the assistance of the 
Comptroller of the Currency and 
the banking authorities of the vari- 
ous states. Many bankers have been 
consulted .on local customs and 
bank practice. After several months 
of effort we present the table in the 
belief that all official data are in- 
cluded, that statistics for states 
which do not require segregation 
are reasonably correct excepting 
only our estimates for Kansas and 
Nebraska, and that the grand total 
iS a very conservative amount. 


Cashing Instead of Crediting 
Check to Customer 


Where a customer tenders to his 
bank the check of a third person in- 
dorsed by the customer in blank, 
with request that it be cashed in full, 
or in part and the balance credited 
to his account, the safer practice is 
to credit the entire check as a de- 
posit and require the customer to 
draw his own check for the amount 
desired, or if this is not done, to at 
least obtain some acknowledgment 
in writing from the customer of the 
amount of cash obtained ; for other- 
wise, Should the customer deny re- 
ceiving the cash the bank would be 
at a disadvantage in the matter of 
proof. In an Oklahoma case, where 
a customer deposited a check, re- 
ceiving part in cash and the balance 
as a credit, and afterwards denied 
receiving any cash, the court held 
that, the deposit being admitted, the 
burden of proof fell upon the bank 
that the cash had been paid and a 
verdict for the customer was sus- 
tained; and while in a case where 
the entire check was cashed and not 
deposited, the burden might rest 
upon the customer to prove the de- 
posit, he might sustain this burden 
by positive testimony which it would 
be difficult for the bank to rebut. 

From Ohio—I note in the June issue of 
the JOURNAL reference to a decision show- 
ing that it is unsafe to pay a part of a 
check to a depositor at time of deposit, 
and in case of claim of no payment the 
burden of proof to fall on the bank. How 
would this be in case the bank had cashed 
a check for the customer in full, and the 
customer should later claim that check 
had not been cashed, but deposited? 
Would the burden of proof of deposit be 
on the customer, check being indorsed by 


hand of complaining customer and in 
blank? 


In the case referred to (Peoples 
National Bank of Kingfisher v. 
Rickords, 204 Pac., Okla., 130) 


OPINIONS OF 
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THOMAS B. PATON 
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plaintiff made a deposit of a check 
upon another bank and the deposit 
slip made out by the cashier con- 
tained a deduction of $68.15 from 
the amount of the check, the balance 
being entered to the credit of the 
depositor. It was the contention of 
the cashier that he paid this amount 
to plaintiff at the time of making 
this deposit but the depositor and 
his son who were present both testi- 
fied that no money was paid over by 
the cashier at the time of the de- 
posit. At the close of the evidence, 
the court advised the jury that the 
burden was upon the bank to prove 
by a preponderance of evidence that 
it paid the plaintiff $68.15. The 
jury returned a verdict in favor of 
the plaintiff for that amount. On 
appeal, the bank contended that the 
Trial Court erred in instructing the 
jury that the burden of proof was 
on the bank. The Supreme Court 
of Oklahoma held there was no 
error. It said while it was true the 
burden was in the first instance 
upon the plaintiff to prove the de- 
posit, the bank in its testimony ad- 
mitted it received the check. “Hav- 
ing admitted receiving this check, 
the relation of debtor and creditor 
existed for this amount. The bank 
having admitted receiving this 
amount, the burden then was upon 
it to show that it had accounted for 
the same * * * The bank having 
admitted receiving the money and 
having pleaded payment, the burden 
was upon it to prove this fact.” 

In a case, such as you suggest, 
where there is no deposit but a 
check indorsed in blank is cashed 
in full by the bank for the customer, 
it would seem that the burden of 
proving that the check was de- 
posited and not cashed, would fall 
upon the customer. The case dif- 
fers from the one decided in Okla- 
homa in that there the bank ad- 
mitted it had received the check as a 
deposit. It would hardly seem that 
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mere proof by the customer, or ad- 
mission by the bank, that it received 
the check would be the equivalent of 
proof that it received the check as a 
deposit, so as to shift the burden of 
proving payment on the bank; for 
it is quite frequent that a bank will 
cash an indorsed check for its cus- 
tomer, rather than give him credit 
in his account therefor. At the 
same time, there is nothing certain 
as to what a court would hold in 
this regard and, furthermore, as- 
suming the burden is upon the cus- 
tomer, he might sustain it by his 
positive testimony that he had de- 
posited the check and had not re- 
ceived cash therefor, especially if 
at the time of the transaction he had 
another person with him who would 
corroborate his testimony. 

This points to the conclusion 
which has heretofore been ex- 
pressed in the JouRNAL (see Digest 
Legal Opinions, 1921, Nos. 1380- 
1381) that the practice of giving a 
customer cash instead of credit for 
the check of a third person is un- 
safe because of the difficulty the 
bank is under in proving, either af- 
firmatively or in rebuttal, against 
contrary testimony of its customer, 
that it has given cash at the time of 
receiving the item and either the 
check should be credited as a de- 
posit and the customer be required 
to draw his own check for the 
amount desired, or the bank should 
have some acknowledgment in the 
handwriting of the customer that 
he had received the cash. 


Post-Dated Check Without Funds 


A merchant who gives his post- 
dated check in payment of a debt 
which the bank refuses to pay when 
due date arrives because the funds 
to the credit of the maker are sn- 
sufficient, cannot be punished crim- 
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mally under the statute which makes 
it unlawful to give the check upon 
a bank where there are not sufficient 
funds or credit to meet the same, as 
such statute applies only to checks 
drawn upon a present and not a 
future deposit. 


From New York—Will you kindly give 
us your opinion as to the merits of the 
following case, and whether Section 1292- 
A of Penal Law, State of New York, 
contains sufficient force and effect to 
cover a case containing the following 
facts: 


A merchant has been doing business 
with a customer for some period of time. 
There exists between the merchant and 
the customer a running and open account. 
The customer finally becomes negligent 
in making his payments and business obli- 
gations. The customer’s account becomes 
so large that the merchant desires a pay- 
ment. On a certain day they meet in a 
bank and the customer pays the merchant 
by check a certain sum of money on 
account. The merchant cashes the check 
and receives the money. The merchant 
then demands the balance of the account. 
The customer says that he has not suf- 
ficient funds to meet a check, but will 
have, say, for instance, on the 31st of 
August, 1921. A check is given by the 
customer to the merchant dated the 31st 
day of August, 1921. However, this post- 
dated check was delivered to the mer- 
chant several days before the 31st. 

On August 31 the merchant, relying 
on the promise of the customer that the 
post-dated check would have sufficient 
funds in the bank on the 31st, deposits 
the check at his bank in the ordinary 
course of business. The merchant’s bank 
presented the check for payment and it 
was returned to them marked “INSUF- 
FICIENT FUNDS.” The bank there- 
upon charged the merchant’s account 
with the check, together with the fees, 
and returned it to him, together with the 
information that they were unable to 
collect it for him. 

The merchant then notifies the maker 
of the check, pursuant to Section 1292-A 
of the Penal Law of the State of New 
York, to make the check good at the 
bank or to pay him the face of the check, 
together with protest fees. The cus- 
tomer fails to meet the obligation. There- 
upon the merchant lays an information 
with the criminal court for the arrest of 
the customer on the above facts. <A 
warrant is issued, the man is arrested 
and held to await examination in the 
criminal court. 

The customer’s lawyer appeared before 
a court of competent jurisdiction and 
asked for the release of the prisoner 
under a writ of habeas corpus. The only 
question involved was whether or not a 
crime had been committed under the above 
mentioned section and based upon the 
above mentioned facts. (It must be borne 
in mind that the merchant presented the 
check at the agreed time, when the cus- 
tomer said that there would be funds suf- 
ficient to meet it.) The court held upon 
the return of the writ as follows: 

“A presumption is created by law that 
the refusal by the drawee to make pay- 


ment is prima facie evidence of ‘intent,’ 
however, it appears by the testimony that 
not only did the defendant know that 
there were not sufficient funds to meet 
the check, but that the complainant, by 
accepting a post-dated check, had notice 
that there were not sufficient funds at the 
time he accepted the check. The whole 
transaction amounted to nothing more 
than an implied promise by the defendant 
that he would have sufficient funds to 
meet the check in the bank on the date 
thereof, which was a future date. There 
was no present consideration, and there 
can have been no intent to defraud, for 
it appears affirmatively that the customer 
did not profit and could not in any way 
have profited by the delivery of the post- 
dated check. The case is barren of any 
of the elements of crime or criminal in- 
tent, and the defendant must be discharged 
from custody.” 

Kindly advise me as to your attitude, 
and also whether the court erred in its 
decision, as no appeal was taken from 
the same. 


I have, heretofore, given an opin- 
ion that a statute which punishes 
the issue of checks without funds 
does not apply to apost-dated check. 
(See Digest Legal Opinions, 1921, 
No. 1005). Since then the Supreme 
Court of Arkansas has directly so 
Held. Smith, v, Statew220. 55 eW- 
531. In that case, the court re- 
versed a judgment of conviction 
against the maker of a post-dated 
check because there were not suffi- 
cient funds on deposit to pay the 
check when presented on its due 
date. The court said: 


“Tt is apparent from a careful reading 
of the statute under which appellant was 
convicted that it has a relation to checks 
drawn upon a present, and not a future, 
deposit or account. The act makes it 
unlawful to give a check upon an account 
in any bank where there shall not be suf- 
ficient funds therein to cover the same, 
or unless arrangements had been pre- 
viously made with the bank to pay same. 
The purpose and intent of the act was to 
prevent one from defrauding another by 
negotiating checks without funds in the 
bank upon which drawn to pay same. 
The giving of a post-dated check implies 
a promise to deposit money in the bank 
at a future date to pay the check, and 
there is nothing in the act which makes 
it unlawful to promise and fail to pay 
at a future date.” 


The Supreme Court of Georgia 
also in a recent case (Strickland v. 
State, 110 S. E. 39) has held: “The 
check without funds statute does not 
cover a post-dated checkaccepted by 
the payee prior to the date of the 
check and with distinct knowledge 
that the paper constitutes nothing 
more than a promise that, on a 
future date specified as the day of 
payment, the drawer will have in 


the bank the funds necessary to meet 
the check.” 

The statute of New York is sim- 
ilar and under it there can be no 
conviction of a man who gives his 
post-dated check in payment of a 
debt because at the time of maturity 
he does not have in the bank suff- 
cient funds to meet the check. 


Time of Payment of Certificate 
of Deposit 


Where a ceritficate of depostt 1s 
payable at a fixed time after date, 
with interest, the holder cannot de- 
mand payment before maturity by 
offering to forfeit the interest, and 
such payment can only be procured 
by consent of the bank. 


From Nebraska—Is a certificate drawn 
on a national bank for a specified period 
payable on demand if the interest is for- 
feited? 


The holder of an interest-bearing 
time certificate of deposit has no 
right to demand and require pay- 
ment of same before maturity, 
though coupling with his demand 
an offer to forfeit the interest for 
the time the certificate has run. 
The certificate constitutes a con- 
tract between bank and depositor 
for the payment of the amount at 
a definite time in the future and 
payment can only be obtained be- 
fore due by mutual consent. In 
other words, unless the bank con- 
sents to make payment, the holder 
has no right to demand payment 
before maturity, even though he 
offers to forfeit all interest. 


Judgment Creditor’s Rights 
Against Mortgagor 


Where judgment is recovered 
against a debtor who owns no per- 
sonal property but owns a residence 
upon which there is a mortgage, the 
interest of the mortgagor in the real 
property may be levied upon and 
sold, subject to the mortgage hen. 


From Kansas—We have a judgment 
against a party and cannot get anything to 
satisfy it, but the party has a residence 
on which there is a mortgage. We want 
to know if we can buy the mortgage and 
foreclose or attach the property as soon 
as we get hold of it and satisfy our judg- 
ment, 


By force of statute, or independ- 
ent thereof, the rule in most juris- 
dictions at the present time is that 
the mortgagor’s title or equity of re- 
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demption in real property is subject 
to seizure and sale upon execution 
by a third person, either before or 
after default. (Van Ness v. Hyatt, 
13 Pet. 21s S.- 294 We Garter a2: 
Smith,, 142 Ala. 414; Knight v. 
Fair, 9 Cal. 117; Punderson v. 
Brown, 1 Day, Conn. 93; Walters 
v. Defenbaugh, 90 Ill. 241; Holmes 
v. Bybes, 34 Ind. 262; Ebelharr v. 
Tennelly, 113 Ky. 43, 80 S.W. 459; 
Frank v. Magee, 50 La. Ann. 1066; 
Bodwell Granite Co. v. Lane, 83 
Me. 168; Green v. Western Nat. 
Bank, 86 Md. 279; Verry v. Rich- 
ardson, 5 Allen, Mass., 107; Gor- 
ham v. Arnold, 22 Mich. 247; Byrd 
v. Clarke, 52 Miss. 623; Holloway 
v. Holloway, 103 Mo. 274; Mon- 
tana Baking ),Corp.4ve Hein, 02 
Mont. 238, 156 Pac. 1085 ; Carraseo 
v. Mason, 72 N. H. 158; Trimm v. 
Marsh, 54 N. Y. 599; Rowland 
Hardware, &c. Co., v. Lewis, 173N. 
C. 290, 92 S. E. 13; Farmers Bank 
v. Com. Bank, 10 Ohio 71; Garro v. 
Thompson, 7 Watts, Pa., 416; Joas 
v. Jordan, 21 S$. Dak. 379, 113 N. 
W735 Baker-v- Clepper, 26p.e< 
629; Hulett v. Soulard, 26 Vt. 295; 
Tittanyies. Kent, @2-sGrathay a: 
Zak Ne 

In Kansas the statute expressly 
- provides that an officer to whom an 
execution is delivered, if he can find 
no goods or chattels upon which to 
levy, may levy upon the lands of 
the debtor, and if it is incumbered 
by mortgages or other liens, the 
execution is to be levied and the 
appraisement and sale made subject 
to such liens Kanaecren: Botak 
1915, Sec. 7349; Montgomery 
County Nat. Bank v. Backus 
(Kan. 1921) 196 Pac. 1074 (hold- 
ing that one holding a judgment 
lien on real estate may cause the 
land to be levied upon and sold on 
execution subject to a prior mort- 
gage lien although the debtor may 
have previously conveyed the prop- 
erty to the mortgagee in satisfac- 
tion of the mortgage indebted- 
ness) ; Bowling v. Garrett, 49 Kan. 
504, 31 Pac. 135; Jenkins v. Green, 
22 Kan. 562). 


Place of Payment of Deposit 


A bank’s obligation to its de- 
positor is to pay his deposit at the 
bank and where a bank refuses to 
comply with a depositor’s request 
to wire him his balance at a neigh- 
boring city, for reasons deemed suf- 


ficient, there is, in the absence of a 
demand, for payment at the bank- 
ing house, no breach of contract to 
pay which would support an action 
for damages. 


From Tennessee—A customer of ours 
who had a checking account with us for 
a few days left this city without our 
knowledge and wired us from a neighbor- 
ing city to wire him his balance, care of 
the Western Union Telegraph Company. 
Thinking this might be irregular, we re- 
fused to do so, and in response to our 
refusal he wired us that unless funds 
were wired as requested suit would fol- 
low. We would like to know if a bank 
could be held liable in any way by re- 
fusing to transfer money by telegraph, 
or if by refusing so to do they might be 
liable for damages. You understand, of 
course, the expense of all the wiring was 
to be paid by our depositer. 


The rule of law applicable gen- 
erally as between debtor and credit- 
or is that the debtor must seek his 
creditor; but this has no application 
to a bank deposit. The law implies 
a promise on the part of the bank 
to repay all moneys deposited but, 
unlike debtors generally, the bank 
is not obliged to seek its creditors 
to make payment. They must come 
to the bank. Its business could be 
conducted in no other way. McBee 
v. Purcell, Nat. Bank, 1 Ind. Ter. 
288, 294; Branch v. Dawson, 33 
Minn. 399, 401; Girard Bank wv. 
Bank of Penn. Township, 39 Pa. 92. 

While it is doubtless true, that a 
bank will accommodate its depos- 
itor, by complying with his request 
to remit his deposit by draft or wire 
to him at another point, such pro- 
cedure being necessary to preserve 
good business relations, there is no 
legal obligation so to do; and where, 
as in the case stated, the bank re- 
fuses to comply with the request of 
its customer to wire his balance to a 
neighboring city, for reasons 
deemed by it sufficient, there is no 
breach of contract by the bank 
which will afford ground for suit 
by the depositor. Legally, payment 
of the deposit must be demanded 
at the banking house. 


Set-Off Against Indorser of 
Insolvent’s Unmatured Note 


Where a bank holds an unma- 
tured note upon which its customer 
is an indorser, the insolvency of the 
maker is not sufficient ground to 
entitle the bank to set off the én- 


dorser’s deposit against his contin- 
gent liability on such unmatured 
note. 


From New Jersey—A bank holds a 
note of A indorsed by B, who is its cus- 
tomer. Prior to maturity A becomes in- 
solvent. Can the bank, before maturity, 
apply B’s deposit toward payment of the 
note? 


The general rule is that a bank 

has a right to charge a dishonored 
note to the indorser’s account, pro- 
videde the latter’s liability is duly 
fixed by protest and notice. But 
where the maker of the note fails 
before maturity and before the note 
has been dishonored, the indorser’s 
liability isnot yet fixed. Presentment 
is not dispensed with by the insolv- 
ency of the maker and notwith- 
standing such insolvency it is 
encumbent on the holder to make 
presentment at maturity. Reincke 
v. Wright, 93 Wis. 368; Hawly vw. 
Jette, 10 Ore. 31; Bensonhurst v. 
Wilby, 45 Ohio St. 340. 
_ Until maturity, therefore, the in- 
dorser’s liability is contingent and 
I do not think such a contingent lia- 
bility would afford the basis of a 
set-off. 

True, it was held in re Semmer 
Glass Co. 135 Fed. 77 that the lia- 
bility of a depositor as an indorser 
on a note held by the bank may 
be set off against a deposit, al- 
though the liability of the indorser 
did not become absolute until after 
the petition in bankruptcy was filed. 
But in that case the depositor-in- 
dorser was a bankrupt and the 
court allowed the bank’s claim as a 
debt provable in bankruptcy. But 
where, as in the present case, the 
indorser is solvent, there would be 
no basis of set-off. 

The general rule is that to au- 
thorize a set-off of one debt against 
another, both debts must be ma- 
tured. The courts in some states 
hold, while others deny, that the 
insolvency of one of the parties, be- 
for the maturity of his debt, entitles 
the other party to a set-off. But 
even where the insolvency of one 
party, as, for example, the maker 
of an unmatured note is held to 
entitle the other party, namely, the 
bank in which he has a deposit, to 
a set-off, this would not be a 
ground of set-off against a deposi- 
tor who was indorser on the note 
and who was a solvent party. ~ 


a 


RECENT DECISIONS 


Bank’s FatLureE To Use Sarety DEVICE 
IN IssuING CHECK SUBSEQUENTLY 
RatsEp Dots not MAKE IT 
LiaBLE—NortTH CAROLINA 


A bank which issued its cashier’s checks 
drawn on a New York bank, which checks 
were written in the ordinary lithographed 
form in which all the blanks had been 
properly filled in with pen and ink, is 
not liable for the amount paid for such 
checks, after they had been fraudulently 
raised in amount by the party to whom 
they were issued notwithstanding the 
bank’s failure to follow its usual custom 
and that ordinarily adopted by other 
banks, of writing such checks on a special 
paper and designating the amount by 
a protectograph, which would have pre- 
vented the alteration of the amount, ex- 
cept by experts, in view of Compiled 
Statutes N. C., Sec. 3106, providing that, 
where a negotiable instrument is mate- 
rially altered without the assent of all 
parties liable thereon, it is avoided ex- 
cept as to parties assenting to the altera- 
tion or subsequent indorsers, but that a 
holder in due course may enforce payment 
according to the original tenor. Broad 
Street Bank vy. National Bank of Golds- 
bosom 12 S26. Li: 


CHECK—WorTHLESS CHECK Law Does 
not MaKke DeEFENDANT GUILTY 
' Wuere He Paw _ PROTESTED 
CuHeck WitTHIN 20 Days— 
West VIRGINIA 


Section 34 of Chapter 145 of the West 
Virginia Code, known as the Worthless 
Check Act, does not make one who has 
obtained credit, money, goods or other 
property of value, by issuance and delivery 
of a check or draft in exchange there- 
for, without funds or sufficient funds on 
deposit in the drawee bank to pay the 
same, guilty of any offense, if he has paid 
the same within 20 days from his receipt 
of actual notice, verbal or written, of the 
protest of such check or draft. Nor can 
there be guilt of any offense under said 
statute, unless the check or draft in 
question is actually protested for non- 
payment, within a reasonable time after 
receipt thereof, and actual notice of such 
protest is given. An accord ‘and satis- 
faction extinguishing liability on such a 
check, made within 20 days after the 
maker has received notice of non-payment, 
amounts to payment within the meaning 
of the proviso in the Worthless Check 
Act. State v. Cunningham, 111 S. E. 835. 


THOMAS B. PATON, Jr. 


Assistant General Counsel 


HE Internal Revenue Act of 

1916 permits suits on rejected 
refund claims and lifts the two-year 
limitation for making refund claims 
in case of returns made pursuant to 
the Acts of August 5, 1909, and of 
October 3, 1913. 


HERE a ttestatrix left prop- 

erty to a trustee “to keep 
the principal thereof invested so as 
to bring in the largest income com- 
patible with reasonable safety of the 
principal,” it was held that the 
trustee was not confined to the 
securities prescribed in the law as 
“Tegal investments.” 


PERSON who commits a crim- 
inal act of obtaining goods by 


‘means of a worthless check cannot 


be punished where he pays the pro- 
tested check within 20 days. 


HE refusal of a depositor, after 

a bank has wrongfully refused 
to pay his checks, to assist it in cor- 
recting an error in his account 
would not constitute a defense, but 
only a matter in mitigation. 


2 order to escape the bank exam- 
iner’s criticism of an illegal over- 
draft of its depositor, the bank ac- 
cepted a three months’ note and se- 
curities of depositor’s brother, and 
agreed to return note in 90 days, 
regardless of whether depositor 
could deposit other securities by that 
time. The court refused to aid 
either party in the enforcement of 
the illegal contract. 


WAIVER of demand and no- 

tice if embodied in the instru- 
ment itself is binding on all parties; 
but where written above the signa- 
ture of an indorser, it binds him 
only. 


HE entire failure of a trust com- 

pany to transfer to Germany in 
1917 $8,000 deposited by a bank 
authorized rescission of the contract 
by the bank and entitled it to recover 
the full amount, although $800 is the 
present value of the deposit in the 
market. 


INTERNAL REVENUE Act oF 1916 PErR- 
MITS SuITs ON REJECTED REFUND 
CLAIMS—NEwW JERSEY 


The Newark Consolidated Gas Com- 
pany of New Jersey leased its property 
to the Public Service Corporation. Al- 
though it was out of business an excise 
tax was assessed against it under the 
Excise Tax Law of 1909. It was sub- 
sequently held by the Supreme Court 
that such a leasing corporation was not 
engaged in business within the meaning 
of the statute, and might recover taxes 
unlawfully collected. Suit was brought 
to recover the amount of the taxes paid 
over. It was held that there could be 
no recovery of the payment made for 
the years 1909 and 1910 because no claim 


- for a refund had been made within two 


years after the cause of action accrued. 
Later, Congress passed the Act of 1916, 
permitting taxpayers, to present a claim 
for refund of any excess taxes paid under 
the Act of August 5, 1909 or the Act of 
October 3, 1913.- The Newark Consoli- 
dated Gas Company made a claim under 
this act for refund of the taxes for 1909 
and 1910. This refund claim was re- 
jected by the Commissioner, and suit was 
brought. Held, that the excess taxes 
exacted should be refunded. The Act 
of 1916 lifted the two year limitation 
for making refund claims in the case of 
returns made pursuant to the Acts of 
August 5, 1909 and of October 3, 1913. 
Upon the final rejection of the claim 
a right of action accrued to the Newark 
Consolidated Gas Company. Public 
Service Corporation of New Jersey v. 


Herold, 279 Fed. 352. 


TRUSTS—AUTHORIZATION TO TRUSTEE TO 
Use DISCRETION IN INVESTMENT OF 
Trust Funps—New York 


A testatrix left property to a trustee 
“to keep the principle thereof invested 
so as to bring in the largest income 
compatible with reasonable safety of the 
principal.” Held, that the trustee was 
not confined to the securities prescribed 
as “legal investments” by the Decedent 
Estate Law of New York. He was 
authorized by the above clause to retain 
in the trust, securities owned by the testa- 
trix at the time of her death, and to invest 
and reinvest the proceeds of any sales 
of property held in the trust in securities 
without regard to whether &ny of the 
securities were “legal investments.” In 
re Leonard’s Will, 193 N. Y. Supp. 916. 
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BANKING—LOAN OF CREDIT TO DECEIVE 
BANK EXAMINER IS ILLEGAL— 
CALIFORNIA 


The Bank of Orland permitted a de- 
positor to overdraw his account to the 
extent of about $13,000. Thereafter, in 
order to make a proper showing before 
the bank examiner who was expected to 
visit the bank, the bank entered into an 
agreement with a brother of the de- 
positor who had overdrawn his account, 
whereby the brother gave the bank his 
note and certain securities to protect 
the overdraft, so that the examiner would 
make no adverse report of the overdraft. 
The bank agreed to return the note and 
securities in ninety days. Held, that the 
transaction was illegal, and both the 
brother who loaned his credit, and the 
bank, were guilty of conniving to deceive 
the bank examiner, and therefore, neither 
was entitled to relief from the court ; 
the bank could not enforce the note given 
by the brother and the brother could not 
compel the bank to return his securities. 
Bank of Orland v. Harlan, 206 P. 75. 


NoTES—SUBSEQUENT  INDORSERS 
WAIVER—TENNESSEE 


Section 110 of the Uniform Negotiable 
Instruments Act provides—“Where the 
waiver is embodied in the instrument it- 
self, it is binding upon all parties; but 
where it is written above the signature 
of an indorser, it binds him only.” In 
construing the above section in a case 
in which the question was whether a 
waiver of demand and notice of dishoner, 
written above their indorsement by the 
payees was binding on subsequent in- 
dorsers, the court quoted the following 
from Dolle’s “The Law of Business 
Papers and Securities,’ and referred to 
it as a proper interpretation: ‘When 
words of waiver are employed in the 
body of the instrument, making this a 
condition of its negotiation, all persons 
who become parties to such an instru- 
ment are bound by the waiver and nore 
are entitled to notice. If it is not em- 
bodied in the instrument itself the waiver 
may be written upon the instrument by 
an indorser and if it is, it binds him only. 
It does not affect the other parties who 
become such either before or aiter him 
and who did not themselves waive.” 
Murray v. Nelson, 239 S. W. 764. 


INTERNAL REVENUE TAx ON Gross SAv- 
INGS BANK EARNINGS IS A FRANCHISE 
Tax—DIstTrRIicT OF COLUMBIA 


The plaintiff savings bank was incor- 
porated under the laws of West Virginia, 
and was doing business in the District 
of Columbia. Pursuant to statute, a 
tax was levied upon the gross earnings 
of the bank. These earnings included 
$16,517.33, interest derived from Liberty 
Bonds, Victory Bonds, War Savings 
Stamps, and certificates of indebtedness 
of the United States, which, under the 
law providing for their issuance, are ex- 
empt from taxation. The tax on the 
earnings derived from these securities 
was paid under protest and the bank, 
claiming the tax was void, began this 
action for its recovery. Held, that the 
tax was a franchise and not a property 
tax and was therefore valid. Security 
Savings & Commercial Bank vy. District 
of Columbia, 279 Fed. 185. 


AND 


DeEpPosITsS—BANK ENTITLED TO RECOVERY 
or Deposit witH Trust Company, N. Y. 


The Equitable Trust Company, soon 
after the United States. entered the late 
war, was notified that a cablegram trans- 
ferring $8,000 deposited by the Chemical 
National Bank to the credit of the 
Deutsche Bank in Berlin, on March 21, 
1917, had not been sent. At the same 
time the trust company mailed directions 
to the Deutsche Bank to make payments 
as directed in the cable. This letter also 
was not received and the trust company 
was not so informed until December 31, 
1919. The Chemical National Bank sued 
for the $8,000 on the ground that the 
contract for the transfer of the money 
was rescinded. The trust company was 
willing to pay only the present value of 
the $8,000 which in the market was $800. 
Justice Smith said in his opinion that the 
contract was one to transmit credit, not 
money, “Treating this as an executory 
contract under the facts stipulated,” said 
the justice, “it was agreed that the 
amount to be transferred should be pay- 
able abroad upon the 22d or the 23d 
day of March, 1917. By reasons of war 
conditions, the cable transfer was never 
transmitted, nor was the mail confirmation 
of that transfer received. The entire 
failure of the defendant to perform this 
executory contract authorized the rescis- 
sion by the plaintiff of its contract and 
a recovery in an action for moneys had 
and received to the extent of the deposit 
made. “Even if the facts stipulated 
showed a deposit with the Deutsche 
Bank of marks sufficient in value to meet 
the transfer agreed to be created, the 
clause that ‘this transfer is sold without 
responsibility to the Equitable Trust 
Company of New York for delays, errors 
or omissions of the telegraph companies 
or for any other causes beyond its control,’ 
would not be sufficient to exempt the 
defendant from liability for repayment 
of moneys had and received upon rescis- 
sion of the contract, which has never been 
performed. Without proof, however, of 
a sufficient deposit with the Deutsche 
Bank of such an equivalent amount in 
marks, and without proof of damage to 
defendant in retaining the deposit for the 
payment of this draft, no facts appear 
which would make it impossible to re- 
store the status quo of the parties in 
case of rescission, nor would such facts 
prevent defendant from rescinding the 
contract, which has been in no part 
performed.” Chemical National Bank 
v. Equitable Trust Co., App. Div. N. Y. 


Notes—CErvirIcATE oF Deposit A NE- 
GOTIABLE INSTRUMENT—KANSAS 


A certificate of deposit issued by a 
bank payable to the order of the de- 
positor in current funds on the return of 
the certificate properly indorsed, six 
months after date, is a negotiable in- 
strument. The mere fact that such a 
certificate was issued by a bank in pay- 
ment for a promissory note transferred 
to it before the note was due, which was 
subject to defenses for fraud in its in- 
ception, does not warrant the inference 
that the bank took the note with actuat 
knowledge of infirmity and in bad faith, 
or that it was not a holder in due course. 
Gypsum Valley Nat. Bank v. Xillenbeck, 
20 P. 1022 


INTEREST ON JUDGMENT—NEBRASKA 


Under the provisions of Section 3348, 
Rev. St. 1913, of Nebraska, a judgment 
based upon a note which bears interest at 
a rate in excess of the statutory seven 
per cent, rate draws interest at the same 
rate as the note from the date of the 
judgment, although the rate of interest 
is not expressed in the judgment. Where, 
however, a cause of action is based upon 
a contract which calls for less than the 
statutory seven per cent. interest, a 
judgment on such contract will bear the 
statutory rate. Lair v. Callaway, 188 N. 


BANKING—BANK PRESUMED TO KEEP 
STRAIGHT ACCOUNTS—KENTUCKY 


One Mokwa, a depositor in the Berea 
Bank & Trust Company, sued the latter 
for damages for dishonoring checks on 
the ground of insufficient funds, when the 
depositor had, in fact, sufficient funds 
on deposit. The plaintiff obtained a 
judgment for $750. The bank appealed, 
claiming that the jury should have been 
instructed that it was the duty of Mokwa, 
after he learned of the bank’s refusal to 
honor his checks, to exercise reasonable 
care and diligence to minimize his dam- 
ages. The bank admitted its mistake 
in failing to credit a deposit, but claimed 
that it was prevented from discovering 
the error because of the refusal of 
Mokwa to exhibit his pass book and 
otherwise lend his cooperation in rectify- 
ing the mistake. Held, that refusal of 
such cooperation and assistance on the 
part of the depositor did not consticute 
a defense where a bank erred in rot 
honoring a check, but served only as a 
possible mitigation of damages. Berea 
Bank & Trust Company v. Mokwa, 239 
S. W. 1044. 


BANKING—DeEposits By BANkK’s MaAn- 
AGING OFFICER AS ‘TRUSTEE— 
NEBRASKA 


Where the managing officer of a bank- 
ing corporation deposits in his bank, in 
the name of another corporation of which 
his is also manager, money and securities 
belonging to others, for whom he is agent 
and trustee, and receives and accepts 
the deposit for the bank as its sole 
directing authority, his knowledge jf 
the rights of the beneficiaries of the trust 
may be imputed to the bank. Where 
the managing officer of a banking cor- 
poration deposits in his bank, to the 
credit of another corporation of which h« 
is also manager, a negotiable promissory 
note payable to himself, but in fact be- 
longing to beneficiaries of a trust, for 
whom he is trustee, neither the bank, if 
chargeable with knowledge of the facts, 


“nor its receiver, in the event of insolvency, 


can become an innocent purchaser or 
holder of the note under an assignment 
made by the trustee for the purpose of 


-paying with trust funds a private over- 


draft of the corporation to whom the 
credit was given. Any balance remaining 
on deposit when the bank is closed in- 
nures to the benefit of the beneficiaries 
of the trust and may be protected in the 
hands of the receiver as a deposit. State 
v. American State Bank, 187 N. W. 762 


TRUST COMPANY DIVISION 


Your Relations with Your Employees 


By P. E. HATHAWAY 


Chairman Committee on Staff Relations, Trust Company Division, A. B. A., 
and Employment Manager, The Northern Trust Co., Chicago, Il. 


vitally interested in the upbuilding 

of its business and extension of its 

service. On the basis of service 
rendered and being rendered—and not on 
promises of service—do financial institu- 
tions succeed and grow. 

A long list of stockholders, a list of 
directors such as inspires the confidence 
of the public, as well as large total re- 
sources and deposits, have in the past 
been determining factors in the develop- 
ment of trust companies and banks. These 
elements .are still potent in the banking 
and trust world of today, provided only 
they are attended by service. Have you 
ever stopped to think how closely related 
to your service is the human element 
which composes your official and clerical 
staff ? 


Fy, vie trust company and bank is 


Duties Not Automatic 


The duties connected with the per- 
formance of any phase of trust company 
work are not of a character to be done 
automatically. They require men and 
women of the highest character and abil- 
ity. Hence, the need for closer relations 
with your employees, resulting in coopera- 
tion, which has been proved will bring 
about better service. Where there is a 
spirit of cooperation, you will find in- 
terest and enthusiasm and these qualities 
weigh heavily in the development and ex- 
tension of trust company service. No 
amount of advertising will overcome a 
deficiency in this respect. Upon the char- 
acter and ability of your employees will 
your service be built. 

To secure the number of persons of 
requisite character and ability may not be 
a difficult task, but to crystallize them to 
your institution, both separately and col- 
lectively, may prove more difficult. 

The Committee on Staff Relations of 
the Trust Company Division, American 
Bankers Association, was created for the 
purpose of assisting members in outlin- 
ing ways and means whereby they could, 
in a large measure, overcome the diffi- 
culties now encountered by such a large 
number of banks and trust companies in 
all parts of the country in developing and 
maintaining an esprit de corps within the 
ranks of these institutions. With a view 
to securing information upon which to 
base its report, this committee recently 
forwarded a series of questions to all 
trust companies in the United States, 
members of the American Bankers As- 
sociation. The questions, although ap- 
parently simple, form the basis for the 
development of the relations between 
officer and employee, and vice versa, that 


should obtain in every well managed 
institution. 

Over 700 trust companies and banks, 
representing all states and cities, have co- 
operated in the compilation of this 
material. 

One question asked what was being 
done in an educational way to train of- 
ficers and employees. Thirty-seven per 
cent. report they are using or planning to 
use such courses as those given by the 
American Institute of Banking. This de- 
notes interest on the part of these insti- 
tutions in furnishing the best possible 
basis for service to customers. And why? 
Simply because if a man or woman is 
educated, both along general and _ busi- 
ness lines, he or she is better able to meet 
customers and talk with them on a more 
equal basis, thereby making the customer 
feel “at home” when transacting business 
and—what has been proved a better busi- 
ness builder than personal attention and 
prompt service? Many banks and trust 
companies advise that they are supplying 
literature to their employees and in that 
way encouraging them to read and study. 
This also proves an aid to business con- 
versation. Of the companies replying 
from the southwestern section of the 
country, 49 per cent. are conducting study 
courses either of their own or at one or 
more of the before-mentioned institutes. 
Of those replying from the northern 
central section, it is unfortunate to record 
that 50 per cent. are doing nothing in 
this respect. 

Special Training 

Another interesting question inquired 
what special training is being given to 
men at the windows and counters to make 
them render better service to customers. 
It is a source of regret to have to record 
that 46 per cent. of the replies to this 
question show that nothing whatever is 
being done along this line. However, the 
fact that 34 per cent. of the companies 
replying watch these particular employees 
very closely, giving advice and instruc- 
tion where necessary, having heart-to- 
heart talks and setting good examples, is 
enlightening and tends to balance the less 
encouraging data above. Seventeen per 
cent. work to instil courtesy and friendli- 
ness and show the benefits to be derived 
from personal attention to customers. An 
institution in Maryland believes that the 
best service it can render its clientele is 
at all times of a strictly personal nature. 
This institution is most certainly headed 
toward greater service. 

The very first of the series of questions 
inquired as to whether or not there is 
being conducted a personnel department 
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(dealing with the selecting, placing and 
training of men) and, if so, who is in 
charge. Seventy-eight per cent. of those 
replying answered in the negative. Seven 
per cent. conduct such a department with 
a specific officer in charge. Institutions in 
the southwestern section of the country 
show comparatively the highest percentage 
of companies operating personnel de- 
partments. Sixteen per cent. in this sec- 
tion have an active department. Only two 
of the replies received from the south- 
eastern section indicate that they operate 
a department for this purpose. 

This question was followed by one with 
regard to pension funds or profit sharing 
systems. Twelve per cent. of the trust 
companies and banks making reply to this 
query gave affirmative answers. Sixty- 
nine per cent. of them do not have any 
system at all for sharing the profits or 
pensioning their employees. An interest- 
ing fact is that 13 per cent. give bonuses 
in one form or another. Five per cent. 
carry insurance on their employees. A few 
institutions have a system of assisting the 
men and women in their employ to save 
and the remaining few state that they 
have special funds for sickness, death 
benefits, etc. An institution in Virginia 
advises that they retire old employees on 
a living basis. This practice tends to 
make closer the relations between the em- 
ployee and the institution. 


Bonus System 


Closely related to the foregoing ques- 
tion is the one which asked whether it is 
felt that the bonus system in operation 
during the war was of real benefit to the 
average employee and was judiciously 
used. Over 51 per cent of the answers 
were in the affirmative. Several com- 
panies, however, stated that they had had 
no experience with the bonus system and 
seemed to entertain some doubt as to its 
value. A number of companies stated 
that they approved of this system only in 
some cases, as they believed certain em- 
ployees did not benefit by it. Quite a 
number commented that they approved of 
it rather than an increase in salary. 
Others approved it as an aid to the high 
cost of living. 

The answers to the question in regard 
to entertainments for employees were 
evenly divided. The question was: “Do 
you give entertainments for your em- 
ployees or by other methods induce them 
to mix and know one another better?” 
Forty-seven per cent. answered affirma- 
tively while 51 per cent. answered neg- 
atively. The few remaining have the 
matter under discussion. We will not 
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attempt here to go into detail about the 
various ways in which banks seek to give 
entertainment to their employees, but 
many interesting tales of summer and 
winter sports and socials could be taken 
from the affirmative answers received. 

In order to ascertain the situation re- 
garding the hiring of college men, the 
following question was included in the 
series: “Do you make a practice of em- 
ploying any young university men? If 
so, with what results?” Seventy-six per 
cent. of the answers showed that this is 
not being done. Two per cent. state they 
do not hire university men but approve 
the idea, while 17 per cent. have university 
men in their employ and state that good 
results have been obtained. A small per- 
centage were pleased with the results in 
the few cases they had tried out but they 
do not make a practice of hiring uni- 
versity men. The remaining replies indi- 
cated either disappointment with or doubt 
as to the results to be obtained. 

“What educational acquirements, if 
any, do you insist on for your applicants ?” 
This question proved very interesting and 
brought forth a variety of answers. 
Thirty-five per cent. have no fixed rule 
in this respect or state that they do not 
demand any specific acquirements. It is 
pleasing to note that as much as 45 per 
cent. of the trust companies and banks 
replying to this question insist upon a 
high school education, business college 
or both. Twelve per cent. ask only that 
their applicants have an ordinary educa- 
tion, even if only grade school graduates. 
Two per cent. require of applicants only 
business experience, while 5 per cent. state 
they cannot say as it is entirely dependent 
upon the position which is to be filled. 
One institution requires applicants to have 
taken the course of the American Insti- 
tute of Banking, and one rather odd case 
uses the army questionnaire as a test 
before entrance. 

Then came the question as to whether 
or not employees were changed tempo- 
rarily from one department to another 
for training purposes. Fifty-six per cent. 
said “yes,” and 32 per cent. “no.” The 
remainder do so to a very limited extent, 
such as at vacation times and during 
lunch periods but not as a regular prac- 
tice. 


Adaptability to Work 


Another question asked if special meth- 
ods were adopted to see that the employee 
is used in that branch of the work for 
which he is best fitted. Forty-two per 
cent. of the banks and trust companies 
replying to this question stated they were 
doing everything in their power, with this 
end in view. Fifty--seven per cent. 
answered in the negative. This is a very 
regrettable fact but it shows the need 
for work of this character in order to 
stimulate action in respect to employee- 
employer relations. A- very few re- 
marked that, although they do not use 
special methods, they keep a close watch 
on their men to see that they are not 
wasting time at a job for which they are 
not fitted. As soon as they notice a case 
of this character, they do not hesitate to 
make a change and give a trial in another 
department. 

“Do you insist on medical examination 


of applicants before entrance?” It may 
be surprising to read that 95 per cent. of 
the answers were negative and only 4 per 
cent: affirmative. One per cent. have the 
matter under discussion. Some institu- 
tions require medical examinations only 
for insurance. 

The last of the series: “Do you not find 
that the average customer now expects 
more personal attention from his bank 
than in past years?” met with hearty ap- 
proval, resulting in the great majority 
being strongly affirmative. Only 16 per 
cent. were negative and 2 per cent. were 
either doubtful or stated that they had 
noticed only a slight change. 

Answering the questionnaire, trust com- 
pany men in Canada, Hawaii and Mexico 
say they are striving to do everything 
possible for their employees in an educa- 
tional way. An institution in Canada is 
subscribing to magazines and another 
partly pays subscriptions to banking 
courses and maintains a good library for 
the use of its employees. They all seem 
to be in accord with employing the young 
university man, having had good results 
with him. 

Numerous comments were made in con- 
nection with this series of questions. Fol- 
lowing are a few of outstanding interest: 


“Have weekly meetings at which we have a 
member of our force take the part of a customer 


Our Duty and Our 
Opportunity 


“The world needs our advice, 
our intelligence, our sympathetic 
guidance, and the very fact we 
are separated geographically and 
have no selfish international ties 
or ambitions, gives us the privi- 
lege to speak with the assurance 
we will be listened to and affords 
us the opportunity to render a 
more substantial service of lead- 
ership than can be performed by 
any of the other great peoples of 
the world. Dees our being rich 
justify us in hoarding our re- 
sources, like a miser, in the midst 
of a community sorely needing his 
assistance for a proper develop- 
ment of its activities, both com- 
mercial and eleemosynary? Does 
the fact that we are strong justify 
us in refusing to use our power 
in bringing order out of chaos and 
will not national laziness be as 
destructive of the national struc- 
ture as does human inertia result 
in destroying real manhood? We 
cannot answer these questions by 
simply reiterating the statements 
of George Washington as to en- 
tangling alliances. He was un- 
questionably right at the time and 
under the conditions this policy 
was promulgated for the guidance 
of the nation still in swaddling 
clothes, but no doubt such obser- 
vations as he would have made as 
to transportation or the most 
effective method of lighting a 
home would be no more com- 
pletely out of date.” 

—Thomas B. McAdams. 


going through the routine of making deposits 
and other transactions; then have a general 
discussion and criticism as to betterment.” 

“This institution makes a specialty of creat- 
ing a friendly and cordial atmosphere which, 
with efficiency and dispatch in handling our 
work, is reflected in constantly growing pub- 
lic favor. Our friends and customers say it is 
a real pleasure to transact business with us 
and they talk it on the street.” 

“Tf the object of this questionnaire is ful- 
filled, this bank will be only too glad to take 
up a comprehensive system of education.” 

“The banking business of today covers so 
many more situations than formerly that we 
find it requires a more general knowledge on 
the part of employees in order to intelligently 
deal with the public.” 

“We are of the opinion that our force is 
100 per cent. more efficient than it was before 
we started our weekly meetings and our 
monthly dinner. We have accomplished things 
which would have been impossible under the 
old plan.” 

“We try to treat our employees as we want 
our customers and ourselves to be treated. We 
feel that we have one of the most courteous 
and capable forces to be found in any bank 
of this size.’’ 

“As soon as we find an employee indifferent 
to our appeal for ambition and desire to serve 
and please, we immediately eliminate him, thus 
keeping our organization a live, virile and in- 
tensively loyal and enthusiastic lot of young 
people.” 


Twelfth Annual Banquet Commit- 
tee on Arrangements 


At a meeting of the Executive Com- 
mittee of the Trust Company Division 
held on February 17, the Vice-President 
of the Division was authorized to appoint 
a Committee on Arrangements for the 
twelfth annual banquet of the trust com- 
panies of the United States to be held 
in New York on Thursday, February 15, 
1923. 

Vice-President Theodore G. Smith an- 
nounces the following appointments : 

Uzal H. McCarter, President, Fidelity- 
Union Trust Co., Newark, N. J.; John 
W. Platten, President, U. S. Mortgage 
and Trust Co., New York City; Francis 
H. Sisson, Vice-President, Guaranty 
Trust Co. of New York, New York City; 
Edwin P. Maynard, President, Brooklyn 
dirust Coz. Brooklyn, iNeave 


Branches of Nationals 


Some time ago President F. O. Watts 
of the First National Bank of St. Louis 
asked his attorneys to render an opinion 
as to whether or not a national bank was 
permitted under the law to establish 
branches. The attorneys rendered an 
opinion to the effect that the existing law 
does permit a national bank to establish 
branches within the limits of the city in 
which it is engaged in business. The 
opinion was submitted to Comptroller of 
the Currency D. R. Crissinger and the 
First National Bank of St. Louis there- 
upon advanced arrangements to open sev- 
eral branches within the city for the 
greater convenience of its present and 
prospective customers. 

This action of the First National in 
establishing its right to open and conduct 
branches has been viewed with keen in- 
terest by national banks in all sections of 
the country for it establishes a precedent. 


a 


SAVINGS BANK DIVISION 


What Are ‘‘People’s Banks’’? 


phrases which flowed during the 

readjustment period in such vol- 

ume from aspirants for ‘popular 
favor and would-be reconstructionists of 
our economic and political system. 


Bankers and-all financiers are concerned 
with the meaning of “people’s banks” for 
three reasons: first, because of the false 
implication that the present comprehensive 
banking system is not available to all; 
second, because it may result in granting 
banking functions and appearances to 
cooperative credit associations which do 
not assure adequate safeguards to 
patrons; third, financial imposters may 
use the phrase and the resulting comment 
to sustain their piratical attacks upon 
the savings of provident but incautious 
or ill-advised depositors. 


As an-instance of this third danger 
we have in mind an advertisement by 
promoters of a three per cent loan com- 
pany whose scheme had been held to be 
a fraud and a lottery by both banking 
commissioner and court, but who then 
incorporated in the same State and may 
begin business as a “cooperative” associa- 
tion. Those promoters made much of 
a quotation from a publication of the 
United States Department of Agriculture 
that credit unions should not be under 
a state department of banking, as ordin- 
arily constituted, because it cannot_effec- 
tively encourage their organization or 
assist materially in meeting the obstacles 
that arise, as it is the duty of such a 
department to restrain rather than to 
assist or promote. In this case referring 
to the State Commissioner of Banking 
the promoters advertised “that as it was 
his duty to restrain and suppress us in- 
stead of encouraging and assisting us, 
he desired that we should incorporate 
and pass out from under the regulations 
of his department and we had decided 
in advance of the trial to do so,” and 
therefore, ‘‘we did not press our contention 
that the bank commissioner had no juris- 
diction for the reason that the matter had 
ceased to be one of importance to us.” 
This last assertion is interesting in view 
of the Court’s finding that the scheme 
to be promoted was fraudulent and a 
lottery. 


Bankers are fully justified in their 
interest in and support of legitimate 
credit unions, building and loan associa- 
tions and other cooperative credit organ- 
izations. But a proper name must not 
be-permitted to cover unsound practices. 
It should be remembered that the names 
of such organizations cover a wide variety 
of schemes of operation, some of which 
are or may be productive of not only loss 
to individuals but unfavorable reflection 
upon our most substantial financial in- 
stitutions. 


D ANGERS still lurk in the general 


Savings Bank Division’s 


Monthly Business Text 


IV. Every physician, lawyer, 
teacher and other professional 
person should be a systematic 
savings depositor. 

Aim: To present the savings 
account as a shield for those who 
are now most profitable to the 
distributors of worthless “invest- 
ments.” 

Plan: Couple the savings ac- 
count in the case of larger de- 
positors with investment, insur- 
ance, tax, real estate or mer- 
chandise objectives according to 
individual earning power and 
spending proclivities. 

Steps: Select names from local 
sources readily ascertained, in- 
cluding those who have inquired 
at the bank for income tax or 
other special service. 

Card index and classify accord- 
ing to objectives mentioned above 
to be “sold,” ranging from the 
mere savings account to elabor- 
ate investment programs. 

Determine the sales arguments 
for each objective, whether mort- 
gages, homes, government bonds, 
the new combination of life insur- 
ace with savings deposits, or the 

e. 

Data on “dry hole” and “blue 
sky” ventures of local notoriety 
will be useful, especially if “ASK 
YOUR BANKER?” advertise- 
ments are to be used. 

Prepare the bank and its per- 
sonnel throughly and cordially to 
serve each individual who may be 
attracted by the campaign. 

Outline the newspaper adver- 
tising and more specific circulars 
and even personal letters from 
the president. State facts instead 
of mere generalities. 

Then, establish the contacts 
with the individuals and neglect 
no opportunity for personal inter- 
views at the prospect’s conven- 
ience of time and place. 

An offer of equitably graded 
rewards to employees, possibly as 
a contest, will be helpful. 

Incidentally, do not overlook 
those who are already customers 
of the bank, even in the commer- 
cial or loan departments. 


Total of Savings Deposits 


Elsewhere in this issue we publish a 
compilation of savings and other time 
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deposits in all state and national banks 
of continental America as of June 30, 


We believe that this is the first tabu- 
lation of this nature. Every figure has 
been studied and the advice of bankers 
and public officials has been obtained. 
There are several states so debatable be- 
cause of inadequate reports that similar 
conclusions would be reached by no two 
persons. 

If the table serves to stimulate further 
interest and discussion in states where 
savings bank legislation and practice is 
now entirely inadequate, the months spent 
in making the tabulation will not be 
deemed wasted. 


Mite Boxes in the Schools 


The report that Buffalo and Los 
Angeles contemplate the use of the mite 
box in their educational work has resulted 
in an interesting discussion among 
bankers who cooperate in school savings. 

On the one hand, it is claimed that the 
teachers are relieved of all responsibility 
and details, that the expense is not lost 
even if the school system fails, that all 
of the pupils’ dealings are at the bank 
with coin and that the undeposited sav- 
ings are locked in a box rather than in 
negotiable stamps. 

On the other hand, it is pointed out that 
the experience in the vast majority of 
successful school savings systems proves 
that teachers both are willing to give 
from five to fifteen minutes a week 
to the management of a school banking 
system and actually prefer to operate it 
as an educational project rather than to 
be confronted with some system of col- 
lection in which they have no part. 
The lack of safety for the cash savings 
and the implication that savings should 
be held in cash rather than in bank 
deposits and the desirability of having 
them hidden in the proverbial old teapot 
or back of a chimney brick, may be sim- 
plified by asking whether it is desirable 
that every step in saving and safeguard- 
ing the lollypop penny shall teach by 
example the functions and service of our 
banks. 

Every discussion of object and method 
in school savings banking seems to re- 
solve itself into another as to whether 
the school work is merely intended to 
collect the maximum of money at the min- 
imum of expense, or is it actually (not 
nominally) to be a project for teaching 
the purpose, the safety, the functions and 
the democracy of our banks and the eco- 
nomic advantage of the depositing of 
every dollar and every penny not neces- 
sary for current use in cash. 

There is now no need to fear the 
failure of any school savings banking 
system which is properly installed as an 
educational project. 


26 JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


“Save the Odd Cents” 


The Capital National Bank of Lansing, 
Mich., is advocating the transfer of odd 
cents to the savings account whenever 
they appear in the balance shown on the 
stub in the depositor’s check book. 

The check is printed in usual form but 
with a “savings coupon” between the 
check and the stub. This coupon has a 
distinctive color and is so perforated as 
to be easily detachable. It directs the 
bank to “pay to your order and credit 
my savings account”, followed by signa- 
ture, number and date. 

The stub is in usual form except that 
provision is made for deduction of odd 
cents before stating amount of balance to 
be carried forward. 


Local vs. Federal Control 


Federalization as furthered by the sys- 
tem of Federal aid appropriations to the 
states for various purposes formerly sub- 
ject to state control having been con- 
demned in resolutions and reports of the 
Savings Bank Division, it is of interest to 
note the following quotation from the 
opinion by Chief Justice Taft in an- 
nouncing the decision of the United States 
Supreme Court that the tax provision of 
the Child Labor Act of 1919 was not 
within the Federal taxing powers, and 
therefore invalid: 

“In the maintenance of local self- 
government, on the one hand, and the 
national power, on the other, our country 
has been able to endure and Prosper for 
nearly a century and a half.” 


Contract Loan Companies 


The typical 3 per cent. loan and home 
purchasing contract, and the plan of busi- 
ness under the trust agreement and 
declaration of trust in such cases, is a 
fraud upon purchasers of such contracts, 
according to the State Securities Com- 
mission of Minnesota. 

An application for an investment com- 
pany license recently was denied. From 
the memorandum which accompanied the 
order we note that if the 140 contracts of 
a series are issued in one month, contract 
No. 1 might obtain a loan in the fourth 
month, contract No. 50 in the fortieth 
month, contract No. 100 in the eighty-first 
month, contract No. 121 in the ninety- 
ninth month and contracts Nos. 122 to 
140, inclusive, will receive no loans. All 
will lose interest on all amounts paid 
prior to obtaining the loan, and interest 
on the $7 monthly installments in each 
year, as interest is computed on the prin- 
cipal due at the beginning of the year. 
These losses, added to interest actually 
paid, result in cost of loan on contract 
No. 1 of more than 3 per cent.; on con- 
tract No. 50, of 5.04 per cent.; on con- 
tract No. 100, of 61.2 per cent.; on 
contract No. 121, a total of $184.72 for 
the use of $10 only two months; on con- 
tracts Nos. 122 to 140, inclusive, $298.49, 
interest being estimated at 4 per cent. 

Replying to a claim that the maturity 
of contracts will be hastened by, for- 
feitures and lapsations, the commission 
stated that no specific showing had been 
made and that an estimate of loans de- 
pending upon the losses of some of the 
would-be borrowers is unfair. As to the 


value of a participation in the profits of 
the surplus funds, the commission noted 
that the applicant was unable to hazard 
even a guess after five years of experi- 
ence, and, furthermore, that the charts 
submitted by the applicant failed to 
demonstrate that there would be sufficient 
in the trust fund to pay! even the con- 
tracts. 

“In conclusion, the commission is of 
the opinion that the contract in effect re- 
quires from borrowers who hold larger 
numbered contracts in a series payment 
of an exorbitant and usurious rate of 
interest; that the system of numbering 
and disposing of the contracts partakes 
of the nature of a lottery; and that the 
contract is deceptive and of such a nature 
that the sale thereof would work a fraud 
upon purchasers.” 


Elections 


The following elections to office have 
been made by savings banks associations: 

New York, May 19—President, Victor 
A. Lersner, Comptroller Williamsburg 
Savings Bank and ex-President Savings 
Bank Division of American Bankers 
Association. | Vice-Presidents, C. E. 
French, Amsterdam; A. S. Van Winkle, 
New York City; C. J. Obermayer, 
Brooklyn; F. W. H. Becker, Buffalo; 
D. E. Petit, Syracuse. Treasurer, 
Adolphe F. Le Gost, New York City. 
General Secretary, Walter J. Reeves, 
New: York City. 

Massachusetts, June 7 — President, 
George E. Brock, President Home Sav- 
ings Bank, Boston. Vice-President, 
William L. Adams, Pittsfield. Treasurer, 
John W. B. Brand, Springfield. Secre- 
tary, Wilson D. Clark, Jr., Arlington. 


State-Wide Advertising 


A publicity campaign that will outline 
the advantages of mutual savings banks 
was adopted at the recent meeting of the 
Savings Banks Association of Massa- 
chusetts, the report being made by a com- 
mittee of which William C. Radcliffe, of 
Worcester, was chairman. 

The campaign will include twenty-six 
newspaper advertisements, so placed as 
to cover every city and town in the com- 
monwealth, to be signed by the associa- 
tion. 
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Local banks will be supplied in advance 
with a series of twenty-six subsidiary 
advertisements to tie in with the general 
campaign. They will also be supplied 
with copy for circular work of similar 
nature. The expense is estimated at 
$24,000. 


Why Savings Have Kept Up 


The following explanation of the fact 
that savings deposits in the country as a 
whole do not decrease in period of busi- 
ness depression unless that period is either 
very serious or very long, or both, has 
been given by Leonard P. Ayres, vice- 
president of the Cleveland Trust Com- 
pany: 


“Since the Civil War there have been seven 
serious financial depressions in this country. 
In that from 1873 to 1879, * savings deposits 
did not begin to decrease until after the depres- 
sions had been under way for four years. 
Their worst decrease was in 1879, which was 
the year of recovery. In the depression from 
1883 to 1886 savings deposits increased con- 
tinuously. In that from 1893 to 1896, there 
was a slight falling off in 1894, and a con- 
tinued increase afterwards. In the depression 
of 1903 to 1904, savings deposits increased. 
In that of 1907 to 1908, there was a slight 
decrease in 1908. In that of 1914 to 1915, 
there was continued increase. 

“Under the circumstances it does not seem 
remarkable that there has been no great falling 
off this time. Most of the explanation seems 
to lie in the fact that when industries slow 
down, and pay rolls are reduced, and prices 
fall there is a great amount of money released 
that had been used in commerce and industry. 
This money finds its way into the banks and 
increases their deposits, and enough of it 
finds its way into savings deposits to keep them 
up during the period. of depression. uring 
most of this depression our branch offices 
located in the industrial regions have been 
losing deposits because working people drew 
out of their accounts. At the same time our 
Savings deposits at the main office have been 
increasing because funds released by industry 
were put into savings accounts where they yield 
the depositor greater interest than they would 
in commercial accounts. 

“Tt’s my personal opinion, that we have come 
through this depeesod better than we should 
have under the old conditions before prohibi- 
tion. I do not believe, however, that this 
can be demonstrated from the figures of bank 
deposits.” 


Canadian Savings 


Notice deposits in the chartered banks 
of Canada on April 30 were $1,218,195,- 
262, a decrease during the month of 
$12, 432,578. The present total approxi- 
mates that of January, 1920. 


Monthly Tendency in Savings Deposits 


Compiled by Federal Reserve Board 


Saving Deposits Per Cent. Savings Per Cent. 
No. of June 1, 1922 May 1, 1922 Increase Deposits Increase 
Federal Banks Over Last June 1, 1922 Over Last 
District Reporting Millions Millions Month Millions Year 
No. 1 64 $1,091 $1,092 — .06 1,065 203 
2 30 7Or 1,700 + .05 1,638 Sith 
3 80 423 426 — .07 415 1.8 
4 18 Soil 376 .03 388 — 2.8 
5 93 268 262 el 244 925 
6 82 NU 37/ 155 We) 154 Pa) 
7 190 737 735 AOS 750 = 136 
8 35 114 111 20) 105 8.3 
9 14 70 71 RY ALE — 3.6 
10 35 81 76 6.0 76 GE 
el AA 69 68 1h) 66 3x 
12 75 747 742 . 06 714 4.5 
TOTALS 837 5,841 5,821 .03 Si 1.9 
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sessment and collection of capital 

stock taxes have just been issued 

by the Commissioner of Internal 
Revenue. A mention of them is perti- 
nent at this time in view of the provision 
of the law requiring payment of the tax 
in July. The section of the 1921 revenue 
law authorizing this tax differs only 
slightly from that in the 1918 act. 

The tax is imposed at the rate of $1 
for each full $1,000 of the fair value of 
the capital stock of a corporation in ex- 
cess of the prescribed deduction of 
$5,000. Being payable in advance, it is 
prospective, and must be measured by the 
fair average value for the year preceding 
the taxable year, not the fair value of 
the average capital stock. Fair average 
value must not be confused with book 
value, for they are not necessarily the 
same. 

Each corporation, on or before July 
31, shall make a return to the collector 
of the district in which its principal place 
of business is located. Corporations 
which were not in business during any part 
of the year immediately preceding the 
one for which the tax is due are not 
taxable. However, if they were in oner- 
ation even one day of the last fiscal year 
and one day of the taxable year, they 
are subject to the levy. The length of 
time a corporation has been in existence 
bears no relation to the amount of the 
tax. 

All assessments are made by the ~om- 
missioner of Internal Revenue. Within 
ten days after notice is received by a 
corporation from a collector the tax must 
be paid. The tax forms used request 
that payment be made at the time the 
return is filed, though no penalty attaches 
if payment is not made until the collector 
demands it. Collectors may accept un- 
certified checks in payment of this tax, 
provided they are collectible at par. 
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No Charter for Promotion Banks 


An order just issued by the Comptroller 
of the Currency is intended to put a stop 
to a practice engaged in by certain indi- 
viduals of promoting the organization of 
national banks. The Comptroller sees in 
the payment of promotion fees the dissi- 
pation of funds that should go to stabilize 
a new bank, and he feels that the prac- 
tice has resulted in applications being 
made for banks in communities which are 
already saisfactorily served. The order, 
in part, reads as follows: 

“The Comptroller of the Currency will re- 
fuse to approve any epeesucs for the or- 
ganization of a national bank that contemplates 
or provides for any promotion fees, and the 
Comptroller will not approve or ‘permit the 
opening or starting of any bank in the Dis- 
trict of Columbia, organized under the laws 


of any state of the United States, that sets 
apart or applies any part of the money collected 


NATIONAL BANK DIVISION 


Capital Stock Tax 


from the subscribers for the payment of pro- 
moters’ fees, for the sale of stock, or for serv- 
ice in starting and opening any such bank, 
whether the same is provided for by contract 
with proposed bank, or by contract with the 
subscribers to the stock of the proposed bank.” 


The chief national bank examiners are 
directed to make investigation personally, 
or through competent assistants, of all 
banks about to be chartered with a view 
to ascertaining that the spirit and the letter 
of this regulation is enforced, and there- 
after to see that no promotion fees are 
paid from the resources of the bank. 

The order is effective at once and 
applies to pending applications for na- 
tional banks and for state banks in the 
District of Columbia, as well as appli- 
cations to be made hereafter. 


Association Service in Washington 


Western members of the American 
Bankers Association, particularly in the 
Indian Territory and in the public lands 
states, have occasion very frequently to 
call upon the Government Land Office 
and the Indian Office in Washington. This 
necessity arises through the work of the 
banks for themselves and also by reason 
of the business of their clients. Often 
it is important to the bank that it have 
access to government records to learn 
to whom certain lands have been granted 
and the restrictions imposed upon the 
grantees. This is true even more often 
in the case of lands allotted to Indians. 

The National Bank Division office in 
Washington has continuously offered its 
services to all members who require per- 
sonal representation in the capital city, 
and the invitation to banks to present 
their claims and their problems through 
this office is being accepted with increas- 
ing frequency. Through this means 
member banks can have a personal repre- 
sentation with access to the many public 
records without incurring any costs. 

The following is an extract from a 
letter received recently from a member 
bank inquiring the title to certain lands: 

“T beg to inclose abstract and letter from the 
superintendent of the Indian Reservation. You 
advised that the allottee’s title to the land is 
secure by reason of the approval of the deed 
by the Government. Do I understand that the 
allottee could not deed this land again and 
has simply a kind of life interest in it? Could 
you secure a regular patent from the Govern- 
ment so there will ie no doubt about the 
ownership ?” 

By comparison of the abstract with the 
government records the title to the land 
and the exact status of the allottee were 
established and the position of the inquir- 
ing bank was found to be secure. 


Trust Departments in Banks 


Announcements of the opening of trust 
departments in national banks are so fre- 
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quent nowadays as to be commonplace. 
The exact number of such banks exer- 
cising fiduciary powers; has not been 
compiled, but authority to so act has been 
granted by the Federal Reserve Board to 
about 1,460 national banks. To be suc- 
cessful in such an undertaking the bank 
must have competent legal advice and the 
publicity necessary to be given such a 
venture is one of the most important mat- 
ters with which the bank will be called 
upon to deal. It is obvious, therefore, 
that the advertising of this department 
must be studiously planned. It should 
not be done in a haphazard manner. Bank 
advertising is making rapid strides toward 
the goal of definite results achieved 
through application of more or less defi- 
nite principles, and it is a field in which 
unlimited labor can be utilized. 


Advertising the trust department may 
be through the daily press, by the distri- 
bution of attractively prepared pamphlets 
which are often in serial form, or through 
other media of publicity, calling attention 
to the service the department offers, or 
through personal solicitation. This latter 
is looked upon by almost all banks as a 
very satisfactory method, and many con- 
sider it the most productive. Efforts 
should be centered primarily upon those 
who are already friends of the bank. It 
has been aptly said that the first step 
should be to get the officers and employees 
of the bank to name it as their executor 
or administrator. This is a start and 
radiates confidence, and clients of other 
departments of the bank should be ap- 
prised of the services offered by the trust 
department. The president of a large 
national. bank in his annual message to 
his stockholders in referring to the trust 
department said: “This is a department 
of our institution that not only deserves 
the support of those interested in our 
bank, but also absolutely requires such 
support if consistent progress is to be 
made, for virtually all trust business 
comes through the exercise of personal 
influence. Why not have a talk with our 
trust officer relative to naming this bank 
executor of your estate? You will then 
be in a position to bespeak similar action 
on the part of your friends. To appoint 
this strong national bank executor is to 
throw around an estate all the safeguards 
that have won for national banks so much 
prestige in the field of deposit banking.” 


Soliciting business for the trust depart- 
ment, however, is a character of work 
different from that of seeking it for the 
commercial department of the bank. The 
prospects are much more restricted in 
number and are more deliberate in select- 
ing the repositories and the administra- 
tors of the estates in the accumulation of 
which perhaps their entire lives have been 
given. 


STATE BANK DIVISION 


The Country Banker and His Shell 


HAT economical plan can be 

adopted that will accelerate the 

service which the Public Service 

Committee of the State Bank 
Division may undertake to render to its 
membership, and what means can be 
used to secure the cooperation of the 
country banker who has lived within a 
“‘shell’’ so long that such environment is 
a part of his existence? 


The foregoing inquiry was embodied 
in a questionnaire submitted to members 
of the State Bank Division of the Ameri- 
can Bankers Association early in the 
year. Following are a number of the 
most significant answers: 


From Missouri—Solve the problem of 
farm finance. This is the topic topmost 
among country bankers and will make 
them shed their shells. At the meeting 
of the Executive Committee of the State 
Bank Division of the American Bankers 
Association in New Orleans last Feb- 
ruary a resolution was adopted recom- 
mending an amendment to the Federal 
Reserve Act to enable Federal Reserve 
banks to rediscount legitimate agricul- 
tural paper with maturities not exceed- 
ing one year. The idea that prompted 
this resolution is more practical than 
anything that has been suggested since, 
either by bankers, members of Congress, 
or farmers. Perhaps the time limit of 
rediscount, however, should be nine 
months instead of one year. In my judg- 
ment, there should be a limit to the 
amount of agricultural paper rediscounted 
for periods exceeding six months, and 
no such rediscounts should be made ex- 
cept under conditions that the Federal 
Reserve Board should deem emergencies. 
In other words, long-time rediscounts 
should not be permitted to become a regu- 
lar habit. The foregoing suggestions 
would imply no additional machinery for 
agricultural credits, and would avoid en- 
tangling the Federal Farm Loan System 
with intermediary credit. It would also 
avoid the transformation of the War 
Finance Corporation into a permanent 
institution. During the temporary ex- 
tension of the War Finance Corporation 
there will be time and opportunity to 
devise some system of agricultural credit 
based upon wisdom and experience and 
not upon emotion and haste. 


From Arkansas—Make it plain to the 
big city banks that the “shell” which 
contains the country bankers is not nearly 
so thick as the one in which they are 
themselves. The country banker is the 
real, honest-to-goodness cooperator, and 
if the big fellow will only try to under- 
stand our affairs he will find that we will 


always go him one better in the coopera- - 


tion business. What human sympathy 


there is in the banking fraternity is to 
be found in the country banks. We meet 
folks face to face, listen to their troubles, 
help them to produce the food which the 
big fellow eats. We help the farmer 
market his crops, feed his hogs and cattle. 
We live with him and feel for him twelve 
months in the year, and the big fellow 
never knows about it except when we 
send him our reserves. In other words, 
we are the mill and the big one is only 
the sack. He gets the meal after the 
mill has done its work. The country 
banker is not in a shell. I deny the charge. 
His activities are too frenzied to allow 
of any such habitation. Great Scott! 
What do you mean, “Shell”? You can 
always get next to a country banker, 
but your city guy lives in a case-hardened 
steel shell with time locks. He has no 
more idea about the real problems of 
this country than a woodpecker. Let 
him come out in the open and allow us 
to look at him, and there will be no lack 
of cooperation. He imagines that his 
methods are gospel truth and must not be 
tampered with, but your country. banker 
changes his methods every ’steen minutes. 
He has to. No method ever tried will 
stand for everything, and we have to 


Convention Program 


The Sixth Annual Convention 
of the State Bank Division of the 
American Bankers Association 
will be held at the Commodore 
Hotel in New York City Monday 
afternoon, October 2. One of the 
principal speakers will be Eugene 
Meyer, Jr., Managing Director of 
the War Finance Corporation, 
who will speak on phases of farm 
finance of particular interest to 
country bankers, who constitute 
the majority of the membership 
of the State Bank Division. Gen- 
eral discussion will be a feature 
of the meeting, as heretofore. 
The fact is fully realized, as 
stated in the perpetual platform 
of the State Bank Division, that 
its character, its policies and its 
success are what its members 
make them, for the membership 
of the State Bank Division is 
democratic in the superlative de- 
gree. In other words, the State 
Bank Division is run on Vox 
Populi principles—regardless of 
the size, age, ancestry or location 
of any particular man or institu- 
tion — and everybody’s Vox is 
welcome. 


adjust ourselves with rapid-fire condi- 
tions. Does the city banker do so? He 
does not. 


From Michigan—The subject of ser- 
vice to the country bank is a large one. 
The writer, having been an examiner for 
the State Banking Department in Michi- 
gan for two and one-half years, came 
in contact with practically all of the 
country banks in this State. They are 
entirely at sea in regard to some of the 
large and more extensive matters of 
banking. I would think it a mighty good 
plan whereby the American Bankers 
Association could have a field_represen- 
tative covering two or three States and _ 
thereby coming in contact with the 
country banker in person. This person 
would have to be someone who has con- 
siderable banking experience and is versed 
in all kinds of banking, investment in- 
cluded. He should also have a good 
knowledge of the income tax situation 
and be able to render service to them in 
this matter. 


From Oregon—If you will go back 
among the country bankers over the dif- 
ferent States, particularly in the North- 
west, you will find the banker quite as 
active and alive to the conditions of the 
country as the city bankers. I think it 
is a mistake to assume, with few excep- 
tions, that the country banker is not up 
and coming. You will find that he is 
well posted on all matters of finance and 
other great questions, and perhaps a bet- 
ter reader, than the average city banker. 


From North Carolina—The country 
banker in this section of the country has 
been pretty well shaken out of his shell 
during the last year, and is now more 
closely in touch with and understands 
better the operation of banks than ever 
heretofore. He is therefore in a recep- 
tive mood. We think that now is the 
time to secure his cooperation through 
proper presentation. 


From Washington—I do not agree with 
you that the country banker has lived in 
his “shell” as long as you evidently 
think. There are many ossified country 
bankers, of course, but not enough that 
you can class the whole as such; and 
you should not so call all of them. Most 
country bankers fill a position that would 
tax the best efforts of the average city 
banker so that he would not know 
whether he was coming or going. Many 
a “live young city assistant cashier” has 
found hard sledding trying to run a 
country bank. 


From Michigan—The Public Service 
Committee of the State Bank Division 
can do no more profitable work right 
now than to bring their propaganda to 
bear on the enormous waste of public 
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funds and high taxes now, when farmers 
operating good farms cannot make a 
living and have to borrow money to pay 
taxes. 


From Arkansas—The committee can 
do but little to assist and further the 
interests of those who are not inclined 
to help themselves and further their own 
interests by progressive methods. My 
opinion is that many country banks are 
out too much for self, and fail to realize 
that only. by giving and helping their 
clients to become prosperous can they 
prosper. This condition exists, no doubt, 
by reason of the number of one- and two- 
men banks where the time is all taken 
up with detail and daily work, leaving 
but little time in which to have a friendly 
chat with customers who may come in. 
A bank is unquestionably a servant of 
the public, and should have some member 
of the official force whose duty it is to 
look after the financial interest of its 
clients. 


Not In a Shell 


From Minnesota—I do not think that 
the country banker lives in a shell, but 
the large bankers only think so. We live 
in close touch with the small communi- 
ties and with the farmer, and it is we 
that have to solve the farmers’ problems. 
We small bankers have been pinched by 
the last two years of depression, and we 
have not forgotten the attitude of the 
Federal Reserve Bank toward agricul- 
ture. 


From Pennsylvania—We feel that 
membership in the American Bankers 
Association is helpful. The very fact 
that representatives of country banks 
have become associated with bankers of 
the larger cities and communities other 
than their own through attending ses- 
sions of the Association helps to broaden 
their vision, enlarge their scope and takes 
them outside the “shell” referred to, and 
generally increases their ability to serve 
the best interest of the community in 
which they are located. 


From Iowa—The best way to secure 
the cooperation of the man who lives in 
the shell is to work at him from your 
headquarters; follow the situation from 
that point until you get at him from 
all the avenues of approach, and the last 
avenue would be through some officer 
located within his state or county. 
Through the process of these different 
avenues, I believe you would be able to 
break the shell. I believe that after you 
have received all of the answers to this 
questionnaire, if you could work out a 
sheet to give us the benefit of the ideas 
received, that would be good service ren- 
dered by your committee. 

From Kansas—We do not have any 
plan that will answer this question, but 
I may remark that life is somewhat of 
a shell, and you will find all kinds of 
shells in the world. There is the coun- 
try shell and the city shell, and the only 
difference between these shells is in the 
being that lives within each, and the dif- 
ference of the being within the shell is in 
the matter of vision. It has been my 
observation that the man of small vision 


or short vision or no vision at all is not 
always found in the country. 


From Nebraska—The American Bank- 
ers Association could do a world of good 
by educating the country banker that 
these so-called small-town methods of 
competition—quarreling and retaliations— 
are a thing of the past, and their closer 
cooperation means the greater develop- 
ment of their communities. The coun- 
try associations as suggested by the 
Agricultural Loan Agency of the War 
Finance Corporation are doing consider- 
able good in this section of Nebraska. 


Will Respond to Every Call 


From North Carolina—If something 
can be done for the country banker that 
has lived within a “shell” so long so 
that he may see and feel that his bigger 
brothers are willing and anxious to help 
him with his problems, and not try to 
tramp him under foot, as many now feel 
they are being treated by the enforced 
par clearance, you will find that same 
banker will respond to every call that you 
can convince him is right and just, and 
when he is convinced you will have his 
support. 


From Kansas—This is quite a question, 
but the only way, in my mind, is simply 
to “sell” them on the merits of the 
Association as to what they can do for 
the Association and what the Associa- 
tion can do for them. Show them pos- 
sible benefits to be derived from being 
a member of the Association. A great 
many of them can be shown, in my 
opinion, if the Association will tell them 
that it will be in a position to advise them 
as to the responsibility of stock-selling 
concerns; in other words, be a credit 
bureau to them. I imagine that many 
such places have been “stuck” during the 
past few years of living in their “shell.” 


Willing to Cooperate 


From North Carolina—Most country 
bankers are willing to cooperate with 
other bankers if they only knew how, 
and if it were made possible for them 
to make enough profits to enable them 
to crawl out of their shells. They are 
good fellows as a whole, albeit they may 
not all be world-wide in their views. 
But they know what is necessary to 
enable them to continue doing business. 
If you will do what you can to secure 
for them reasonable exchange for the 
collection of checks and make the system 
uniform throughout the country it will 
open the way for further cooperation and 
mutual helpfulness. 


From Missouri—You refer to the coun- 
try banker remaining in his “shell.” To 
begin with, let me tell you that this shell 
is composed of work, for he is the credit 
manager, the advertising agent, head of 
the insurance department, legal advisor 
of the public, his own stenographer, and 
very often his own office force entirely. 
Why do we not employ more help? Be- 
cause our profits will not stand it. Why 
not? Because we perform too many 
services for nothing. Why do we do 
this? Custom. Why don’t we change 
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our customs? Pig-headed competition. 
In our town we cooperate, however, but 
my entire board opposed me on a propo- 
sition to open at 9 a. M. and close at 3 
P. M., a proposition which emanated from 
our competitor bank. City directors are 
bankers. Country bank directors are 
country business men, many of whom 
keep their business going twelve hours 
per day. This is one answer to why the 
country boy goes to town, and an answer 
to why we cannot keep competent help. 
My plan is to educate the director along 
banking lines. The Association can help 
by sending them advertising matter. 


From Michigan—In regard to the “co- 
operation of the country banker who has 
lived within a ‘shell’ so long that such 
environment is a part of his existence,” 
there “ain’t no such animals” in Michi- 
gan. At least, I know of none. All of 
those whom I know went over the top 
selling Liberty bonds at a hundred dol- 
lars a throw. The most of them know 
that the country was made first and the 
cities afterward, and some of them even 
believe that if it were not for the coun- 
try the cities would go fast. Abraham 
Lincoln came from the country, you 
know. 


To Make More Money 


From Ohio—Pretty difficult to interest 
the country banker that “lives in a shell,” 
unless he can be shown a way to make 
more money for his institution. How- 
ever, keep impressing on him the good it 
will do him and his bank to belong to 
the American Bankers Association, and 
his state and group associations, and you 
may prevail on him to leave his “shell.” 


From Minnesota—What is most needed 
at this time is help for the farmers, and 
the big banks should be barred from the 
handling, as it necessitates a delay in 
each case when it first passes to the 
large. banks, und their experience is too 
limited as to the demands of the farmer 
and his ability to repay within a specified 
time. 


From Missouri—The country banker 
living in a shell is no more than you can 
expect, as he has plenty of work to do 
and has it to do himself, as generally 
the volume of business is not so great 
that ha can hire a bunch of clerks to run 
it, and he has to be a clerk himself. 
Furthermore, there are but very few 
moderate salaries that can be paid in a 
country bank, and about two or three 
moderate salaries are all that are paid, 
so the other help is cheaper help, which 
cannot be depended upon to run the 
bank; that is the reason that the country 
banker is in the shell. 


From. Illinois—A good way to make 
the country banker come out of his shell 
is to make a Bank Holiday out of any 
day on which there is a meeting of his 
state association or of his group or 
county association. Make the banking 
law so that he will be compelled by law 
to close his bank and attend in person 
or give an acceptable excuse to the Bank 
Commissioner of his state; or, in case of 
a national bank, let him give his excuse 
to the Comptroller. 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION July, 1922 


Currency 
Is Not Capttal 


See APITAL is that portion of all the previous product 

he of a nation which at any given time is available for 
oh new production. This will be a certain amount of 
tilled land, houses, buildings, stock, tools, food, 
sBchises roads, bridges, etc., which have been made and 
are ready for use in producing, transporting, and exchanging 
new products. 


@| These things are all the product of labor, and require time 
for their production. 


@ Nothing but labor spent upon them can produce others 
and time is required for this labor to issue in new and in- 
creased possessions. 


q Currency only serves to distribute this capital into the proper 
hands for its most efficient application to new production. 


q Banks, it must be repeated, only facilitate the transfer of 
capital from hands where it is idle into hands by which it will 
be usefully employed. 


@ Currency, therefore, is not capital, any more than ships are 
freight; it is only a labor-saving machine for making easy 
transfers. 


@ Banks do not create wealth, they only facilitate its creation 
by distributing capital in the most advantageous manner. 


Qf, therefore, currency is multiplied, it is a delusion to 
suppose that capital is multiplied, or, if ‘‘money is plenty,”’ 
by artificial increase of its representatives, it is only like 
increasing the number of tickets which give a claim on a 
specific stock of goods—the ticket-holders would be deceived 
and could, in the end, only get a proportional dividend out 
of the stock. 
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—William Graham Sumner 
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FIRST NATIONAL BANK 
JAMAICA, L. I., N. Y. 


HOLMES & WINSLOW, 
Architects 


Gray matt glazed Terra Cotta 


Your BUILDING and new BUSINESS 


{] Poe practically every bank is making 
definite determined efforts to attraét new 
depositors. Advertising, new business depart- 


ments, specialized services—every good 
method is utilized. 


Also the modern banker realizes fully that 
an appropriate banking structure is of real 
value in attracting the man in the street— is 


in fact, a permanent advertisement. 


Glance at the First National Bank, Jamaica 
—notice how definitely its architecture in- 
spires confidence. In its broad outlines and 
time-honored classic simplicity it stands for 


permanence—for stability. 


Terra Cotta is the material with which 


A 


the archite& so successfully expressed the 
character of this bank. 


Terra Cotta, unlimited in form and in 
range of color, is available for any type of 
architecture. And its beauty is permanent. 
Dirt and grime cannot penetrate its surface 
—a simple washing with soap and water 
will always restore its original beauty. In 
addition it is highly fire-resistant and weather- 
proof. 


If you are contemplating the erection or 
alteration of a bank building, write us for 
literature. We believe we can be of service 
to you. Address National Terra Cotta 
Society, 19 West 44th St., New York, N.Y. 
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Permanent Beautiful Profitable 
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The Condition of Business 


N outstanding feature of the business 

Aversion is the inflation in com- 

modities. There is a sharp advance 

in wholesale prices. Cotton, wheat, 

steel products and woolen cloths have 
gone up. 

“What does this portend?” asks the 
Journal of Commerce and Commercial 
Bulletin. “For about eight months there 
had been practical stability in prices, as 
shown by index numbers, and now the 
upward movement is resumed. Prices 
were already about 40 per cent. above 
the level of 1913; and, with the increases 
of last month and this, they have now 
reached a point some 50 per cent. above 
that of the former year. If they should 
go ahead at the present rate, living costs 
will soon be noticeably advanced ‘since 
retail prices, slow to respond to reduc- 
tions in wholesale values—are quick to 
follow them when the movement is up- 
ward. This state of things is also of 
large significance from 
the standpoint of cur- 
rent business.” 

With conditions as 
unstable as they are 
today, it is feared that 
price increases are not | 
likely to be kept within 
bounds and that the 
bidding up of values, 
aided by cheap money, 
will make for a con- 
dition of artificial in- 
flation. 

“How this prospect 
is viewed by some of 
the more far-seeing 
business men is illus- 
trated in the current oe 
refusal of the banks 
in Chicago to fall in 
with the movement for 
reduction of discount a 
rates. The situation 
is directly before the 
banks for their action 
from this time on, and 
they must assume a 
large measure of responsibility. 

“There is a danger of pushing the re- 
turn to prosperity a good deal too fast, 
and thus of getting ‘prosperity’ in a false 
form—chiefly as price increases, specula- 
tion and disturbances. Of such activity 
and ‘prosperity’ the nation and the world 
at large have seen too much within the 
past few years. If business cycle theories 
have any validity whatever, they should 
teach the desirability of avoiding action 
that may conduce to another period of 
inflation and subsequent depression. The 
time to take serious thought for the fu- 
ture is now.” 

“In view of the relationship between 
prices of farm products and of manu- 
factures,” says the Guaranty Survey, “it 
seems reasonable to expect that the fu- 
ture course of prices will be governed 
largely by the influences determining 
whether, in the readjustment of prices 
that may be expected, farm products 
will increase or manufactures decline. It 
has been noted that there is a remarkable 
parallel between the value of all farm 
products in this country and the value of 
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manufactures added by the manufacturing 
process, as shown in the following table 
compiled by Mr. David Friday, which in- 
cludes, in addition to official figures, his 
estimate of value added by manufacture 
in 1921: 


Value of Farm Value Added by 


Products Manufacture 

In millions of dollars 
1899 ieee cece: 4,717 4831 
1904 Seer t= 6,122 6,293 
1909 srrepeeee- cca 8,558 8,529 
1914 eae 9,895 9,878 
191.9 eect: 23,783 25,046 
192 lope, tes 12,366 - 12,000 


“Those who expect a continuance of 
this similarity in values through a de- 
cline in the prices of American manu- 
factures find a measure of support for 
the opinion in the fact that the volume 
of manufactures declined sharply in the 
period of depression. Approximately 
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full utilization of manufacturing equip- 
ment would tend to depress prices of the 
products. Moreover, the reduced pur- 
chasing power of Europe, upon which 
American farmers must largely depend 
for the sale of their products is expected 
to remain below normal for some years.” 
The foregoing feature of business 
grows prominent just as it becomes clear 
that the surplus stocks of raw materials 
have been liquidated and no longer hang 
over the market. 
.. Wool,” says the New England Letter, 
“fs a conspicuous example. The enor- 
mous .weight of surplus wool, which it 
was generally believed would require 
years to absorb, has vanished, and wool 
has doubled in value within a year.” 


Credit and Capital 


_ “A prime essential to business recovery 
is a lessening of the credit strain which 
characterizes the period of crisis, ob- 
serves the bulletin of the Chemical 
National Bank. The degree to which 
interest and discount rates have fallen is 
indicated in the accompanying chart. For 


each of the four series there represented 
the highest monthly average rate attained 
during the period of liquidation has been 
given the value of one hundred, and the 
rate in May, 1922, has been expressed 
as a percentage of that base. The im- 
provement in these fundamental factors 
is pronounced. Credit and capital are now 
obtainable on easier terms, than at any 
time during the last three years.” 

Effective June 22, the Federal Reserve 
Bank of New York established a rate of 
4 per cent. for all rediscounts and ad- 
vances. The reduction was from 4% per 
cent. which rate was established in New 
York on Nov. 3, 1921. The feeling over 
business in general continues to improve. 
There are many circumstances to warrant 
the belief that business is not far from 
normal. More industries are entering into 
the profit making class, consumption and 
production are encouraging, there is im- 
provement in foreign trade and the losses 
of recent months have 
been checked. 

Of the iron and steel 


industry, the New 
England Letter says: 
“Conditions in the 


iron and steel industry 
are conflicting with 
some cheerful features, 
and some less encour- 
aging. The coal strike, 
now in its eleventh 
week, is commencing 
to have a pronounced 
effect upon production 
and consequent con- 
gestion at many mills 
is increasing steadily. 
Asa result, sellers gen- 
erally are showing 
greater hesitancy in 
making future com- 
mitments. The rail 
strike agitation, caused 
by the recently an- 
nounced wage reduc- 
tion, is another deter- 
rent to the healthy 
growth of business. These two factors, 
combined with strong buying pressure, 
are steadily forcing the market upward, 
in spite of the stabilizing influence of 
some of the larger producers.” 


The Crops 


The big factor in the business situa- 
tion is agriculture. If the weather con- 
tinues to be favorable there is every indi- 
cation that the crop yields will be good 
and that the harvest will bring fair prices. 
The winter wheat crop, now almost 
assured, may in the opinion of the Liberty 
Central Trust Co. of St. Louis, exceed 
that of 1921. Prospects for Spring wheat 
are good. Corn is doing well but the 
critical period for the crop has not yet 
been reached. 

“The biggest ‘favorable trade balance’ 
that we ever had prior to the war, says 
the Trade Record of The National City 


Bank of New York, was $666,000,000 in ~ 


the fiscal year 1908, $665,000,000 in 1901, 
and $653,000,000 in 1913. In the fiscal 
year 1914, all of which elapsed before the 
beginning of the war, the excess of ex- 
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ports over imports was $470,653,000, and 
in the fiscal year which ends with this 
month will be approximately $1,140,000,- 
000, or 140 per cent. over that of the year 
preceding the war, and nearly 100 per 
cent. above that of any pre-war year.” 


Rate of Exchange at 
Genoa 


WIRELESS to the New York 

Times from Berlin pictures money 
values at the conclusion of the economic 
conference: 

The Genoa conference is over and the 
chief guests are paying their hotel bills. 
Mr. Lloyd George pays in gold, Signor 
Schanzer in silver and lire notes, M. 
Barthou by means of a check on the 
Credit Lyonnais. 

When his bill is presented to Herr 
Schober, Austria’s principal representa- 
tive, he takes out of his portfolio two 
vast sheets of paper and presents them 
to the maitre d’hotel. There are stamps 
on them—round, oblong and triangular 
revenue,stamps—there are rubber stamp 
markings in black, red and green and 
blue ink; there are signatures legible and 
illegible; there is much writing and type- 
writing; there are long columns of fig- 
ures. 

“Excuse me, your Excellency,” ven- 
tures the maitre d’hotel, “but are those 
orders on your bank?” 

“Oh, no, no,” replies Herr Schober. 
“These are two bills of lading. Two 
wagon loads of Austrian notes are at the 
Piazza Principe Station. You can obtain 
the delivery of them at once.” 

Tchitcherin, in a cloud of cigarette 
smoke, is presented with his bill. From 
his pocket he takes a packet and throws 
it on the table. The sound suggests that 
something metallic is in the packet. Is 
it, wonders the maitre d’hotel, some of 
the gold which the Soviet government 
has been taking from the Russian 
Churches ? 

“Is it gold or silver, sir?” he asks. 

“Oh, dear no; the packet only contains 
a couple of plates from which we print 
our banknotes,” replies Tchitcherin. 
“Take them away, and print as many as 
you like.” 

Herr Wirth, chief German delegate, 
) approaches and has private conversation 
) with the maitre d’hotel. As a result, the 
matter of the hotel bill is satisfactorily 
settled on a basis of a moratorium and 
subsequent payment in kind. 


CONDENSED STATEMENT 
At the close of business, May 5, 1922 


ASSETS 
Loans and Discounts 
U. S. Bonds and Certificates 
Other Bonds and Investments 
Banking House 
Customers’ Liability; Letters of Credit, etc. 
Cash, due from Banks and U.S. Treasurer, 


Interest earned 


$100,771, 364.53 
8,878, 432.56 
6,298, 629.15 
1,500, 000.00 
6,590, 421.12 

38, 934,217.69 
354, 800.66 


$163, 327,865.71 


LIABILITIES 


$4, 500,000.00 
13,500, 000.00 
2,436, 399.38 
811,663.24 


Capital Stock 
Surplus 
Undivided Profits 


$21,248, 062.62 
607,032.10 
358,816.50 

7, 963,508.09 


Unearned Interest 
Circulation ee eo 
Letters of Credit and Acceptances....... 
Deposits, viz: — 
Individuals 
Banks 


$86, 104, 881.32 
45, 831,215.08 
1,214, 350.00 


133, 150,446.40 
$163, 327, 865.71 


Seeking New Business on Our Record 


_ CHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


Founded 1824 
BROADWAY AND CHAMBERS, FACING CITY HALL 


It costs $1.45 per 100 pounds more to 
ship eggs from San Francisco to New 
York than it does from Shanghai to New 
York. In fact, it is possible to ship from 
San Francisco to Shanghai and from 
there to New York and save 75 cents 


Carl A. 


over rail rates across the continent. 

Out of the dollar which labor pays 
for the products of the farm, the farmer 
gets only 38 cents. Out of the dollar 
which the farmer pays for the products 
of labor the labor man gets only 35 cents 
—Smith W. Brookhart. 


At a meeting of the board of directors 
of the Cayuga County National Bank, 
Auburn, N. Y., held June 5, 1922, Wil- 
liam K. Payne was elected president of 
the bank to succeed Charles P. Burr, de- 
ceased. George E. Snyder, cashier of the 
bank was elected vice-president, and also 


retains the position of cashier. 
Neumeister who had been assistant cash- 
ier and trust officer was elected to the 
office of vice-president and also retains 
the position of trust officer. Frederic E. 
Worden was appointed to the office of 
assistant cashier. 


CLEARING HOUSE SECTION 


Clearing House Bureau of Credits 


this office from time to time rela- 
tive to the operation of a bureau 
of credits for cities contemplating 
the installation of the examiner system. 
Chicago, Cleveland and Columbus have 
such bureaus operated under the direct 


| Bixee have been received at 


supervision of their clearing house ex- _ 


aminer. In Richmond, Va., a credit bu- 
reau has been established recently, which 
is working to the satisfaction of all the 
member banks of the clearing house. Its 
operation is quite simple and the principle 
may be adopted by any city. 

This bureau is under the direct super- 
vision of a paid secretary and has been 
found to be simple and practical in 
its operation. The cost for maintaining 
it compared to the benefits received by 
the members, is very small. The opera- 
tion of this system is very simple. 

John Doe applies to the American Na- 
tional Bank for a loan. The officer in 
charge immediately wants-to know if he 
has borrowed money from other banks of 
Richmond. Therefore, he sends a re- 
quest to the secretary properly filled out 
on Form No. 1, (shown herewith) in- 
dicating at the same time the indebted- 
ness due to his institution. If there is no 
indebtedness, it shows an application for 
a loan is pending. The secretary upon 
receiving this request from the American 
National Bank immediately sends out 
form No. 2 to each member and non- 
member of the association, asking them 
to furnish the amount of loans and other 
liabilities held by them against John Doe 
on a certain date. This form, after 
being properly filled out by an officer of 
the bank to which it has been sent, is 
forwarded to the secretary of the asso- 


ciation, who immediately notifies the 
FORM Ko. : 
. OFFICE OF 
Richmond) Vay cc ee ae 


To the Secretary of the 


Credit Bureau Clearing House Association of Richmond 


Dear Sir: 
You will please ascertain for this Bank, the amount of Loans and other 


Liabilities held by the various Banks against... 


on the... PSEA ORS cosh acciegann ane ne en ees eae Ertan (Zrase 


Respectfully, 


Cashier 


This Bank holds against said... 


as follows: 

Liability az Payer on Paper with Collateral. 

Liability as Payer on Paper without Collateral 

Liability as Payer on Paper with Endorsement... 

Liability as Endorser on Paper with Collateral 

Liability aa Endorser on Paper without Collateral 

Liability as Payer any other Capacity... pes 
Total 


of oe & Ne Mm 
“ww we He HOH OH 


The party above referred to is an Applicant for a Loan. 


“Cashier 


"FORM No. s 
OFFICE OF THE 


Credit Bureau, Clearing House Association of Richmond 


Richmond; Visio eee bata 


Vice-Pres. 
Cashier of | ne » Bank 
Dear Sir: 

In atiswer to your inquiry on Form No, tof 
192..._, relative to the amount of Loans and other Liabilities held by the: 
various Banks of this Association, on the... day of. 

VO2 oc, BEBINGE oo ssaseesnssesticsroes penis 
I submit the following, viz.: (Dollars only.) 
1. Liability as Payer on Paper with Collateral 000. $ 
2 Liability as Payer on Paper without Collateral. 
3. Liability as Payer on Paper with Endorsement...200000000 $0. 
4, Linbility as Endorser on Paper with Collateral Bice 
* 

S. Lisbility as Endorser on Paper without Collateral. 0000000 $0, 
6. Liability as Payer any other Capacity. 0S 

Banks handling... Tota S$ 

Respectfully, 
es Sorat — 


ne 


American National Bank—the institution 
making the original request—that John 
Doe is a borrower in one or several insti- 
tutions to the extent of so much money. 
The secretary’s report to the American 
National is filled out on Form No. 3, 
giving the number of the banks from 


“which John Doe has borrowed money but 


not giving the names of the banks. 

The Merchants’ National Bank, which 
institution was one of the members asked 
by the secretary to furnish the informa- 
tion called for by the American National 
is also interested, inasmuch as John Doe 
is a borrower from that institution as 
well. The cashier of the Merchants’ Na- 
tional requests the secretary to inform 
him as to the amount of the loan that 
John Doe has applied for as well as 
any other loans he may have with the 
other clearing house banks. When he 
forwards to the secretary on form No. 
2, the information that he has asked for, 
he also has the privilege as will be noted 
on the bottom of this form No. 2, of 
requesting a copy of the report in this 
case, if he is interested. The secretary, 
upon receiving the amount of loans and 
other liabilities from the Merchants’ Na- 
tional as well as from the other banks 
that are creditors (form No. 2 being 
used) tabulates or compiles the informa- 
tion, thereby obtaining the total amount 
of borrowings by John Doe from one 
or several institutions. This information 
is then sent to the Merchants’ National 
Bank, which made the second inquiry on 
form No. 3. Any other institution that 
may have asked for this information is 
likewise notified. 

The names of the banks granting loans 
to John Doe are not known to one an- 
other; only the total amount of the 
borrowings i is given out by the secretary. 
The bank making the inquiry as well as 


34 


the banks furnishing the information, if 
they so desire, will ascertain what ‘the 
total line of credit is, that has been ex- 
tended to John Doe, thus preventing 
any duplicate borrowings or over-exten- 
sion of credit, which in a number of cases 
has brought hardship on many banks. 
In Richmond, it usually requires three 
days to obtain a full report, as some of 
the banks are located in outlying dis- 


tricts. When an urgent case is necessary, 


the secretary uses the telephone, calling 
on members and non-members of the 
Clearing House, getting the information 
the same day the request is made. 

It is fully understood among the mem- 
bers that requests for information simply 
to satisfy idle curiosity, are not permit- 
ted. This cooperation among the banks 
makes for the successful operation of 
this system. 

A paragraph from a letter written by 
the vice-president of one of the largest 
banks of Richmond, reads as follows: 

“We have found this system quite use- 


ful in many instances, for the inquiring. 


bank not only obtains the indebtedness 
in every particular but whether security is 
given with some and not with others. We 
believe this bureau will work successfully 
in any city the size of Richmond.” 
During the past few years, it has been 
found in many instances, that firms, cor- 
porations and individuals have borrowed 
more money than they were entitled to, 
thereby causing many banks losses. Such 
a bureau will prevent any duplicate bor- 
rowing. It can and should be handled by 
one man, as the source of all information 
should be held in the strictest confidence. 


or ore etreee 
-‘Greiit an Dearing | House Association of Richmond 
Richmond, Ve. 92: 
Vice-Pres. : 
Cashier of (2 Bank 
of RICHMOND, VA. z 
Dear Sirs % 


You will please furnish this Association, on Form below, the amount 


of Loans and other Liabilities held by you against... 


PRY O8peccssracnascasnaep 
Respectfully, 
Dottars oo ead 
t Liability an Payer on Paper with Cobar Gee : 


2 Linbility as Payer on Paper’ without Collateral .....8. 
3. Liability es Payer an Paper with Endorsemeritevecnccc-- 
(Lindl ts Emdesser on Paper with Colston! oo 
a “$. Liability 2s Endorser on Paper without Collateral... $cc 
fh Cables os Pager any thee Copecty $0 


Sr te oek Ot IEICE a 


= 
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The 24-page illustrated book, 
«‘Armstrong’s Cork Tile’, con- 
tains a complete description of 
the material and suggests in- 
teresting possibilities for its use. 
A copy and sample tile will 
be forwarded to you upon re- 
quest—tree of charge. 


Armstrong 
Cork & Insulation Company 


176 Twenty-fourth Street 
PITTSBURGH, PA. 


Also manufacturers of Linotile Floors 


Armstrong’s Cork Tile covers the 
entire first floor of the Malden 
Savings Bank, Malden, Mass. 
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Distinctly 
a Bank Floor 


With the development of quiet 
dignity in bank architecture and 
_appointments, the peculiar fitness of 
Armstrong’s Cork Tile is coming more 
and more to be appreciated. ‘Tiles of clean cork shav- 
ings, made in three soft shades of brown, afford designs 
that are pleasing and distinctive and perfectly in keep- 
ing with the atmosphere of the financial institution. 


EIVE 2 


\ Fae 


PZOS PERL 


Closely allied with its luxurious appearance are the 
factors of resilience and noiselessness which promote 
the comfort and efficiency of employees. A floor of 
Armstrong’s Cork Tile is restful underfoot and pre- 
vents entirely the fatigue and strain so noticeable 
wherever hard floors are used. 


Nonabsorbent of moisture and having no crevices 
where dirt may collect, Armstrong’s Cork Tile is easy 
to clean and keep clean. It needs no refinishing. With 
reasonable care, it will last for years—a satisfying 
and economical floor. 


mele 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 


CORK TILE 
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Reduced Railroad Rates to the Convention 


tickets have been granted to 

delegates and immediate 
members of their families who will 
attend the convention of the Amer- 
ican Bankers Association in New 
York City, October 2-6. 

Round trip tickets require valida- 
tion by agents of terminal lines at 
New York City. 

Identification certificates will be 
forwarded to members of the Asso- 
ciation in due course. 

One certificate will be used by 
delegate and immediate members 
of his family. 

If more than one person will at- 
tend from a bank that is a member, 
additional certificates will be re- 
quired and will be furnished upon 
application to the Secretary of the 
American Bankers Association. 

Various Passenger Associations 
throughout the country and Canada 
have authorized a fare and one-half 
for the round trip on the identifica- 
tion certificate plan as follows: 


Reeseeeee fares for round trip 


Chicago and East Thereof 

(Including the New England, the 
Trunk Line, the Central, and 
Southeastern Passenger Associa- 
tions. ) 

Dates of sale—September 28th to 
October 4th inclusive. Return limit 
—Arrive original starting point not 
later than midnight of October 
12th: 


Western Passenger Association 


Dates of sale—September 28th to 
October 4th inclusive. Return limit 


—Arrive original starting point not | 


later than midnight of October 
12th. To apply from Illinois, Iowa, 
Kansas, Minnesota, Missouri, Ne- 
braska, Northern Michigan, North 
Dakota, South Dakota and Wiscon- 
sin, also from Julesburg, Colo. 

Dates of sale—September 27th to 
October 3d inclusive. Return limit 
—Arrive original starting point not 
later than midnight of October 
13th. To apply from Colorado 
(except Julesburg), Idaho, Mon- 
tana, New Mexico, Utah and Wy- 
oming. 
Southwestern Passenger Associa- 

tion 

Dates of sale—September 28th to 

October 4th inclusive. Return limit 


—Arrive original starting point not 
later than midnight of October 
12th. To apply from Missouri, 
Kansas, Arkansas and Louisiana. 

Dates of sale—September 27th to 
October 3d inclusive. Return limit 
—Arrive original starting point not 
later than midnight of October 
13th. To apply from Oklahoma 
and Texas. 

The following southwestern lines 
are not party to the reduced ex- 
cursion fares herein announced: 
Arkansas and Louisiana Missouri 
Ry.; Ft. Smith and Western RR.; 
St. Louis, El Reno and Western 
Ry.; Jonesboro, Lake City & East- 
ern RR.; Kansas, Oklahoma and 
Gulf RR.; Memphis, Dallas and 
Gulf RR.; Mississippi River and 
Bonne Terre RR. 


Trans-Continental Passenger As- 
sociation 


Dates of sale—September 26th to 
October 2d inclusive. Return limit 
—Arrive original starting point not 
later than midnight of October 


14th. To apply from Oregon and 
Washington by direct routes 
through the Missouri River and St. 
Paul—the reduction, however, will 
not apply from Portland or points 
south through California nor from 
California or Nevada. 

Those traveling from California, 
Nevada, and from Portland and 
points south through California 
may avail themselves of tourist 
fares in effect daily to New York, 
N. Y., and return, as follows: From 
San Francisco, Los Angeles or San 
Diego, $200.98. 

Round trip tickets at fares shown 
in preceding paragraph are limited 
to nine months from date of sale 
and are good for stopover at any 


_ point en route in either direction. 


Canadian Passenger Association 
(Eastern Lines Territory) 


Dates of sale—September 28th to 
October 4th inclusive. Return limit 
—Arrive original starting point not 
later than midnight of October 
12th. 


BANK SALARIES COMPARED WITH CAPITAL, SURPLUS 
AND DEPOSITS 


Compiled by O. B. Taylor, Vice-President The Merchants Bank and Trust Co., 
of Jackson, Mississippi 


Monthly 

Bank Capital Surplus Deposits Salaries 
1 $750,000 $250,000 $5,000,000 $7,500 
eZ, 650,000 432,500 3,872,000 3,870 
3 150,000 100,000 4,800,000 4,905 
4 100,000 100,000 2,900,000 5,000 
5 150,000 528,000 5,029,000 6,000 
6 500,000 500,000 4,250,000 4,312 
7 300,000 100,000 5,539,000 4,395 
8 250,000 200,000 3,400,000 5,000 
9 250,000 150,000 3,890,000 4,300 
10 310,000 315,000 5,570,000 5,200 
11 250,000 125,000 3,800,000 3,500 
12 250,000 350,000 4,540,000 3,613 
13 500,000 200,000 5,182,000 5,100 
14 200,000 203,000 4,261,000 4,160 
15 200,000 100,000 3,605,000 8,646 
16 150,000 291,000 7,001,000 9,800 
17 700,000 70,000 5,000,000 8,600 
18 162,000 162,000 2,761,000 dete 
19 323,500 232,000 4,467,000 5,621 
20 200,000 100,000 4,000,000 2,170 
Total $6,345,500 $4,508,500 $88,867,000 $108,964 
Average $317,275 $225,425 $4,443,350 $5,448 

Salaries Average .017 per cent. of Capital 
024 per cent. of Surplus 
O1 per cent. of Capital and Surplus 


00122 per cent. 


of Deposits 


Economic Waste in Coal Mining 


O element in the business 
IN: community can permanently 

maintain itself in a more fav- 
orable position as a result of condi- 
tions created by the war than other 
elements in our business life. The 
laborer is worth his hire, and no 
more, and his hire is determined by 
the economic value of his services 
in the general scheme of industry 
and business. 

The coal miners are trying to get 
increased wages and to do less 
work. That is a very serious prob- 
lem for the country as a whole. 
They are fighting for the mainte- 
nance of wages approximately four 
times what they were in 1914. They 
are fighting for a five-day week, 
six hours a day; that is, a thirty- 
hour week. Last year in the Illinois 
coal fields seventy-four thousand 
miners worked one hundred and 
thirteen days. It is estimated that 
forty-two thousand miners could 
have produced the same quantity of 
coal by working two hundred and 
forty-three days, which was the 
normal time that the fields could 
have operated. That situation rep- 
resents an economic waste that the 
rest of the community must pay for. 
- It means that other people are work- 
ing overtime in order to support 
two miners who do one miner’s 
work, for the excessive cost of pro- 
ducing coal under such uneconomic 
conditions increases the cost of coal 
to the consumer, whether domestic 
or manufacturing. The purchasing 
power of the wages of labor in 
general is thereby reduced. 

America cannot prosper if un- 
balanced conditions like that go on, 
whether in regard to coal, trans- 
portation or building labor. By the 
brute strength of a strike labor may 
misuse its power to establish for 
the moment higher wages than are 
justified by the economic worth of 
its services to the community, but 
fortunately we have in economic 
forces. self-correcting factors. 
Through the painful process of 
business depression, unjustly high 
wages in any particular line will be 
forced down in the long run to an 
equilibrium with wages in other 
lines. 


By THOMAS B. McADAMS 


President American Bankers Association 


A better process, and a less pain- 
ful one, is for enlightened public 
opinion to set itself definitely 
against unjust demands of labor at 
the outset and to prevent the estab- 
lishment of abnormally high wages 
for any class of labor. There is 


no one who believes more sincerely 
in the proper organization of labor 
than I do, but this belief does not 
blind me to the dangers of labor 
overleaping itself under radical 
leadership and attempting to run 
counter to economic forces by try- 


This busy 

St. Louis 
scene was 
photographed 
in the 


World’s Largest Tobacco Manufacturing Plant 
INCE earliest days St. Louis has been a leader in the 


manufacture of tobacco products and is today pro- 
ducing more than sixty-five million dollars’ worth of 


such goods each year. 


St. Louis’ industrial importance and its pre-eminent 
position as a distributing center have contributed might- 
ily to its growth and to the growth of the Mercantile 


Trust Company. 


dL Through our close, constant contact with St. Louis’ 
commercial life and because of our keen perception of 
this community’s requirements, we are especially qualified 
to serve individuals, banks and business concerns desiring 
representation in this important field. 


DEPARTMENTS: 


Banking 
Bond 


Corporation 


Member federal 
Rerevve Lirtem 


EIGHTH AND LOCUST 


Real Estate Loan 
Real Estate 
Public Relations 


Mercantile eT; 


Safe Deposit 
Savings 


Trust 


2S Coverament 
Jupervirion 
—-TO ST. CHARLES 


SAINT LOUIS 
Capital and Surplus $10,000,000 
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ing to establish one class of work- 
ers in a more favorable position as 
to wages as against the best in- 
terests of all classes of labor. 

America has been built up largely 
on three things: the development 
of individual initiative, cheap fuel 
and cheap transportation. You 
cannot have cheap fuel under the 
conditions that now exist in the 
coal mines in this country and that 
will exist if Mr. Lewis, of the 
United Miners, has his way. 

The situation can be solved cor- 
rectly if enlightened public opinion 
insists upon using its power. The 
operators can say to labor, “All 


right, we will agree with you on 
a scale and just pass it on to the 
consumer.” But that is where the 
American public comes in. Before 
the war coal could be delivered 
from the Charleston, West Virginia, 
fields into Cincinnati at $2 a ton. 
The railroad got $1 and the mine 
got $1, and they both made money. 
Today it is $5 a ton, and both the 
railroad and the operator lose 
money. 

Who is paying that bill? The 
public. Every time you buy a pair 
of shoes, every time you ride on 
the train, every time you purchase 
or consume anything, you pay part 
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of that bill. The American public 
is directly and vitally interested in 
the settlement of this proposition in 
a way which will insure fair work- 
ing conditions and hours, and a 
just amount of work for a just 
day’s pay. Having paid the miner 


liberally and in proportion to what 


he is contributing to the national 
welfare, then we can be prepared to 
pay a proper profit on the output of 
the operator. If we can solve this | 
coal situation satisfactorily, it will 
do more to stimulate renewed activ- 
ity in business than in any other one 
problem that is confronting the 
American people at this time. 


Governments and Money 


By BENJAMIN M. ANDERSON, Jr. 


Economist of the Chase National Bank of New York 


ONEY is not political in its 
M origin. Money grew up in 

an unconscious way as men 
found certain commodities more 
easily portable and saleable than 
other commodities, and accumu- 
lated in order that they might the 
more readily obtain through them 
other commodities which they 
needed in exchange. Even today 
the government regulation of 
money is not universal in the world. 
There is a great country in the Far 
East where the people often dis- 
trust the government’s stamp upon 
their silver, and insist upon assay- 
ing and weighing the coins from the 
public mints, but where the same 
people readily enough accept the 
silver coin bearing the stamp of 
their private banks. The primary 
function of government in connec- 
tion with money is not to create 
money or to give it legal tender 
quality, but rather to certify to the 
weight and fineness of the standard 
precious metal of which the money 
is made. Certainty regarding the 
quality of the money with which 
men do business is absolutely essen- 
tial if modern economic life is to 
go on satisfactorily. When money 
is fluctuating rapidly in value, and 
especially when it is sinking rapidly 
in value, speculation takes the place 
of business, and production is cur- 
tailed or stopped. Moreover, thrift 
gives way to extravagance. If I 


think that the money I hold is go- 
ing to be worth 50 per cent. less 
six months hence than it is today, 
the intelligent thing for me to do is 
to spend it now lest, like overripe 
fruit, it spoils on my hands. When 
a.government preverts and debases 
the money of the people, it is guilty 
of one of the worst crimes of which 
a government can be guilty, and it 
is this crime on the part of the 
governments of virtually every 
continental belligerant which lies 
deepest at the root of the existing 
economic disorders of Continental 
Europe. 

The issue of paper money has no 
mystical significance. A piece of 
paper money is a promise to pay 
real money, namely, gold or silver. 
When a bank or a government is- 
sues its promise to pay in the form 
of a bank note or a government 
note and keeps this promise, re- 
deeming the note whenever it is 
presented, the bank note or the 
government note will be held at the 
value of the metal in which it is 
redeemed. So long as the issuing 
bank or government measures up 
to, those responsibilities which lie 
at the root of the capitalistic sys- 
tem, namely, meeting obligations 
and keeping contracts when they 
fall due, no difficulty arises regard- 
ing paper money. When, however, 
a government forgets that paper 
money is really a creature of con- 


tract law, and expects to endow it 
with some mystical attribute drawn 
from its sovereignty or from the 
magic fountain of the popular will, 
and issues it, without redeeming it, 
to meet the fiscal needs of the treas- 
ury, disorders of the gravest sort 
arise. These disorders do not rep- 
resent a failure.of capitalism. They 
rather represent the poisoning from 
outside of the capitalistic order. 
They grow out of departure from- 
capitalistic principles rather than 
from adherence to capitalistic prin- 
ciples. 

Under the capitalistic system the 
private enterpriser is held rigorous- 
ly in check by the balance sheet. 
He must match his outgo by his 
income; he must match his liabili- 
ties by his assets. He is prevented 
from wasting the resources of the 
community by the inexorable check 
of the balance sheet, backed by the 
bankruptcy courts. The best, and 
strongest, and most upright gov- 
ernments in their dealings with 
the markets compel themselves to 
conform to similar checks. They 
meet their obligations on demand 
and at maturity. They plan in ad- 
vance to have income drawn from 
taxation which will match their ex- 
penditure. They keep their liabili- 
ties within the limits of their assets. 
But when a government, politically 
strong but financially inept or weak, 
seeks to reinforce its financial 
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power by political pressure and, by 
law, compels debtors to take from 
it and from others a paper money 
which they distrust ; when it spends 
funds which it does not have, and 
when it borrows funds which it 
cannot repay, then it can easily dis- 
organize the whole system of mar- 
ket prices, and also production and 
consumption, which are guided and 
controlled by market prices. 

We need a reaction toward the 
gold standard throughout the 
world. We need a reaction toward 
sound public finance throughout the 
world. I should like to recall the 
dictum of Grover Cleveland, who 
remarked one time that it is not 
the business of the government to 
support the people, but rather that 
it is the business of the people to 
support the government. I do not 
believe that it is a proper function 
of government today to print paper 
or to increase public debt for the 
purpose of paying pensions, or 
soldiers’ bonuses, or unemployment 
doles, or bread subsidies, or similar 
things. Governments must either 
get funds from taxes, or else cur- 
tail expenditures. I do not believe 
that there is any magic power in 
government to create by edict new 
sources of wealth. I believe that 
the most efficient productive system 
which the world has ever seen, or 
is likely to see, is the system of 
private property, free enterprise, 
and competition, based on sound 
money and sound finance and that 
reaction to this system in the strick- 
en regions of the world is the sur- 
est promise of industrial, revival. 


Convention Calendar 


DATE ASSOCIATION PLACE 
July 17-20 American Institute of 
Banikingan ae enreraceseccn. 

Portland, Ore. 

ily ai7-20.. Oregotive.. s::. ...Portland 
Aug. 18-19 Montana........ Missoula 
Aug. 23-24 Kentucky.....West Baden 
Pen eo=7On2) Nevada ve. so ae5 fa ess 
Lake Tahoe, Calif. 

Sept. 7 Delaware....... Rehoboth 
Sept. 13-14 Indiana...... Indianapolis 
Sept. 22-23 New Mexico....Las Vegas 
Beasts 926-270) Nebraska «0% a. £2 2. Omaha 
Oct. 2-6 American Bankers Asso... 
New York City 

Mev. 10-11 Arizona... 0.00524. Bisbee 


National Bank of Commerce 
in New York 


Established 1839 


STATEMENT OF CONDITION 


MAY 5, 1922 


RESOURCES 
Loans and Discounts. ..$259,165,930.13 
U. .S. Treasury Notes, 
Victory Notes and Lib- 
erty Bonds 
Other Bonds and Securities 
Stock of Federal Reserve 


67,410,609.93 
6,598 ,297.32 


1,500,000.00 
Banking House 4,000,000.00 
Cash, Exchanges, and due ~ 

from Federal Reserve 

120,890,723.86 

Due from Banks and 
Bankers 

Interest Accrued........ 

Customers’ Liability un- 

der Letters of Credit 

and Acceptances...... 


8,288,358.94 
1,580,571.90 


$502,660,298.30 


LIABILITIES 
$25,000,000.00 
25,000,000,00 
'11,206,239.77 
387,886,235.03 


Capital 

Surplus 

Undivided Profits 

Deposits 

Bills Payable with Fed- 
eral Reserve Bank... 

Reserved for Interest and 
Taxes Accrued 


Paid? ups. .c0.: 


5,000,000.00 


2,987 ,621.69 
1,25 
Letters of Credit and Ac- 

ceptances 
Acceptances’ sold 

our endorsement 
Foreign Bills sold with 

our endorsement 2,847,782.36 
Other Liabilities........ 5,620,000.00 


34,862,527.72 
with 
997,414.35 


$502,660,298.30 


PRESIDENT 
JAMES S. ALEXANDER 


VICE-PRESIDENTS 


J. HOWARD ARDREY 
JOSEPH A. BRODERICK 
GUY EMERSON 


LOUIS A. KEIDEL 
DAVID H. G. PENNY 
JOHN E. ROVENSKY 


FARIS R. RUSSELL 
STEVENSON E. WARD 
ROGER H. WILLIAMS 


SECOND VICE-PRESIDENTS 


HARRY P. BARRAND 
LOUIS P. CHRISTENSON 
JAMES |. CLARKE 


ELMORE F. HIGGINS 


ARCHIBALD F. MAXWELL 


FRANZ MEYER 


EDWARD H. RAWLS 
EVERETT ES RISLEY 
HENRY C. STEVENS 


CASHIER 
ROY H, PASSMORE 


AUDITOR 
PAUL B HOLMES 


DIRECTORS 


JAMES S. ALEXANDER 
JOHN W. DAVIS 
WILLIAM A. DAY 
HENRY W. de FOREST 
FORREST F. DRYDEN 


CHARLES E. DUNLAP 
HERBERT P. HOWELL 


JOHN G. SHEDD 
VALENTINE P. SNYDER 
HARRY B. THAYER 
JAMES TIMPSON 
THOMAS WILLIAMS 


The Bank of America and the Atlantic 
National Bank, two of the oldest financial 
institutions in New York, have agreed to 
consolidation under the name of The Bank 
of America. Through the consolidation, 
which is expected to become effective 
about July 15th, The Bank of America 
will have resources of over $125,000,000. 

The business of the Atlantic National 
Bank will be continued as the Atlantic 
branch of The Bank’ of America. The 
active executives of the Atlantic National 


Bank will remain at the Atlantic office 
of The Bank of America, with the excep- 
tion of President Herman D. Kountze, 
who with several of his associates will 
become directors of The Bank of 
America. ; 


Luigi Podesta, representative of the 
Royal Institute of Exchange of Italy, has 
been elected a director of the Italian Dis- 
count and Trust Company in lieu of Mr. 
Eugene W. Stetson, resigned. 


Daily Figures for the President’s Desk 


By DALE GRAHAM 


Mississippi Valley Trust Company, Saint Louis 


size, its business expands, its 

functions broaden, and its 
work becomes departmentalized un- 
der separate heads, it is increasingly 
more difficult for the president to 
devote the necessary time to his 
major duties, yet keep in close touch 
with the daily progress and routine 
of the institution. It would be un- 
profitable both to the bank and him- 
self were he to de- 


A a bank attains considerable 


should be compared with previous 
months and years. 

The form herewith provides 
for a great deal of the information 
under discussion. It is intended 


for the president’s desk each morn- 
ing, for such other officers as may 
be desired, and either to be mailed 
to the members of the board of di- 
rectors or handed to the members 
of the loan committee when they 


vote many of his 
all-too-few hours 
to the study and 
analysis of details; 
yet probably more 
so were he to ig- 
nore them = alto- 
gether. The ideal 
solution is to pro- 
vide him with a 
condensed daily re- 
port containing the 


essential facts to 
the exclusion of 
the minor. 


What should be 
included in such a 
report is deter- 
mined by circum- 
stances and by the 
executive’s own 
choice. Care should 
be taken that it is 
sufficiently con- 
densed, to permit 
his analyzing it 
within a few min- 
utes. The number 
of accounts of vari- 
ous classes opened 
and closed, the to- 
tal number on the 
books, the total deposits, and com- 
parisons with previous dates—all 
are figures a bank president wants 
to know and must know to discuss 
his institution intelligently. Over- 
drafts of consequence should be 
brought to his attention. Reserve 
deficiencies and excesses, redis- 
counts and bills payable are items 
he should watch closely. Naturally 
he is interested in all transfers of 
the bank’s stock. Depending upon 
the departments operated, he should 
be provided with the essential fig- 
ures and information regarding 
each. Much of the foregoing 


_ Other Bonds carried 


. List of sales over $5,000. 


_ BOND DEPARTMENT 


Bonds Sold (par value) 
i Securities purchased for customers 
+ Government Bonds carried 


_ Topay TO DATE 192 


arrive for the daily meeting. On 
the front of each form appears the 
words, “CONDENSED YDAILY 
REPORT For Mr—H-—— 
Destroy Immediately After Read- 
ing.” This is essential as the in- 
formation contained therein is of a 
somewhat private nature. 

Each department should prepare 
also a more comprehensive report 
of the day’s activities. A copy of 
this should be placed in the hands 
of each officer connected with the 
department and one placed on file 
ina central place. For the banking 
department more detail regarding 
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the number of deposits and with- 
drawals, fluctuation of deposits, 
certificates of deposits, drafts is- 
sued, collections made, items han- 
dled, etc., should be included. The 
bond department should list all sales 
and purchases in detail, showing 
also the amount of various classes 
of securities carried. The trust de- 
partment may include cash receipts 
and disbursements, cash and bank 
balances, coupons 
paid, stock trans- 
ferred, trusts ac- 
cepted and estates 
settled (in detail), 
bonds _ authenti- 
cated, suits opened 


list the number of 
safes rented “and 
surrendered, and 
the total number 
occupied, the num- 
ber of packages re- 
ceived and deliv- 
ered and the total 
on deposit — all 
w ith comparisons 
of interest from 
previous months 
and years. 

To promote the 
dissemination of 
information and 
the cooperation of 
all departments and 
officers, an officers’ 
bulletin, as an ad- 
junct to periodical 
officers’ meetings, is 
invaluable. By means _ thereof 
notices regarding special business, 


and closed, trust 
investments, etc. = 
The safety deposit 
department may 


information of general interest, and — 


messages from the president may — 


be placed on every officer’s desk the — 


first thing each morning. 


The tendency of the growing — 


bank is to lose its flexibility—to lose 
in departmentalization the intimate 
knowledge of customers’ business 
which is common to small institu- 
tions. This may be overcome by 
keeping every officer informed as to 


what is happening throughout the © 


institution. 
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C. B. CHADWICK, President 


I NK\ : Bankers Supply Company 


l 


Chicago 
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“sé 
WV E have had occasion to send out many mailings to banks of the United States and some 
foreign countries. In addressing such mail matter, we have discovered that the percentage of 
returned letters addressed from your book, is far smaller than from any other list which 
we have ever used,” says Mr. Chadwick. 


“In a recent mailing to 30,000 banks in the United States, only two items were 
returned and the postal authorities had noted, ‘Incorrect address’ on both (made by our 


clerk.) 


In mailings which we have made to addresses listed in other books, the incorrect 


returns from the post office have usually run into annoyingly large figures. 


The Bankers 
Directory Contains 


Every bank, banker and trust company 
now extant in the United States showing 
officers, capital, profits, deposits, and re- 
sources carefully revised. 


Accurate lists of all bank officials— 


Presidents, Vice-Presidents, Cashiers, and 
Assistant Cashiers. 


Population of banking towns and accessi- 
ble points for no-bank towns. 


All Canadian banks, with their branches, 


officers, correspondents, etc. 


A carefully selected list of foreign banks 
and bankers, with reliable information. 


A selected recommended list of invest- 
ment securities dealers and brokers. 


A bonded list of bank attorneys with a 
selected list of foreign lawyers. 


Reliable synopses of state commercial 
laws; and much similar valuable data. 


Authoritative interest rates, listed by 
states, for ready reference. Valuable in- 
formation concerning foreign coins. 


Up-to-date maps of states, important 
cities, and of foreign countries with their 


revised boundaries. 


All arranged, indexed printed for 
quick and easy reference. 


‘Therefore, we have decided to discontinue using any other bank Directory 
and we will confine ourselves to your publication exclusively for correctness of 
address, bank titles and names of officers. We want your next edition just as 
soon as it comes off the press, in order that we may make any additions to our 
mailing list which may be made necessary by the organization of new banks and 
mergers of old institutions.” 


The Leading Bank Directory of the 
World for 50 Years 


This is the most complete and the most accurate BANKERS 
DIRECTORY published. It is honestly revised twice every 
year at the expense of tens of thousands of dollars. 

It is published promptly after the revisions are com- 
pleted and delivered to purchasers at a time when it 
will prove of most value to them. 


It is excellently printed in clear, legible type 
on high quality paper and substantially bound 
in heavy cloth. The facts desired can be found 
in the shortest time and with the least possible 
trouble. 

You get more information and valuable facts 
regarding Banks, Bank Officials, Bank Direc- 
tors, Bonded Attorneys, Maps and so on in the 
BANKERS DIRECTORY than in any other 
Directory. 

You get an accurate mailing list of all Bank 
Officials including Presidents, Vice-Presidents, 
Cashiers, Assistant Cashiers, Treasurers and 
Bank Directors. This list is extremely valu- 
able for mailing purposes and also for special 
reference. 

The Rand McNally BANKERS DIREC- 
TORY contains the latest maps of all states, 
of important cities, and foreign countries, with 
their revised boundaries together with reliable 
synopses of state commercial laws and similar 
data. 

Orders for this edition must be placed imme- 
diately—NOW. Make sure of getting your 
copy by sending us your order before we go to 
press. We print just as many books as are 
ordered in advance. 


Dept. G-27, 536 S. Clark St. Chicago, Ill. 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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Improper Use of Acceptances 


66 HERE have been numerous and 
flagrant violations upon the part 

of the large as well as the small 
banks,” says a report on the char- 

acter of acceptances rendered to the 


Comptroller of the Currency by a com- 
mittee of National Bank Examiners. 


Most Frequent Abuse 


“Perhaps the most frequent abuse in 
connection with granting acceptance fa- 
cilities against import and export trans- 
actions,” says the report, “is found in 
the continued renewals given by some 
banks to their customers, aggravated to 
a considerable extent by the difficulties 
which have arisen in American foreign 
trade during the past two years. When 
the Federal Reserve Board announced its 
intention of showing greater leniency 
towards rediscounting by the Federal Re- 
serve banks of renewals, in connection 
with transactions affected by the world- 
wide depression in business, many banks 
took advantage of this to too great and 
unintended an extent, and advances which 
were originally made by means of ac- 
ceptance credits, but which should have 
long since been either liquidated or turned 
into a direct bank loan, were carried 
along by the banks by means of continued 
renewals of acceptances. A national bank 
should not commit itself regarding re- 
newals of acceptances at the time of the 
opening of the credit. Each application 
for a renewal should be judged upon its 
own merits at the maturity of the ac- 
ceptance. It is found, however, that some 
banks have agreed to one or more re- 
newals at the time of the opening of the 
credit. There have also been a number 
of cases where acceptances have been 
renewed as many as five or six times 
against imports or exports of both raw 
materials and finished products. The 
tendency in such cases is for the bank 


to furnish working capital to concerns © 


by means of acceptance credits rather 
than by making them a direct loan. 


Continued Renewals 


“Some banks have granted acceptance 
facilities to American exporters against 
their foreign bills which have been 
lodged with them for collection. This 
method has in some cases been abused 
through the continued renewals of such 
acceptances, in spite of the fact that the 
collections upon which they were based 
had been dishonored, extended or re- 
turned because of non-payment. All of 
these acceptances should have been re- 
tired at maturity, and a direct advance 
secured from the bank, if necessary, to 
finance the delay. There has even been 
one case of a bank which, after finding 
that payment was delayed on various 
export bills which they had discounted 
for one of their customers, requested him 
to put them in funds by drawing a ninety- 
day bill on the bank, which was accepted 
and discounted, thus wiping out the debit 
in the direct advance account. 


“Tn the recent Cuban crisis there were 
many instances of too liberal renewals of 
acceptances in connection with various 
sugar credits. In some cases the credit 
was in force from the time that the 


sugar cane was growing until long after 


the arrival of the refined sugar in Amer- 
ica. The ‘dead season’ financing has 
proved to be particularly objectionable. 
Practically all of the so-called ‘sugar 
credits,’ in which most of the large ac- 
cepting banks participated, were subject 
to a considerable amount of criticism 
as to the method by which the collateral 
was handled, particularly while the sugar 
was in Cuba. There was no attempt 
made in connection with these credits at 
the time of the various renewals to ade- 
quately reduce the amount of the accept- 
ances outstanding to conform to the act- 
ual marketable value of the sugar held. 
Although the sugar was not really being 
financed by means of acceptances for a 
speculative purpose, still, the banks 
enabled large amounts of sugar to be 
kept off the market while stocks that 
were being held and which were not 
being financed by the acceptance credits 
were disposed of in the market. 


Shipments Not Assured 


“Some member banks have not taken 
definite steps in connection with granting 
acceptance facilities against export trans- 
actions to assure themselves that there 
were actual and definite shipments in- 
volved. They have thought that it was 
sufficient to have a general understand- 
ing that the proceeds of an acceptance 
would be used for the financing of ship- 
ments of merchandise between any par- 
ticular countries. Also that it was quite 
in order to grant acceptance credits with 
continuous renewals to finance continuous 
shipments of raw materials imported into 
the United States. This financing should 
more properly have been taken care of as 
a direct borrowing proposition rather 
than by means of continuously renewed 
acceptances. 

“There have also been instances where 
acceptance credits have not been granted 
directly to the exporter or importer, but 
to corporations, which have used the 
funds thus obtained for the purpose of 
financing the foreign business of their 
customers. 


Domestic Acceptances 


“In a general way the abuses which 
have come up in connection with the 
granting of acceptance facilities - against 
export and import transactions apply in 
the case of credits governing domestic 
acceptances. In these credits we again 
meet a number of cases where there 
have been excessive renewals; where the 
banks have financed the carrying of 
goods for a considerable period of time, 
if not for speculative holding, at least 
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for the maintenance of prices above what 
would otherwise be the real economic 


value; and where little regard has been 


paid in the case of renewals to the de- 
preciated value of the collateral against 
which the acceptances were made. 

“There have been instances where do- 
mestic acceptances have been given with 
practically no attention paid to the ques- 
tion of the accepting bank being secured 
during the life of the acceptance. As 
an instance of this, one bank accepted 
drafts drawn against crude and refined 
oil in storage on their customer’s prop- 
erty or in his pipe lines. 


Continued Finance 


“Domestic acceptance credits have also 
been used for the purpose of securing 
continued finance. An example may be 
mentioned where a bank accepted time 
bills drawn upon them secured by ware- 
house receipts covering cotton in ware- 
house. These receipts were deposited 
by the bank with a correspondent in the 
town where the warehouse was located, 
with instructions to permit substitutions, 


allowing. their customer to receive the . 


documents against trust receipt. This 
resulted in the collateral being continually 
changed, so that the accommodation was 
really in the nature of a permanent loan. 

“In another case acceptances were made 
for the account of a cotton factor, who 
at the time of the acceptance pledged 
and deposited warehouse receipts and 
signed contracts of sale with a bank. 
The amount of the acceptances included 
his profit on the transaction, and no 
definite time for the taking up of the 
cotton by the purchaser was agreed upon. 
As the acceptances were renewed on a 
falling market for cotton, no effort was 
made to have the amount of the accept- 
ances conform to the real value of the 
cotton. 


Shipped Across Town 


“In one instance a bank was accepting 
against a domestic shipment when the 
goods were being transported across the 
city by a truck, a trip requiring about 
thirty minutes. 

“A flagrant misuse of acceptances may 
be mentioned where a firm desired to 
purchase some furs from another con- 
cern and wrote a letter to a bank stating 
that it was holding the furs at their 
disposal and induced the bank to accept 
their time draft on them. With the 
money secured from the discount of the 
bank’s acceptance the furs were actually 
secured and gradually sold during the 
life of the acceptance. 

“There have been instances of some 
misconceptions arising in connection 
with the interpretation of the Federal 
Reserve Board’s definition of a readily 
marketable staple. One bank stretched 
this definition to include bristles and 
brushes. 

“Tn another case watch parts were con- 
structed as staples, and in still another 
case acceptances were executed against 
dolls’ heads in storage. 
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“Another unwarranted abuse has been 
met where acceptances have been given 
for the purpose of securing overdrafts. 
Acceptances have also been executed by 
the same bank for the financing of the 
building of a steamship in the United 
States for foreign owners. 

“The above is a summary of the most 
common abuses of acceptances found in 
the recent examinations of national 
banks. In view of the excellent material 
which has been issued by the Federal 
Reserve Board and the American Ac- 
ceptance Council on the correct method 
of financing domestic and foreign busi- 
ness by means of acceptances, it would be 
quite useless to reiterate the clear and 
concise suggestions made by them. In 
fact, during the past seven years there 
has not been a subject in banking prac- 
tice which has received as much pub- 
licity as that of acceptances. In spite 
of this, scarcely an examination is made 
of one of the large accepting banks with- 
out finding some violations of the intent 
and purpose of the Federal Reserve Act 
in connection with acceptances. It is 
very difficult for the Federal Reserve 
Banks to discriminate between which ac- 
ceptances are drawn in accordance with 
the law and which are not when member 
bank acceptances are offered to them for 
rediscount. Furthermore, it is extremely 
awkward, if not impossible, for them to 
make inquiries regarding the transaction 
actually behind an acceptance, when the 
bill is presented to them for rediscount 
through a third party as it would neces- 
sarily have to be. 


The Remedy 


“Perhaps the most practical method of 
remedying the situation is to have more 
attention paid by the bank examiners to 
a bank’s acceptance activities. A study 
should be made by a fully qualified mem- 
ber of the bank examiner’s force of each 
acceptance credit, and he should satisfy 
himself that the bank is entirely familiar 
with all of the details regarding the 
business, and especially that the underly- 
ing transactions will liquidate the credits 
within a reasonable length of time. The 
examiner should assure himself that there 
is a responsible officer in each bank who 
is thoroughly conversant with the law 
and regulations governing acceptances 
and any changes therein. Particular in- 
quiry should be made in the case of all 
renewals to ascertain that the transac- 
tion is still alive and still forms a proper 
basis for being financed by means of ac- 
ceptances. Above all an earnest endeavor 
should be made to obtain the active co- 
operation of the bank officials as regards 
the placing of national bank acceptances 
upon a correct basis.” 


National Bank Charters 


The bill commonly referred to as the 
perpetual charters bill has finally been 
enacted to law,. though with the Senate 
limitation that franchises be granted for 
ninety-nine years only. % 

Section 5136, Revised Statutes of the 
United States, was amended so as to grant 
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Incoming Mail 


This picture shows the incoming mail corner 
of our half acre fifth floor work room space. 

Here our staff of young men and women 
open, sort, list and route the checks and let- 
ters sent us by our friends in other cities. 


166,000 separate items pass through this 


Bank every day. 


20,000 checks are daily sent by mail to cor- 
responding Banks in other cities in the United 


States. 


Facilities such as these put this Bank 
in first position to serve you in the Great 


Lakes Region. 


[Formerly First & Old Detroit National Bank] 


FIRST NATIONAL BANK 


DE Tet 


MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


to each national bank. “succession until 
ninety-nine years from July 1, 1922, or 
from the date of its organization if or- 
ganized after July 1, 1922, unless it shall 
be sooner dissolved by the act of its 
shareholders owning two-thirds of its 
stock, or unless its franchise shall become 
forfeited by reason of: violation of law, 
or unless it shall be terminated by Act of 
Congress hereafter enacted.” 


Failure of Congress to pass the bill as 
originally introduced and as it passed the 
House, providing that charters should be 
without time limit was a great disap- 
pointment. However, this enactment 
makes unnecessary the liquidation and re- 
organization of the banks whose charters 
will expire for the third time soon, the 
first ones being the middle of July. 


Branch Banks May Be Established 


ON. Lo el.  MeFADDEN, 
Chairman of the House 
Committee on Banking and 

Currency in an address at the con- 
vention of the Illinois Bankers As- 
sociation in St. Louis, expressed the 
opinion that a national bank in any 
city of the United States in a state 
where the laws permit branch bank- 
ing can under the present Federal 
laws establish branches within the 
limits of the city in which the bank 
is located. 

Referring to the failure to get a 
bill in any form whatsoever 
through Congress that would au- 
thorize national banks to have 
branches. Mr. McFadden said: 

“Because of this fact many states 
have permitted state banks and 
trust companies to have branches, 
and because of the fact that a way 
was devised through a ruling of the 
Comptroller of Currency that a na- 
tional bank might purchase the 
control of a state institution with 
branches, and continue to operate 
these branches, the demand has per- 
sisted that national banks be given 
the right to have branches in a lim- 
ited manner. Opinions have been 
written and many national bankers 
convinced, or nearly convinced, of 
their right under a present interpre- 
tation of the law to have one or 
more banking offices or places of do- 
ing business within the city limits in 
which the parent bank is located.” 

Congressman McFadden declared 
that as he understood the law a su- 
pervision of national banks is 
wholly vested in the Bureau of the 
Comptroller of Currency. 

“During the past few years sey- 
eral states, particularly California, 
Ohio and Virginia, have authorized 
the establishment of branch banks, 
and some of the states have not 
been very particular as to how 
many branches were established, 
and were not particular as to con- 
fining them to the city in which the 
parent bank was located. 

“After all is said and done, these 
so-called branches are simply addi- 
tional places for doing business, 
and as the country grows and as 
the public requires additional bank- 
ing facilities, these institutions re- 
spond to the public demand. I cite 
this simply to show that the de- 
mands of the public are constantly 
changing and these demands must 


be met and they must be met by 
the national banks, if national banks 
are to continue to occupy the im- 
portant place in the banking world 
that they do now. Competition will 
see to it that it is the survival of the 
fittest. 

“A national bank is chartered to 
do business in a certain place. [ 
do not believe there is anything in 
the national bank act that says that 
a national bank shall do business at 
a particular location in that place, 
nor do I believe that there is any 
limitation upon the number of of- 
fices or banking houses which it 
may have in which to do business 
in any city or place, so long as these 
additional places are controlled and 
operated by the same Board of Di- 
rectors and their successors, and I 
believe that it is in conformity with 
the law. 

“My understanding is that prece- 
dents have been established already 
where national banks have estab- 
lished additional banking places, 
not only in their own city but in a 
different city, and that they have 
been in operation under the national 
bank act for forty or fifty years and 
their right, up to this time, has 
never been questioned. 

“It would seem that there is a 
clear distinction between the branch 
banks and an additional place of 
doing business for the bank in the 
city where it is authorized to do 
business. The law authorizes doing 
the business in a certain place, and 
I do not believe that the law means 
that business must be done in one 
banking office or one banking house 


in that place, but a duly chartered: 


bank, I believe, is authorized to do 
business in as many such banking 
houses or offices in that place as 
may be necessary or required to 
carry on the business for which it 
was incorporated. The authoriza- 
tion in the law gives the bank the 
right to do all the banking business 
that may be intrusted to it, and the 
power secured to it by its charter 
materially gives the power to fur- 
nish sufficient offices and facilities 
in which to properly conduct its 
banking business in the places 
designated by its charter. 

“In chartering national banks, 
the Comptroller of the Currency 
has always taken into consideration 
the conditions of fair competition 
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and business necessity, and the 
same rule, I should think, would 
apply in each instance in the estab- 
lishment of additional offices. In 
support of this theory I am advised 
that the Federal Reserve Board has 
gone on record in saying that where 
state bank members of the Federal 
Reserve system of the state claim 
the right to establish additional of- 
fices or banking houses in the vari- 
ous parts of the state, in order that 
they may compete with the non- 
member state banks that have such 


‘banking places or offices in addition 


to the original office or banking 
houses, these additional offices or 
places are not branch banks within 
the meaning of “branch banking,” 
but that they are merely places to 
do particular operations of the 
bank; that they are additional of- 
fices or banking houses in the same 
town of the bank for the purpose 
of carrying out the objects and pur- 
poses of the bank as incorporated.” 

Congressman McFadden declared 
that he understood the board has 
held a member bank does not need 
to make application for the ap- 
proval of the Federal Reserve 
Board for the establishment of these 
places, but the matter of establish- 
ment of such offices or additional 
banking places is within the discre- 
tion and implied powers of the di- 
rectors of the bank. He asserted 
that he believes this ruling is within 
the meaning and purpose of the 
National Bank Act. 

“It would seem to me, then,” he 
continued, “‘that if national banks in 
states where state banks are per- 
mitted to operate branches, offices, 
agencies or additional banking 
houses see fit to establish additional 
offices or banking houses for the 
purpose of carrying on business for 
which they are authorized within 
the limits of the city in which the 
banks are located, if they have fur- 
ther complied with all requirements 
by notifying the Comptroller of the 
Currency that they propose to open 
such places, that they are within 
their rights, and that under a strict 
interpretation of the law the Comp- 
troller of the Currency under his 
discretionary and regulatory pow- 
ers is then bound to acquiesce in 
the establishment of such additional 
facilities.” 
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The wonderful riding ease of 
the good Maxwell is particularly 
prized when traveling at ordinary 
driving speeds over rough roads 


Cord tires, non-skid front and rear; disc steel wheels, demountable at rim 
and at hub; drum type lamps; Alemite lubrication; motor driven electric 
horn; unusually long springs. Prices F. O. B. Factory, revenue tax to be 
added: Touring Car, $885; Roadster, $885; Coupe, $1385; Sedan, $1485 


MAXWELL MOTOR CORPORATION, DETROIT, MICHIGAN 
MAXWELL MOTOR COMPANY OF CANADA, LTD., WINDSOR, ONT. 


‘The Good 


oS SARs 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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Development of Pacific Coast Agriculture 


A group of nine banks in San Fran- 
cisco, Los Angeles, Portland and Salt 
Lake City have perfected plans for the 
formation of four joint stock land banks 
with an initial lending capacity of $16,- 
500,000 to serve the farmers of Cali- 
fornia, Arizona, Oregon, Idaho, Wash- 
ington and Utah. 

The cooperative organization of these 
four joint stock land banks, in each of 
which nine of the larger banks of the 
Twelfth Federal Reserve District are in- 
terested as stockholders, arises out of the 
conviction that economically the Pacific 
states are a unit. Fundamentally they 
have the same problems, and they will 
work out the solutions by joint effort 
more quickly and more satisfactorily than 
by individual effort. 

The four joint stock land banks are as 
follows: 

The Pacific Coast Joint Stock Land 
Bank of San Francisco, which will serve 
the states of California and Oregon. 

The Pacific Coast Joint Stock Land 
Bank of Los Angeles, which will serve 
the states of California and Arizona. 

The Pacific Coast Joint Stock Land 
Bank of Portland, which will serve the 
states of Oregon and Washington. 

The Pacific Coast Joint Stock Land 
Bank of Salt City, which will serve the 
states of Utah and Idaho. 

Each joint stock land bank will be 
capitalized at first at $250,000, with a 


paid-in surplus of $25,000. This will give 
to each bank a lending capacity of $4,- 
125,000, fifteen times its capital and sur- 
plus. The four joint stock land banks 
together will have a capital and surplus 
of $1,100,000, and a joint lending capacity 
of $16,500,000. 

The nine banks affiliated in the group 
are the Mercantile Trust Company of 
San Francisco, the First National Bank, 
the Security Trust and Savings Bank and 
the Los Angeles Trust and Savings Bank 
of Los Angeles; the First National Bank 
of Portland, and the National Copper 
Bank, the Utah State National Bank, the 
Deseret National 
Brothers, Bankers, of Salt Lake City. 


‘John H. Puelicher Honored 


At the seventy-fifth Anniversary com- 
mencement at Beloit College, Beloit, Wis., 
on Wednesday, June 21, the honorary 
degree of doctor of laws was conferred 
on John H. Puelicher, president of the 
Marshall & Ilsley Bank of Milwaukee, 
and first vice-president of the American 
Bankers Association. Mr. Puelicher is 
also chairman of the Association’s Com- 
mittee on Public Education and to those 
who realize the scope of this committee’s 
work and the zeal and intelligence with 
which Mr. Puelicher is developing it, 
know that high honor is well deserved. 


Bank and Walker — 


The subscribers to the group of joint 
stock land banks are John S. Drum, John 
D. McKee, Paul A. Sinsheimer, Milton 
H. Esberg, F. G. Drum, C. O. G. Miller 
and Parker S. Maddux of San Francisco; 
Joseph F. Sartori, M. . Hellman, 
Charles H. Toll, H. M. Robinson, 
Charles F. Stern and Motley H. Flint of 
Los Angeles; C. F. Adams, W. B. Ayer, 
Henry L. Corbett, Edward H. Geary, 
Rogers MacVeagh, A. L. Mills, Joseph 
Simon, Joseph N. Teal, W. L. Thomp- 
son and E. A. Wyld of Portland; Heber 
J. Grant, Anthony W. Ivins, L. H. Farns- 
worth, E. O. Howard, John C. Cutler, 
W. W. Armstrong and Edgar S. Hills of 
Salt Lake City. 


Deflation in Furs 


The deflation in the market value of 
furs is graphically illustrated in a report 
just issued by the Dominion Bureau of 
Statistics on “Fur Production in Canada in 
1920-21.” The high prices which pre- 
vailed in 1919-20 resulted in a valuation 
of the fur product of that year of $21,- 
387,005; last year the output was valued 
at but $10,151,594. In 1920-21 there were 
2,936,407 pelts of wild fur-bearing ani- 
mals taken, against 3,600,000 in 1919-20. 


NO ORDER TOO LARGE AND NONE TOO SMALL 


AMERICAN BAN 


FOR OUR PAINSTAKING ATTENTION 


OPERATED AND CONTROLLED BY 
THORNTON-LEVEY CO. 


K SUPPLY Co. 


BANK OUTFITTERS 


10,000 rocker cHecKs 


SPECIAL 


BOUND 50 CHECKS TO THE BOOK 


WRITE FOR A SPECIMEN BOOK 


$16.95 


INDIANAPOLIS, INDIANA 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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THE SAFE-GUARD CHECK WRITER —!0% Protection 


NEW ov an 19e0_ A ne ZF 7—__ 
THE CHATHA oo HENIX NATIONAL BANK «30 


come OF NEw YORK 


THIS IS THE ONLY 
MACHINE THAT 


Will Protect ALL the 
Essential Parts of Your 
Check—The Paying Line COLLARS 
—The Payee’s Name— 
The Numerals—and Will 
Prevent Dangerous Two- 


= Equipped with Automatic Line Checks. 


Self-Inking Device Unless You Use This Double Lock System Your Bank Account is at the Mercy of the 
Check Manipulator. 


ce sree ae THE SAFE-GUARD CHECK WRITER CO., Inc. -  New'Yore CITY 


Esl 


B.CAREFUL SONS 


HN 


Membership Changes 


REPORTED FROM May 26, 1922, To JunE 25, 1922, INCLUSIVE 


There are frequent changes which come about earoush consolidations, mergers, liquidations and changes of title. The Executive 
Manager of the eesclanen would appreciate receiving from members notice of any changes which occur, for the purpose of keeping 
the membership list correct and giving publicity through the columns of the JOURNAL. 


Colorado) <i. 25... Springfield....... Farmers State Bank in hands of State Ohio cee AKrOn Gees ete State Savings & Trust Company 
; Bank Commissioner. merged with Ohio State Bank & 
LON Cece poe Grattomianee.peeae Borsacre & pace ek changed to Trust Company. 
armers State Bank. Peckham........ Dilworth State Bank, Dilworth, merged 
Sone Ati cusi.0. 3io45-* Hove RA ORAE tree poste bane of nee: peed ae ae with Peckham State Bank, as eat 
pehigan... 2... Varti etic sor ‘vart Savings Bank consolidated wi OWlehoma Durant First Stabe Bank velacod 
First State Savings Bank as Evart ~~~  S""""""* rtndate DOR Gorec oe ’ see 
Gagericcetnind.c: Bank of Gage merged with Farmers 
State Bank. 
a AR : F : State Bank. 
Mississippi....... Ackerman........ First National Bank resumed business. Goltr 
SAS AOR IPRA Bank of Goltry closed. 
Sumner.......... Foe ee eut succeeded by Bank of Lawton.......... First National Bank closed. 
Wirengurieeye sy a. Chula... : 28 ee Bank succeeded by Bank of Miami........... Edie, Ocak te 
ula. 
Paar : - Bank. 
Montana........ Livingston.......First State Bank resumed business. Be : i 
New Jersey...... Paseaige eee. Passaic Trust & Safe Deposit Company Nowata.......... Gianene rate Sone ancrece with No 
succeeded by Passaic National Bank Nh au 7 f 
& Trust Company Oklahoma........ Guaranty Bank merged with Liberty 
New York....... Butialomeeeyas sae Broadway National Bank succeeded by F ; National Bank. F 
Buffalo Trust Company, Broadwa Pennsylvania.....Jenkintown...... Jenkintown National Bank and Jenkin- 
pany, Nf 
Branch. town Trust Company consolidated 
New. York... .5.- M. E. and J. W. De Agners failed. as Jenkintown Bank & Trust Com- 
North Carolina...Smithfield........ First National Bank succeeded by First pany. 
and Citizens National Bank. Rhode Island.....Pawtucket....... Providence County Savings Bank suc- 
North Dakota....Bathgate........ Citizens State Bank closed. ceeded by Rhode Island Hospital 
Cav aliersa. sane EE & Peace Baek chepecd to Trust Company. 
erchants National Bank. f 
1 Se exe Dakota Savings Bank changed to TE XAse toro e aie ts Dallagitacue/.a sac Sean bans eee Company ey 
Dakota National Bank. Kees. , Ce eae ae ate p ae Ss 
Hattonee ene Peoples State Bank closed. Wareiniaiee =n ani Meherrin........ Prince Edward-Lunenburg County 
Michigan........ Nelson County State Bank changed to Bank closed. 
Lambs National Bank. Norio Kisevettee sree Commercial Exchange Bank liquidat- 
Mohali aie <0 First National Bank closed. ing. 


New and Regained Members from May 26th to June 25th, 1922, Inclusive 


’ District of Columbia 


American Commercial & Savings Bank, Washington 15-104 Your Bank Needs Distinctive 


Illinois CHIPPED GOLD 


People State Bank, Gillespie 70-2057. SIGN TABLETS sir : FIRS? 


lowa a =| 
First National Bank, Lost Nation 72-949 (Regained). Signs that will identify your RATIONAL a NATIONAL 
institution in a pleasing and 
Kansas impressive manner. That are 


Farmers National Bank, St. Marys 83-1287 (Regained). easy to read, do not tarnish and 


require no polishing. Thou- 
sands of Banks are using our 


Minnesota Chipped Gold Signs and every | eats PAID Oy 
State Bank of Beroun, Beroun 75-1189. one will testify to their superi- TIME Dep, 
ority in elegance, character and Osits 
North Carolina legibility. 
First National Bank, Fairmont 66-750. Our Book “Bank Signs’’ 
Sent Free 
Oklahoma 


Porter State Bank, Porter 86-512 (Regained). RAWSON & EVANS CO., 735735 Wephington 
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“She Tip OP 
As Finger 
Outspeeds 
The Mind 


New Improved 


Standardized by Dankers Everywhere 


The name Brandt is and always will be synonymous with coin 
machines. The Brandt Automatic Cashier is built by a former 
Banker to serve Bankers’ needs. It is standardized by Bankers 
everywhere. Over 26,000 users and endorsers. 


But one step is necessary in paying with the Brandt, that is, to Press Only One 
Key. Its speed is instantaneous, its action is automatic. There is no compli- 
cated building up, no mental calculation to make, no coins to select, pick up or 
recount, as pressing but a Single Key completes the transaction. 


The fundamental of the Brandt is accuracy—its metal brains and fingers of steel 
assure you that every transaction is correct to the penny. Its construction is 
not only faultless but fool-proof; a special locking device prevents the machine 
from paying if the coin channel should happen to become depleted. These 
patentable features are essential to insure guaranteed accuracy which is so 
necessary in banking equipment. 


The Brandt is built to last a lifetime. It is sold under a proven Ten Year 
Guarantee. Its economy is proven by its low cost of less than 7 cents per day. 
You'll want to see the New Improved Brandt. Write us today. 


Brandt Automatic Cashier 
Serving Bankers, Retailers and Paymasters 


Brandt Manufacturing Co., Executive Offices and Factory, Watertown, Wis. 
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Merger Involving 24 Cities 


A merger of Pacific-Southwest banks, 
involving resources of approximately 
$200,000,000, headed by the First National 
Bank of Los Angeles, the Los Angeles 
Trust and Savings Bank and the First 
Securities Company, of which organiza- 
tions Henry M. Robinson is president, 
became effective at the close of business 
on June 30. 


The twenty-four cities containing bank- 
ing institutions affected in this merger 
are as follows: 

Alhambra — Alhambra 
Commercial Bank. 

Carpinteria— Branch of Commercial 
Trust and Savings Bank, Santa Barbara. 

Catalina Island—Avalon branch of Los 
Angeles Trust and Savings Bank. 

Fresno — Fidelity Trust and Savings 
Bank. 

Glendale—Glendale Avenue branch and 
Grand Boulevard branch of the Los An- 
geles Trust and Savings Bank. 

Guadalupe—Branch of Bank of Santa 
Maria. 

Hanford—The Farmers and Merchants 
National Bank; Hanford Savings Bank. 

Hollywood—The First National Bank 
of Hollywood; Hollywood Savings Bank. 

Huntington Beach—Branch of Los An- 
geles Trust and Savings Bank. 

Huntington Park—Branch of Los An- 
geles Trust and Savings Bank. 

Lindsay—Lindsay National Bank. 

Lompoc—Branch of Commercial Trust 
and Savings Bank, Santa Barbara. 


Long Beach—The City National Bank. 


Los Alamos—Branch of Bank of Santa 
Maria. 


Los Angeles—The First National Bank 
of Los Angeles; Los Angeles Trust and 
Savings Bank, with twenty branches in 
the city of Los Angeles; First Securities 
Company. 

Orcutt—Branch of Bank of Santa 
Maria. 


Oxnard—First National Bank; Oxnard 
Savings Bank. 


Pasadena—Union Trust and Savings 
eae of Los Angeles Trust and Savings 
ank. 


Redlands—The First National Bank of 
Redlands; Savings Bank of Redlands. 


San Pedro—Marine branch of Los An- 
geles Trust and Savings Bank. 


Santa Barbara—Commercial Trust and 
Savings Bank, 


Santa Maria—Bank of Santa Maria. 


Tulare — National Bank of Tulare; 
Savings Bank of Tulare. 


_ Visalia—First_ National Bank of Visa- 
lia; Producers Savings Bank. 


All merged banks will operate under 
the name of the Los Angeles Trust and 
Savings Bank, with the exception of the 
First National Bank of Los Angeles and 
the First National Bank of Hollywood. 
The latter will be taken directly into the 
First National Bank of Los Angeles and 
will operate as the Hollywood agency of 
the First National Bank of Los Angeles. 


Savings and 
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SAVE YOUR BANK MONEY 


Do not cash checks for strangers 


In opening accounts for strangers do not permit withdrawals 
against items before returns have been received. 


Before cashing checks bearing alleged endorsement of your 
depositor call up the depositor and see if he endorsed the check. 


If in doubt as to whether a check is genuine, before cashing, 
verify signature or call up depositor. If this action is taken 
and the check is a forgery, the presenter will leave the check and 
the bank in a hurry. 


OFFICES OF THE WILLIAM J. BURNS INTERNATIONAL DETECTIVE AGENCY, INC. 


CaLirorniA, Los ANGELES.—I. N. Van N uys Building. 
CALIFORNIA, SAN FrRANcISsco.—First National Bank Building. 
CoLoraDO, DENVER.—421 Cooper Building. 

District or CoLumBIA, WASHINGTON.—500 Southern Building. 
Grorotra, ATLANTA.—921-22 Healey Building. 

ILittnois, Cutcaco.—1050 Otis Building. 

Iowa, Des Mornes.—609 Observatory Building. 


Lovurs1ana, NEw OrLEANS.—930-932 New Hibernia Bank Building. 


MARYLAND, BattrmorEe.—Fidelty Building. 
MassacuvuseEtrs, Boston.—201 Devonshire Street. 
Micuican, Derroit.—Dime Savings Bank Building. 
Minnesota, MInNBAPOLIS.—McKnight Building. 
Missouri, Kansas Crty.—Ridge Arcade Building. 
Missourt, St. Louts.—Railway Exchange Building. 
New York, Burrato.—D. S. Morgan Building. 
New York, NEw York.—Woolworth Building. 
Ouro, CINCINNATI.—505 Glenn Building. 

Ox10, CLEVELAND.—Swetland Building 

OKLAHOMA, OKLAHOMA CiTy.—908 Colcord Building. 


OREGON, PorTLAND.—Yeon Building. 

PENNSYLVANIA, PHILADELPHIA.—Widener Building. 
PENNSYLVANIA, PrtTsBuRGH.—Commonwealth Building. 
TENNESSEE, Mempuis.—Bank of Commerce and Trust Building. 
Texas, DaLttas.—Dallas County Bank Building. 

Texas, Houston.—Union National Bank Building. 

Texas, San Anronro.—Gunter Building. 

Ura, Satt Lake City.—301-302 Tribune Building. 
VirciniA, RICHMOND.—Virginia Railway and Power Building. 
WASHINGTON, SEATTLE.—L. C. Smith Building. 
WASHINGTON, SPOKANE.—Old National Bank Building, 


FOREIGN OFFICES OF THE WILLIAM J. BURNS 
INTERNATIONAL DETECTIVE AGENCY, INC. 
CANADA, MonTREAL.—Transportation Building. 


CANADA, VANCOUVER .—605 Vancouver Block. 
ENGLAND, Lonpon, S. W.—Crown Chambers ,5 Regent St. No. 1. 
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PROTECTIVE 


DEPARTMENT 


L. W. GAMMON, MANAGER 
Five Nassau Street, New York 


JUNE PROTECTIVE WORK 


WARNING 


ATTENTION 


Banks in small cities should take steps to protect their 
premises. 


Due to the apparent increase in bank burglaries and holdups 
in the Middle West, these attacks being principally made against 
small town bankers, we find it necessary to warn our members 
to use due precaution to protect their premises from such attacks. 

Reports are being received regularly showing that attempts 
have been made to burn the vault doors of various member 
banks and considerable losses have resulted due to the rifling of 
safety deposit boxes and the removing of securities belonging to 
the banks’ customers. 

These attacks, as a general rule, are made in towns where the 
only protection isa night watchman. The only method to offset 
such attacks is for the bank to detail one of their trusted 
employees to remain on the premises throughout the night. 

We do not recommend any particular safety device but would 
suggest that such a device be installed so that the neighborhood 
surrounding the bank could be aroused in the event of an attack, 
and thereby aid the police in causing the apprehension of the 
people attacking the institution. Particulars relative to such 
devices can be obtained from the insurance company carrying 
your policy. 


D. A. BRAGG, alias F. H. Farmer, alias R. E. Vance, alias 
C. L. Griffith, ete. An individual using these names is operating 
with checks ostensibly issued by the American Cotton Oil Co., 
drawn on the American Exchange National Bank, New York, 
N. Y. The checks referred to usually bear the signatuiee of 
R. E. Vance and C, L. Griffith, who are unknown to the American 
Cotton Oil Co. We are advised that genuine checks of this 
company are always protectographed, while in the bogus checks 
the amount is typewritten. Furthermore, the numbers of the 
genuine checks are in the three thousand series, while the numbers 
on the bogus checks called to our attention are in the sixteen 
thousand series. To date this individual has not defrauded any 
member bank, but has. been successful in cashing checks at 
hotels; nevertheless, our members should be on the alert. Bragg 
is described as about 5 feet 9 inches tall, slender build, light 
complexion, light hair. 


VQ. Orage 


J. S. COHN, alias J. Lowe, was successful in defrauding a 
member bank of Detroit, Mich., having secured a small advance 
against an uncollected item. This individual is also drawing 
checks against the Commercial State Savings Bank of Detroit, 
Mich., which are being returned as bogus. In his operations he 
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has also used the alias of Harry I. Lewis. His checks range in 
amounts of from $25 to $500. From an investigation made by 
our agents it was determined that this operator is traveling with 
some second-hand carnival. He is described as 30 years of age, 
5 feet 10 or 11 inches tall, medium dark complexion, dressed in 
light checkered suit, sailor straw hat, Hebrew. His usual 
procedure is to use the rush act and call the attention of the / 
teller to the circus or parade then going on in his city. 


gd, 


ASHER R. COX, alias J. T. Jackson, who was formerly — 
president of a bank in Xenia, IIl., is wanted in Xenia for em- 
bezzlement and forgery. Our detective agents are endeavoring 
to locate this man and any information relative to him should be 
communicated to their nearest office or this department. He 
deserted his family and is reported,to have lived with a woman in 
St. Louis, Mo. Cox is described as 52 years of age, 5 feet 10 
inches, 175 pounds, gray hair, ‘flashy dresser, very talkative. 


ASHER R. COX 


FAKE REAL ESTATE BUYER 


. | 
Swindler using checks on various banks endeavoring to 
defraud realty men. 


Our attention has been called to the operations of DAN 
SINCLAIR, who usually calls on some local bank and requests to — 
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be permitted to draw a draft in a large amount on the Desert 
National Bank of Salt Lake City, Utah. He claims that this 
money is to be used in the purchase of certain property in the 
-city in which he is working. So far as our records show, the 
operator in question has not been able to defraud any of our 
member banks. In his drafts he fills in the amounts of fifteen 
and twenty thousand dollars. Sinclair is described as being 65 
years of age, medium build, blue eyes, gray hair. It is believed 
that the operator is mentally unbalanced. 


Dau b., ebri 


ALBERT JANSEN, alias William H. Boyd. Several checks 
issued by this individual drawn on the Guardian Savings & 
Trust Co., Commercial Branch, Cleveland, Ohio, usually made 
payable to Wm. H. Boyd and signed Albert Jansen, in the 
amount of $25, have been returned to different merchants who 
have cashed these checks, as this individual does not carry an 
account with this institution. It is suggested that our members 
watch closely for this individual. Unfortunately, our agents 
so far have been unable. to secure any definite description of the 
operator. 

JAMES MAXWELL is operating with worthless checks 
drawn on the Colonial Trust Company, Pittsburgh, Pa. Numer- 
ous checks negotiated: by this individual have teen returned 
unpaid to different parts of the country. A description of the 
operator is not available at this writing. 


J. R. McLANE, alias J. B. Black, has been issuing worthless 


__ checks on the paper of the County Trust Company, Somerset, 


Pa. The amount as a rule is $39.80. In most cases the checks 
are payable to J. R. McLane. Across the top of the checks are 
written the words ‘‘Commercial Telegraph Exchange, Disc’t 
81.” We are unable to supply a description of this operator 
at this time. 


FRANK PARKER, alias Semple. This individual is issuing 
bogus checks purporting to be signed by the Falls Creek Timber 
Company of Spokane, Wash. ‘These checks are generally drawn 
on the First National Bank of St. Maries, Idaho. No description 
of the operator is available at this time. 

A. M. PIKE has issued several checks bearing the forged 
signature of a customer of the Lassen Industrial Bank, Susanville, 
Calif. The customer in question has secured a warrant for this 
man’s arrest, which is now being held by Sheriff J.S. Church of 
Lassen County. Pike is described as 6 feet tall, 190 pounds, 
muscular build, heavy shoulders with a slight stoop, straight 
black hair, dark blue eyes, heavy nose, prominent chin, two 
‘small gold fillings in upper front teeth, very surly at times. 
Should this man call on you and present a check drawn on the 
interested bank, kindly notify that institution or the nearest 
office of our detective agents at once. 

T. B. RICHARDS recently called at a Toledo bank claiming 
Pittsburgh as his home. He showed a business card of Bell, 
Richards & Young, General Contractors, First National Bank 
Building, Pittsburgh, Pa., with the name of /Thomas B. Richards 
on same. He stated he was visiting friends in Toledo and re- 
quested the bank to cash a small check drawn against the First 
National Bank of Pittsburgh. The bank complied with his 
request and was consequently defrauded, as the check in question 
was returned marked “No Funds.” It has developed that this 
operator has passed numerous other worthless checks drawn on 
the same bank, © 


F. L. SCHMELTZ defrauded a member bank of South Bend, 
Ind., by means of a worthless draft drawn on the First National 
Bank, Pittsburgh, Pa. The draft in question was signed 
Universal Septic Tank Corporation, by F. L. Schmeltz, Manager. 
The draft was returned with a notation to the effect that Schmeltz 
is in no way connected with the corporation named above at the 
present time. He is driving a blue Oldsmobile Coupe with 
Pennsylvania license plates. Schmeltz is described as about 5 
feet 2 or 3 inches tall, 130 pounds, gray eyes, light brown or sandy 
hair, neat appearance, wears Masonic emblem. 


GEORGE E. SCHMIDT, alias Joseph E. Schmidt, alias 
Fred W. Grey, alias Fred W. Shaw. We are advised that an 
individual using the above names has defrauded member banks 
in Kentucky and Illinois by means of bogus checks drawn on the 
Newburgh State Bank, Newburgh, Ind. We are unable to 
supply any description of the operator at this writing. 


SSérege E Gina 


M. SCHONBERG. An individual using this name is 
drawing checks on the Cleveland Trust Company, Woman’s 
Department. These checks have come through from St. Louis, 
Mo. Inasmuch as the bank does not carry any account in this 
name they naturally are returning these checks to the victims. 
It is suggested that our members watch for checks of this nature 
and kindly notify us should similar checks be presented by any of 
their customers. 


CLYDE SMITH 


CLYDE SMITH, alias ‘Slim,’ ’recently defrauded a member 
bank of North Kansas City, Mo., by forging the name of one of 
their depositors to several checks which he negotiated. This 
man usually secures employment on railroad construction gangs 
and our detective agents are endeavoring to located him. He is 
described as about 40 years of age, 5 feet 11 inches, 170 pounds, 
ruddy complexion, blue eyes, brown hair, smooth shaven. 


A.W.SPENCER. Through swearing to a false statement as 
to his finances, A. W. Spencer, formerly a restaurant owner of 
San Francisco, was successful in defrauding a member bank of 
that city in a large amount, they having advanced this sum 
against the facts contained in the sworn statement. It has now 


4 JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


July, 1922 


been learned that all the facts in the statement in question were 
false, with the result that a warrant has been secured for the 
arrest of Spencer and is now held by, the San Francisco police. 
Our detective agents are at the present time engaged in tracing 
the movements of the operator who is described as 45 to 50 years 
of age, 5 feet 5 inches tall, 160 pounds, medium build, brown 
eyes, gray hair, fair complexion. Should any of our members 
know the whereabouts of this individual they should immediately 
notify this department, or the California Bankers Association or 
the nearest office of our detective agents. 


HENRY W. UMSTEAD. The Southern Trust & Commerce 
Bank of El Centro, Calif., a member of this Association, has 
reported that Henry W. Umstead is issuing checks and drafts 
against their institution which they are returning as worthless. 
We have been advised by the interested bank that Umstead is 
posing as an Episcopalian minister and in this manner he is 
disposing of his worthless paper. He is described as 5 feet 8 
inches, 145 to 150 pounds, medium complexion, blue eyes, 
brown hair, prominent nose, high cheek bones. When this oper- 
ator was last heard of he was operating in Mexico but no doubt 
he will again return to this country at some future date. 


HARRY WATSON 


HARRY WATSON, alias Walter Watkins, alias Walter 
Jones, alias Allen F. Borshien. Articles relative to this individual 
appeared in the August 1917, July 1919 and September 1919 
JOURNAL SUPPLEMENTS. Our detective agents’ Kansas City 
representatives effected this man’s arrest during May, 1919. He 
was convicted on a forgery charge in Kansas City and sentenced 
to the Missouri State Penitentiary from which institution he was 
recently released. Shortly afterwards he resumed operations 
with checks on which he invariably forged the names of good 
customers of the bank in which he intended to negotiate the 
checks. He has been successful in defrauding a Kansas City, 
Mo., member bank recently and is now wanted in that city. He 
is described as being about 32 years old, 5 feet 5 inches tall, 160 
pounds, medium stocky build, dark complexion, smooth shaven, 
claims to be a nurse by profession. 


AGED BOGUS CERTIFIED CHECK 
OPERATOR 


R. M. Moore, with numerous aliases, still active and 


finding many victims. 


Since 1914 we have published many articles relative to the 
operations of R. M. Moore, the last article having been published 
in the February, 1922, JourNAL StpPpLEMENT. A reproduction 
of his, photograph was published on page 28 of the October 


JOURNAL, 1920, issue. He uses in his fraudulent operations 
bogus certified checks drawn on various banks throughout the 


United States. Having secured a check book of a bank by open- _ 


ing a small account with cash, or depositing a bogus check drawn 
on an out-of-town bank, he makes up a certification stamp of 
his own, which in most instances is nothing like the original 
certification stamp of the bank, and proceeds to pass on merchants 
and hotels bogus checks written by himself and stamped with 
the certification stamp of his own makeup. 

In this man’s latest transactions he has used checks drawn 
on the Second National Bank of Boston. He is now using the 
name of M. M. Herd, but among his several aliases are the 
following, so he may change his name at any time: M. A. Breed, 
M. R. Morse, R. S. Reed, Wm. H. Greer, Chas. H. Schwartz, 
W.S. Yorke, R. M. Reade, L. F. Lee, N. P. Neal, G. R. Greene, 
F. E. Grant, J. W. Howe, W. H. White, R. K. Rose, I. D. Hawley, 
Harry P. Ritter, etc. 

Though this man changes his name frequently, his hand- 
writing is characteristic and always the same on the face of his 
checks. He_is described as being about 65 years of age, 5 feet 
5% inches, 188 pounds, slender build, sallow complexion, dark 
eyes, gray hair; may have a mustache. His finger print classifi- 
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STOLEN STOCK CERTIFICATE 


At the request of the Commercial Bank of Gideon, Mo., we 


wish to advise that Stock Certificate No. 45, issued to J. C. 
Anderson for two shares of the bank’s stock, signed by I. H. © 
Riley, Cashier, has in some manner been stolen from the inter- 

ested bank and it is their desire that our members watch for this _ 


certificate and should same be presented that they or this depart- 
ment be notified immediately. 


ARRESTED 


RECEIVERS ARRESTED 


Two men arrested in Boston have loot of three bank 
burglaries. 


HARRY MANIFF and MACK KLEIN were arrested by the 
Boston, Mass., Police Department on May 9, 1922, after it had 
been reported that Maniff had endeavored to negotiate a loan 
offering stolen securities as collateral, a clerk of the Boston 


member bank having become suspicious that the securities might — 


be stolen, reported the matter. As these men could not give a 


satisfactory explanation as to how these securities came into — 


their possession, they were placed under arrest. Our detective 
agents acted in:conjunction with the Sheriff at Hudson, N. Y., 
and the Boston,Police Department; and it was found that part 
of the bonds in question were stolen from a Philmont, N. Y., 
member bank when that institution was burglarized on March 
22, 1922. 

The numbers of the other bonds were carefully checked and 
our agents found that several of these had been stolen from a 
member bank at Icksburg, Pa., when it was burglarized on 
March 28, 1922. Our agents also ascertained that the balance 
of the bonds seized when these men were arrested, had been taken 
during the burglary of a member bank in Claysburg, Pa., which 
took place on December 9, 1921. Klein and Maniff are at present 
awaiting trial in Boston on charges brought by the Philmont, 
N. Y., bank. ; 
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FLORIDA BANDITS ARRESTED 


On May 12, 1922, a member bank at Stuart, Fla., was held 
up by three men and several thousand dollars secured. One of 
our detective agents’ Atlanta representatives immediately left 
his headquarters to make an investigation but before his arrival 
in Stuart the local sheriff and his posse had arrested HANFORD 
MOBERLY and CLARENCE B. MIDDLETON recovering 
part of the loot. Our agents’ representative then cooperated 
with the local authorities and the identity of the third bandit 
was ascertained to be ROY YOUNG MATTHEWS. This man 
was traced to various cities in Florida and Georgia and was 
finally arrested on May 20 at Orchard Hill, Ga., by the local 
- authorities on a local charge. Our agents’ representative im- 
mediately proceeded to Griffin, Ga., where Matthews was being 
held in jail and secured a complete confession from him. 
Moberly, Middleton and Matthews are awaiting trial at this 
writing. 


WHITE BLUFFS, WASH., BURGLARS 
ARRESTED 


During the night of March 15, 1922, an attempt was made 
to burglarize a member bank of White Bluffs, Wash. A charge 
of nitro-glycerine was placed and the explosion made such a 
noise that some of the local residents were awakened. An alarm 
was given and the Sheriff of Grant County arrested JOHN 
BURKE, JOHN MORRISON and C. L. PORTER. These 
three men were tried on the charge of burglarizing the bank 
and were convicted on May 12, 1922. The sentences they re- 
ceived are given elsewhere in this issue. 


CHARLES W. BAILEY defrauded a member bank of Marys- 
ville, Mich., during January, 1921, on a forged check. Thereafter 
he continued his operations victimizing numerous individuals 
who were in his class at Harvard. During the latter part of 
June he was arrested by the local authorities in Waltham, Mass. 
He was convicted and given the sentence quoted elsewhere in 
this issue. The Marysville, Mich., bank has been advised to 
have a detainer warrant lodged with the Massachusetts authori- 
ties. 


CHAS. W. BAILEY 


SAMUEL G. BAKER victimized a member bank in Charles- 
ton, 8. C., by means of a check bearing a forged indorsement. 
He was located in Savannah, Ga., on May 15, 1922, by one of 
our detective agents’ representatives and his arrest effected. 

F. W. BROOME who defrauded a member bank of Charles- 
ton, S. C., by means of a forged check, was arrested on May 11, 
1922, by our detective agents and the local authorities at Charles- 
ton, 8. C. 

ROBERT R. CAULFIELD, who caused member banks in 
Glendale and Los Angeles, Calif., to sustain losses on bogus 
checks, was arrested by the local authorities in Los Angeles on 
May 19, 1922. 

CARL DEBOTHA entered a bank at Santa Maria, Calif., 
on May 18, 1922, jumped over the counter and walked around 
in back of the cages. He picked up a twenty-dollar roll of half 
dollars and attempted to leave the bank. His actions were 
observed by one of the employees and Debotha was overpowered 
and placed under arrest. He is now awaiting trial. 

PAUL DURLING, WALTER O’MALLEY, JOHN W. 
WILSON, BEN F. BATTLESON, JERRY BROWN and 
WILLIAM J. MAYFIELD. A member bank of Panama, III., 
was held up on December 12, 1921. Several men were alleged 
to have been implicated in this crime. The above named men 
have been arrested by our detective agents’ St. Louis repre- 
sentatives and the local authorities. Durling surrendered to the 
local authorities on December 20, 1921, and later pleaded guilty. 
Battleson was arrested on December 18 by our detective agents 
and the local authorities and later found guilty. O’Malley was 
arrested on January 26, 1922, at Omaha, Neb., by one of our 
agents’ representatives and the local authorities and later found 
guilty. Wilson was arrested on December 31, 1921, on a charge 
of aiding and abetting before and after the fact and later found 
guilty. Brown was arrested on January 8, 1922, having been 
located in Tennessee by his brother-in-law who turned him over 
to the officers of Hillsboro, Ill. Mayfield was arrested on 
December 21, 1921, as an accessory before and after the fact. 
The sentences received by the first four above named men are 
given elsewhere in this issue. Brown has also been found guilty 
but has not been sentenced and in view of the fact that he turned 
state’s evidence it is possible that sentence will be suspended. 
The case against Mayfield is still pending. 

LOUIS FRAHN was arrested during the latter part of May, 
1922, by the Boston Police Department while he was attempting 
to obtain cash on a worthless check at a member bank in Boston. 


RUSSELL GOFF, alias Gilbert Goff, alias John Decker, alias 
George H. Dexter, alias Raymond Andrew Golf. An article 


RUSSELL GOFF 
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relative to this individual appeared in the January, 1921, JouRNAL 
SuppLeMENT. Since that time he has attempted to defraud 
member banks at Ogden, Utah; Omaha, Neb., and Dixon, Mo. 
He has also been successful in defrauding a non-member bank at 
Monon, Ind. He was recently arrested at Hancock, Mo., by 
the local authorities following an attempt to defraud a Dixon 
bank. He was returned to Indiana and pleaded guilty to the 
charge of the Monon bank, the sentence he received being given 
elsewhere in this issue. 

JAMES HANNAHOE, TOM McDERMOTT and JESSE 
WIDIMAN, who were implicated in the burglary of a member 
bank at Lutesville, Mo., on April 8, 1922, were arrested the 
following day by the local authorities. One of these men later 
confessed to our detective agents’ representative. During May, 
all three pleaded guilty to the charge of the interested bank, the 
sentences they received being given elsewhere in this issue. 


WILLIAM A. HARVEY, alias Henry W. McKay, who 
victimized member banks in Chicago, Ill., by means of forged 
checks after opening small accounts with cash, was arrested 
during May, 1922, by the Chicago Police Department. 


HeC. KING 


HARRY C. KING, alias Joe Mitchell, defrauded a member 
bank of Verona, Pa., by means of a worthless check in a small 
amount during December, 1920. Later he victimized merchants 
in Cincinnati, Ohio, and Mt. Sterling, Ky. He was arrested by 
the local authorities in Massilon, Ohio, during December, 1921, 
and returned to Mt. Sterling, Ky., for trial. Our detective agents 
identified him as being the individual wanted by the Verona, Pa., 
bank, and arrangements have been made to have a detainer 
warrant lodged in the Kentucky State Penitentiary to which 
institution he has been sentenced following a trial in Mt. Sterling. 

LIND LA LIEVER, who participated in the holdup of a 
member bank in Loomis, Wash., on May 31, 1922, was arrested 
later the same day by the local authorities. He is now awaiting 
trial while his two companions are being sought. 

W. T. LANE, who defrauded two Richmond, Va., member 
banks by means of worthless checks, was arrested on June 17, 
1922, at Paytes, Va., by the local authorities. He has been 
returned to Richmond for trial. 

MILTON LYLES, who was arrested during January, 1922, 
by the local authorities at Augusta, Ga., was convicted on May 
13, 1922, on the charge of defrauding an Aiken, 8. C., member 
bank on a forged check. The sentence he received is given else- 
where in this issue. 


C. B. MANNING caused a member bank of Oregon City, 
Ore., to sustain a loss on a forged check. He was arrested on 
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May 21, 1922, by our detective agents’ Portland representatives 
and the Sheriff of St. Helens County. 


EDWARD WELLING 


GEORGE MASSEY, alias Edward Welling, who was indicted 
in connection with the burglary of a member bank at Cherry 
Creek, N. Y., which took place on October 7, 1921, was arrested 
by the local authorities in Baltimore, Md., on June 11, 1922. 


C. G. MECOUCH caused a member bank of Denver, Colo., to 
sustain a loss on several forged checks. Our detective agents 
made an investigation and found that Mecouch had been arrested 
in Los Angeles, Calif., on a local charge. A detainer warrant 
has been lodged at Los Angeles by the Denver authorities. 


MARK OLLIGER victimized a member bank of Dallas, 
Texas, on three forged checks. On May 28, 1922, he was arrested 
by the Chief of Detectives of Pine Bluff, Ark., on information 
furnished by our detective agents’ Memphis representatives. 
He was held awaiting extradition to Dallas. 


EDWARD A. OTTENAD and ROY ROGERS. On June 
5, 1922, Edward A. Ottenad attempted to secure funds from a 
St. Louis, Mo., member bank on a forged withdrawal order. He 
was detained and our detective agents’ representatives notified. 
Ottenad confessed to having stolen the pass book of the depositor 
whose name was forged but stated that a friend of his named 
Roy Rogers had filled in the forged withdrawal ‘order at his 
request. He was then placed under arrest and later in the night 
Roy Rogers was arrested by the local police department. 


JACK R. PHILLIPS, who victimized a Los Angeles, Calif., 
member bank on a bogus check, was arrested by the San Diego, 
Calif., Police Department on a local charge on May 17, 1922. 
Our detective agents identified him as being the man wanted by 
the Los Angeles bank and the Sheriff at San Diego has been 
requested to hold this man for the Los Angeles authorities 
after he has served his sentence at that point. 


JAMES E. POINDEXTER. Three member banks at 
Richmond, Va., were recently victimized by means of checks 
bearing forged indorsements. Our detective agents made an 
investigation and Poindexter was positively identified by em- 
ployees of the interested banks. On June 14, 1922, he was placed 
under arrest by the Richmond Police Department cooperating 
with our agents. 


CHARLES REESE and MONROE COOK. On June 1, 
1922, a member bank in Muldrow, Okla, was entered by two men. 
While one held the employees at the point of a gun, the other 
secured all the cash, liberty bonds and war savings stamps in 
sight. Another man stood guard over the horses outside of the 
bank. Soon after the bandits had left, the employees were 
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successful in getting out of the vault in which they had been 
locked and gave an alarm. A posse immediately started in 
pursuit and the two above named men were placed under arrest, 
Reese being wounded before he was captured. Cook later con- 
fessed to our detective agents’ Qklahoma City representative, 
his part in the holdup and implicated Reese, also another indi- 


‘vidual who is being sought at this time. 


ISADORE SACKLER was arrested in New York, N. Y., on 
April 6, 1922, by our detective agents cooperating with the local 
police department. He was charged with attempting to defraud 
a member bank by means of a forged check. 


F. L. SMITH, alias L. H. Howell. On May 15, 1922, a 
Kansas City, Mo., member bank reported having been defrauded 
on eleven checks bearing the forged signature of a depositor, 
which had been cashed by an individual using the name of 
L. H. Howell. Suspicion was directed towards one F. L. Smith 
who had roomed with the man whose name was forged. Our 
detective agents made a thorough investigation and secured 
enough evidence against Smith to warrant his arrest. On June 
14, 1922, they were successful in locating him in Kansas City 
and effecting his arrest. He was then positively identified by an 
employee of the bank. 


FRANK SMITH. In the March, 1922, Journau Suppie- 
MENT we published an article relative to the arrest of three men 
implicated in the holdup of a Minneapolis, Minn., member bank. 
Frank Smith was arrested by the local authorities in Chicago, 
Ill., in connection with this same case and was returned to 
Minneapolis for trial. He has been convicted and the sentence 
he received is given elsewhere in this issue. 


FRANK W. SMITH, alias F. W. Wing, defrauded a member 
bank of Hillyard, Wash., during May, 1921, by means of two forged 
checks. Our detective agents made an investigation but at the 
time were unable to locate Smith. During May, 1922, they 
secured additional information. Acting on same and cooperating 
with the local Sheriff, our agents effected the arrest of Smith in 
the vicinity of Springdale, Wash., on May 22, 1922. He was 
taken to Spokane for trial where he pleaded guilty and was 
sentenced on the same day, his term being given elsewhere in this 
issue. 

ROY A. TELFORD caused a member bank of Kansas City, 
Mo., to sustain a loss through a mortgage swindle. Our detective 
agents took up the investigation and traced Telford to Manitou, 
Colo., where he was loeated on June 13, 1922, and his arrest 
effected by one of our detective agents’ Denver representatives 
cooperating with the local authorities. He was held awaiting 
extradition to Kansas City. 

RALPH E. TROTTER, who defrauded member banks of 
Youngstown, Ohio, Washington, D. C., and Oakland, Calif., 
was arrested in Oakland by the local police department on June 
11, 1922. The local banks identified Trotter after his arrest and 
our detective agents’ San Francisco representatives questioned 
him. He confessed to having defrauded the eastern banks 
referred to above and they have been advised to lodge detainer 
warrants with the Oakland authorities. 

JOHN ULLMAN caused a member bank of Camden, N. J., 
to sustain a loss on two forged checks. He was located by our 
detective agents in Saratoga Springs, N. Y., and his arrest 
effected on May 22, 1922. He made a complete confession and 
has been returned to Camden for trial. 

ALFRED B. VINCENT, who defrauded a member bank at 
Los Angeles, Calif., by means of worthless checks, was arrested 
by the local authorities at a point in Ohio at the request of the 
Los Angeles Police Department. He had been returned to Los 
Angeles for trial. 


ALEXANDER WEIL, who defrauded a member bank of 
San Francisco. Calif., by means of two worthless checks during 
April, 1922, was located by our detective agents’ Seattle repre- 
sentatives in Seattle, Wash., where his arrest was effected on 
May 20, 1922. 

CLARENCE F. WEIMAN, who attempted to defraud a San 
Francisco, Calif., member bank by means of an altered pass book 
was arrested on June 11, 1922, by the Los Angeles Police Depart- 
ment cooperating with our detective agents’ Los Angeles repre- 
sentatives. He was held awaiting trial on a local charge in 
Los Angeles. 


W. A. WILLIAMS, who caused a member bank of Jackson, 
Miss., to sustain a loss on a check bearing a forged indorsement, 
was arrested on May 19, 1922, at Laurel, Miss., by the local 
authorities and other interested parties. 


FLOYD YOUNG. During April, 1922, a member bank of 
Plainview, Texas, was victimized on a forged check. The matter 
was reported to our detective agents’ Dallas representatives the 
latter part of May and a representative immediately proceeded 
to Plainview. He was successful in securing a confession to this 
transaction from an individual named Floyd Young, who had 
been arrested in Floydada, Texas, on another charge. 


REMOVED 


FORGERS, ETC. 


Adkins, Henry—2 years, State Penitentiary, Moundsville, 
W. Va. 

Bailey, Chas. W.—3 months, County Jail, East Cambridge, 
Mass. 

Bailey, William J.—2 years, State Penitentiary, Huntsville, 
Va. 

Baker, Samuel G.—Discharged, effected restitution. 

Belanger, Theodore O’Brien—Suspended sentence, effected 
restitution. 

Berthold, Fred—1 to 14 years, State Penitentiary, San Quen- 
tin, Calif. 

Bilog, D.—Case dismissed. 

Bowers, J.—Indeterminate, State Penitentiary, Huntsville, 
Texas. 

Broome, F. W.—Discharged, effected restitution. 

Brundage, H.—Discharged, effected restitution. 

Camper, W. Roy—1 to 2 years, State Penitentiary, Carson 
City, Nev. 

Capello, George J.—2 months, County Jail, York, Pa. 

Cobb, George—Indeterminate, County Jail, Los Angeles, 
Calif. 

Daniels, Edward—3 years, probation. 

Darnell, Charles H.—6 months, State Penitentiary, Baton 
Rouge, La. 

Dolgoff, George—3 months, probation. 

Duncan, Allen F.—-Suspended sentence. 

Erickson, Bertha—Indeterminate, Women’s Industria] Farm, 
Lansing, Kan. : 

Felter, Benjamin E.—214 to 5 years, Sing Sing Prison, Ossin- 
We, Noy « 

Fiber, Aaron—1 to 14 years, State Penitentiary, San Quentin, 
Calif. 

Fore, R. M.—Case dismissed. 

Gabriel, Violet—Discharged, effected restitution. 
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Goff, Russell—1 to 7 years, State Penitentiary, Michigan 
City, Ind. 

Gradke, E. D.—Escaped. 

Groves, Bill—1 to 14 years, State Penitentiary, San Quentin, 
Calif. 

Haggerty, Dolly—Case dismissed. 

Hayes, Lee D.—1 to 10 years, State Penitentiary, Joliet, Il. 

Henry, William J.—Suspended sentence. 

Huston, Sam—Case dismissed. 

Jewett, Roy—15 years, State Penitentiary, Anamosa, Lowa. 

Kauffman, Dewitt C.—5 years, State Penitentiary, Baton 
Rouge, La. 

King, Harry C.—4 years, State Penitentiary, Frankfort, Ky. 

Lafater, Olsen—Indeterminate, State Penitentiary, San 
Quentin, Calif. 

Lyles, Milton—4 years, State Penitentiary, Columbia, 8. C. 

Manella, Dr. William—1 to 14 years, State Penitentiary, San 
Quentin, Calif. 

Marsh, Sanford K.—2 years, State Penitentiary, Jefferson 
City, Mo. 

Martin, Walter P.—1 to 14 years, State Penitentiary, San 
Quentin, Calif. 

Mirckle, G—Discharged. 

Nagle, Jerome Roosevelt—Case dropped, restitution effected. 

Ottenad, Edward A.—Discharged, lack of prosecution. 

Perrin, Elix O.—90 days, Webster County Jail, Lowa. 

Phillips, Jack R.—6 months, County Jail, San Diego, Calif. 

Pratt, Francis L.—1 year, Workhouse, St. Louis, Mo. 

Prevost, Al—4 months, County Jail, Portland, Ore. 

Reiss, Sigmund L.—Case dismissed. (Chicago case dis- 
missed still awaiting trial in N. Y. C.) 

Rogers, Roy—Discharged, lack of prosecution. 

Russo, N.—Discharged. 

Smith, Frank M.—3 to 20 years, State Reformatory, Monroe, 
Wash. 

Smith, Tom H.—Suspended sentence. 

Sneyd, R. E.—5 years, U. 8. Penitentiary, Atlanta, Ga. 

Stern, George A.—8 years, U. 8. Penitentiary, Leavenworth, 
Kans. 

Weiman, Clarence F.—30 days, City Jail, Los Angeles, Calif. 


BURGLARS AND HOLDUP ROBBERS 


Andrews, Horace—Discharged, insufficient evidence to con- 
vict. 

Battleson, Ben F.—1 to 20 years, Southern Illinois Peniten- 
tiary, Chester, Ill. 

Bayles, Dave—7 years, State Penitentiary, Moundsville, 
W. Va. ’ 

Burke, John—5 to 25 years, State Penitentiary, Walla 
Walla, Wash. 

Durling, Paul—1 to 10 years, Southern Illinois Penitentiary, 
Chester, Ill. 

Hall, Jim—7 years, State Penitentiary, Moundsville, W. Va. 

Hannahoe, James—15 years, State Penitentiary, Jefferson 
City, Mo. 

Hopper, Will—Discharged, insufficient evidence to convict. 

Johnson, Charles—No date set for trial, lack of prosecution. 

Kapler, Andrew—Died. 

McDermott, Tom—15 years, State Penitentiary, Jefferson 
City, Mo. 

Merriam, Louis D.—5 years, U.S. Penitentiary, Atlanta, Ga. 

Morrison, John—5 to 25 years, State Penitentiary, Walla 
Walla, Wash. 

O’Donnell, William—1 year, State Penitentiary, Stillwater, 
Minn. 

O’Malley, Walter—1 to 20 years, Southern Illinois Peniten- 
tiary, Chester, Il. 

Porter, C. L.—5 to 25 years, State Penitentiary, Walla 
Walla, Wash. 

Reckert, Bert—7 years, State Penitentiary, Moundsville, 
W. Va. ; 

Savage, Okey—7 years, State Penitentiary, Moundsville, 
W. Va. 

Smith, Frank—1 year, State Penitentiary, Walla Walla, Wash. 

Stevens, Charles—18 months, probation. 

Stevens, William—1 year, State Penitentiary,Stillwater, Minn. 


Widiman, Jesse—5 years, State Penitentiary, Jefferson City, 


Mo. 
Wilson, John W.—1 to 20 years, Southern Illinois. Peniten- 
tiary, Chester, III. 
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Three Groups of Federal Reserve Critics 


An Analysis of the Beliefs Which Each Holds. 
Service Lies in the Passive Sphere of Protection and Prevention. 
Rates and the ‘Dominant Position.” 


By G. ALEX HOPE 


System’s Most Important 


Interest 


Less Than 10 Per Cent. of Loanable 


Funds in Member Banks Were Influenced During Period of Greatest Borrowing 


exist in the Federal Reserve 

System have been made the 
subject of lengthy discussion by 
banking groups throughout the 
country in the last few months. It 
is evident, however, from the na- 
ture of arguments presented that the 
true functions of this system are not 
yet thoroughly understood, even 
after eight years of operation. This 
is partly explained by the fact that 
we have never experienced this part 
of the business cycle since the re- 
serve banks were established, so 
observers have never previously 
witnessed their operations with 
business at this ebb. 


PANG ct ia th anomalies that 


The Three Groups 


The present slump in reserve 
bank business, due partly to the 
failure of bankers to make demands 
upon the reserve banks such as were 
typical of war-time intercourse, has 
led some to believe that the system 
is slackening in performing its 
vested functions, 

Another group that has made its 
appearance in print is the one ex- 
pressing the fear that, because of 
the “dominant position” of the Fed- 
eral Reserve System, it is now pos- 
sible for that system to make or 


break the industrial fabric of the 
country by an arbitrary manipula- 
tion of discount rates. 

A third group, with genuine sin- 
cerity, has compared the Federal 
reserve plan to the European cen- 
tral banks and expressed grave 
doubts as to the efficacy of our sys- 
tem simply because the Federal re- 
serve does not exercise all the 
functions vested in European cen- 
tral banks. 


Largely An Emergency System 


Recent reports of the Federal 
Reserve Board indicate, of course, 
a notable decrease in the reserve 
banks’ business, a decline, too, that 
is somewhat greater than the slump 
in member banks’ business. Before 
the inference is made from this, 
however, that the Federal Reserve 
Banks are not fully performing 
their functions, other relevant facts 
must be considered—fundamen‘al 
facts that are the basis of the sys- 
tem itself. 

The foremost object of the Fed- 
eral Reserve Banks is to insure the 
business of the country against 
financial panics by a pooling of in- 
terests and reserves that protects 
the bankers while the bankers are 
protecting the business men. This 
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has been done by abolishing “pyra- 
mided” reserves and by giving ex- 
isting reserves greater mobility. A 
second great object is to provide an 
elastic currency, responsive to both 
general and regional needs, which 
was accomplished by creating the 
Federal reserve notes. 

While it is evicent, then, that 
certain operations of the Federal 
Reserve Banks must go on continu- 
ously, their most important services 
lie in the passive sphere of protec- 
tion and prevention, rather than in 
current business activities. Al- 
though there is little in the law it- 
self that confines the Federal re- 
serve to emergency operations, the 
very nature of its structure and the 
demand it was created to fill make 
it exist primarily for that purpose. 


Contributing Factor 


Another contributing factor in 
the present slump of reserve bank 
business is that American bankers 
are so thoroughly imbued with the 
idea of individual banking that it is 
a matter of pride that they are not 
at present using the Federal reserve 
to greater advantage. During the 
period of inflation, when both public 
and private finances were largely 
of an emergency character, they 
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used it fully because they were com- 
pelled to in order to take care of 
all their business. Now that busi- 
ness has reached a low ebb and 
financing is confined to the types 
that member banks were accus- 
tomed to before the war, they have 
reverted to their former practices, 
a condition over which the Federal 
reserve has no control and for 
which it cannot rightly be blamed. 


Does Not Control Bank Rate 


The second group, who fear that 
the “dominant position” of the Fed- 
eral reserve will work a hardship 
on the country, seem to have failed 
to consider the lack of connection 
between the reserve banks and the 
open market, especially under con- 
ditions when the demand for funds 
is not excessive. A most striking 
feature at present is the small com- 
mercial demand on the reserve 
banks as compared with the bor- 
rowings of two years ago. In spite 
of the fact that large issues of new 
securities have been absorbed and 
stock and bond prices have ad- 
vanced in the open market, the de- 
mand upon the Federal reserve has 
materially lessened. It is note- 
worthy, too, that interest rates have 
fallen to 4 per cent. and even below, 
while rates at seven of the reserve 
banks are 4% per cent. and three 
mid-western districts are _ still 
charging 5 per cent. The existence 
of this situation has been the cause 
of much comment, as it has been 
pointed out that there exists a lack 
of connection between Federal Re- 
serve Banks and the general money 
market. 


No Comparable Market 


This situation is not surprising, 
however, when the long-standing 
practices of American banking are 
taken into account. There is, in 
fact, no reason to expect our Fed- 
eral reserve discount rate to bear 
the same relation to the money 
market that European central bank 
discount rates bear to the money 
markets there, inasmuch as we have 
no comparable open market. The 
rate on the New York bill market 
is probably as nearly an open- 
market rate as any that could be 
found for comparative purposes in 


JEAN V. PARMENTIER 
Director of Capital of the French Ministry 
of Finance Here for the Sessions of the Inter- 
Allied Debt Funding Commission 


this country. Yet a comparison of 
this rate and that of the Federal 
reserve reveals that that paper is 
going at fully 1 per cent. below the 
rediscount rate. 

Even at the peak of the borrow- 
ing during the post-war boom, the 
Federal Reserve System influenced 
something less than 10 per cent. of 
the loanable funds in the hands of 
member banks. Changes in the re- 
serve bank rate, then, can have but 
little effect on the market and can 


exert, at best, under present cir-- 


cumstances, nothing more than a 
sentimental influence. In the face 
of this evidence it is plainly fal- 
lacious to contend that an arbitrary 
manipulation of the discount rate, 


- even if that were attempted, could 


break the industrial fabric of the 
country. 


Systems Not Workable Here 


The group that has “gone 
abroad” to find trouble with the 
system are similarly beset with dif- 
ficulties in proving their conten- 
tions. One of them is already 
brought out in the foregoing discus- 
sion of the bank rate, for it is evi- 
dent that the Federal reserve is not 
at fault through inability to control 
this discount figure. 


The lengthy study of European 
banking systems by the Monetary 
Commission is ample evidence that 
we did not disregard the experience 
of foreign central banks in planning 
our present system. It is unjust, 
however, to assume that the United 
States could take over for success- 
ful operation here, the methods 
that have proved _ satisfactory 
abroad. Our problem is different in 
several striking aspects: 


(1) The geographical extent of 
our country necessitates variations 
from their systems. 

(2) Because of our 30,000 banks 
we have not been able to evolve uni- 
form policies. 

(3) Fully 50 per cent. of our 
banking is still agricultural, whereas 
the great bulk of theirs is commer- 
cial. 

(4) We lack a real open market 
comparable to the London discount 
market. 


System Is Not Without Flaws 


It is not to be inferred that the 
Federal Reserve System is believed 
to be without flaws, for it is quite 
obvious that certain imperfections 
still exist in it, but they are slowly 
being weeded out. The fact that 
they do exist, however, need not 
be cause for general alarm, for it 
is not reasonable to assume that a 
perfect banking system could be 
constructed in a few years’ time, 
especially since few precedents that 
could be used as cornerstones were 
available for the type of structure 
desired. Now that it is constructed 
it will not soon be superseded by 
any other, however. 

In spite of some defects, largely 
administrative and political, it 
seems reasonable to conclude that 
we have in our Federal reserve a 
system freshly adapted to our coun- 
try’s needs; a system whose stimu- 
lating effect is little felt at present 
because of its passive rdle at this 
period of the business cycle, but 
whose protective and preventive 
services are strongly in evidence in 
times of inflation. A sympathetic 
and inquisitive attitude toward this 
paternal overseer of business will 
bring advantages that unfounded 
criticisms keep forever hidden. 


The Conference with Canadian Bankers 


Administrative Committee in Montreal. 


Joint Committee Will Consider 


Larger Questions of Business and Finance Affecting the Two Countries. 
W. Irving Bullard and R.S. Hecht Delegates to the Brazilian Exposition 


HE controlling policy of 
President Thomas B. Mc- 
Adams to make all activities 


of the American Bankers Associa- 


tion render as broad a public service 
as possible was 
given special ex- 
pression through 
holding the July, 
1922, meeting of 
the Administra- 
tive Committee 
under conditions 
that both signal- 
ized the close 
relationship be- 
tween banking in 
the United States 
and Canada and 
gave the mem- 
bers of the gov- 
erning body and 
other representa- 
tives of the Asso- 
ciation an oppor- 
tunity to discuss 
informally mat- 
ters of common 
interest with lead- 
ers of Dominion 
finance. The 
meeting was held 
at Montreal July 
24 and 25, where 
the American 
representatives 
were guests of the 
Canadian Bankers 
Association at the 
invitation of its 
president, Sir 
Frederick Wil- 
liams - Taylor, 
general manager 
of the Bank of 
Montreal. 

The first spe- 
cific result of the 
meeting was the 
appointment by 
President McAdams of a commit- 
tee of the American Bankers Asso- 
ciation to consider the larger 
questions of business and finance 
mutually affecting the two countries 
with a similar body to be named for 
the Canadian association. Those 


designated on the American com- 
mittee were David R. Forgan, presi- 
dent of the National City Bank, 
Chicago, chairman; Daniel G. 
Wing, president of the First Na- 


SIR FREDERICK WILLIAMS-TAYLOR 
President Canadian Bankers Association 


tional Bank, Boston; E. C. McDou- 
gal, president of the Marine Trust 
Company, Buffalo, N. Y.; Frank 
W. Blair, president of the Union 
Trust Company, Detroit, Mich., and 
W. D. Vincent, president of the Old 
National Bank, Spokane, Wash. 
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“American and Canadian bankers 
have before this met only as indi- 
viduals and as representatives of 


‘their various banks, but never be- 


fore have they met in this way as 
representatives of 
Canadian and 
American  bank- 
ing as a whole,” 
said President 
McAdams at the 
dinner given by 
the Canadians to 
the Americans at 
the Mount Royal 


hubs] ¢ 1this<to 
be hoped that a 
means of mu- 
tually beneficial 


discussion and co- 
operation in mat- 
ters of common 
interest will be es- 
tablished as a re- 
sult of this visit.” 

Indication that 
this purpose will 
be realized was 
amply manifested 
in the remarks 
made by the hosts. 
Because of the 
importance and, 
in some respects, 
political bearings 
of the major 
questions of com- 
mon interest, such 
as the tariff, reci- 
procity, the sub- 
ject of war debts, 
waterways and 
others, no definite 
stand was taken 
on any subject at 
this occasion by 
either group as a 
whole or as indi- 


viduals. Those 
who spoke at 
the dinner were Sir Frederick 


Williams-Taylor, who was toast- 
master; Mr. McAdams, Sir John 
Aird, Kt. vice-president and gen- 
eral manager of the Canadian Bank 
of Commerce; E. L. Pease, vice- 
president and managing director of 
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the Royal Bank of Canada; General 
Sir Arthur Currie, principal of 
McGill University and commander 
of the Canadian forces in France 
during the war; Second Vice-Presi- 
dent John H: Puelicher of the 
American Bankers . Association; 
Fred I. Kent, vice-president of the 
Bankers Trust Company, New 
York; Lewis E. Pierson, chairman 
of the Irving National Bank, New 
York, and Francis H. Sisson, vice- 
president of the Guaranty Trust 
Co., New York. 

Not only were the visiting Amer- 
ican bankers brought into closer re- 
lations with Ca- 
nadian finance, 
but they also were 
given a view of 
Dominion  mari- 
time commerce 
through a tour of 
the port of Mon- 
treal as guests of 
the harbor com- 
missioners aboard 
the tug Sir Hugh 
Allan. They were 
deeply impressed 
by the picture of 
thriving activity 
presented here, 
especially by the 
volume of ship- 
ping, the great 
w heat elevators 
and coal bunker- 
ing activities. The 
hosts on this trip 
wete) Dr VV = a 
McDougald, pres- 
ident of the har- 
bor commission- 
ers, and Shier: 
Fennell, Jr., the general manager 
and secretary. 

Dr. McDougald pointed out to 
the American visitors some of the 
salient facts in the volume of com- 
merce handled through the port, 
which he said was second in Amer- 
ica only to New York and first in 
the world in respect to wheat ex- 
ports, nearly 140,000,000 bushels 
having been shipped through it dur- 
ing the seven months in 1921 dur- 
ing which navigation was open. R. 
S. Hecht, president of the Hibernia 
Bank and Trust Company of New 
Orleans, and head of the port au- 
thorities there, responded for the 
American group. President Mc- 
Adams also expressed admiration 
at the facilities for commerce re- 


H. B. Mackenzie, 


Sisson, New York; 


Montreal; Walter Lichtenstein, 
New York; J. A. House, Cleveland; Frank W. Blair, Detroit; Julian Olney, New York; 


vealed by the tour of the harbor. 

The forenoons of the two days’ 
visit to Montreal were taken up 
by the business meetings of the 
Administrative Committee. Con- 
firmation was given to the appoint- 
ment of the following Banking and 
Currency Committee as a sub-com- 
mittee of the Economic Policy Com- 
mission: Paul M. Warburg, chair- 
man;° Charles A. Hinsch, Evans 
Woollen, R. S. Hecht and Waldo 
Newcomer. The following commit- 
tee on the fiftieth anniversary was 
also confirmed: Lewis E. Pierson, 


THE DOMINION AND AMERICAN BANKERS 


Bottom Row (left to right)—-Lewis E. Pierson, New York; John H. Puelicher, Milwaukee ; 
Thomas B. McAdams, Richmond; Sir Frederick Williams-Taylor, Montreal; Francis H. 
R. S. Hecht, New Orleans; F. 


Gurden Edwards, New York 


chairman; Walker Hill, George M. 
Reynolds, Logan C. Murray, Ly- 
man J. Gage, Myron T. Herrick 
and E. F. Swinney, with Gurden 
Edwards as secretary. The ap- 
pointments were made of W. Irving 
Bullard and R. S. Hecht as dele- 
gates of the American Bankers As- 
sociation to the Brazilian Interna- 
tional Centennial Exposition. 
Those who made the trip to 
Montreal were as follows: Thomas 
B. McAdams, President American 
Bankers Association and vice-presi- 
dent Merchants National Bank, 
Richmond, Va.; John H. Puelicher, 
First Vice-President of the Associ- 
ation and president Marshall and 
Ilsley Bank, Milwaukee, Wis.; 


N. Shepherd, New York. 


Joseph Wayne, Jr., president Girard 
National Bank, Philadelphia, Pa.; 
Frank L. Hilton, vice-president 
Bank of the Manhattan Company, 
New York City; J. A. House, presi- 
dent Guardian Savings and Trust 
Co., Cleveland, Ohio ; John W. Bar- 
ton, vice-president Metropolitan 
National Bank, Minneapolis, Minn. ; 
Samuel’ H. Beach, president Rome 
Savings Bank, Rome, N. Y.; Raa 
Hecht, president Hibernia Bank 
and Trust Co., New Orleans, La. ; 
Fred I. Kent, vice-president Bank- 
ers Trust Co., New York City; M. 
A. Traylor, president First Trust 
and Savings Bank, 
Chicago, lle 
Francis H. Sisson, 
vice - president 
Guaranty Trust 
Co., New York 
City; Lewis E. 
Pierson, chairman 
Irving National 
Bank, New York 
City; EE. Gr Die 
Dougal, president 
Marine Trust Co., 
Buffalo - Nye 
Frank W. Blair, 
president Union 
Trust, Cogaeiwes 
troit, Mich. ; Wal- 
ter Lichtenstein, 
executive secreta- 
ry First National 
Bank, Chicago 
Ill.; E.R. Rooney, 
vice - president 


Middle First National 


Row—T. E. Merritt, Montreal; Lewis L. Strauss, New York; Sir John Aird, Toronto; B k Bost 
Montreal; Thomas B. Paton, New York. Top Row—C. E. Neill, ank, oston, 
Chicago; E. C. McDougal, Buffalo; Frank L. Hilton, Mass. ; and of 


American Bank- 
ers Association 
headquarters staff, F. N. Shepherd, 
Executive Manager; Thomas B. 
Paton, General» Counsel; William 
G. Fitzwilson, Secretary; Gurden 
Edwards, Secretary Public Rela- 
tions Commission; Lewis  L. 
Strauss, of Kuhn, Loeb & Co., Sec- 
retary Commerce and Marine Com- 
mission, and Julian Olney, Secre- 
tary to the Executive Manager. 


A. B. A. Convention, Oct. 2-6 


October is delightful in New 
York. The forty-eighth annual 
convention, which will be held at 
Hotel Commodore, October 2 to 6, 
will, it is expected, bring a record- 
breaking attendance of bankers 
from every state and every locality. 


New Light on Our Unfunded Foreign Balance 


HE American exporter today 

needs to be convinced that 

foreign buyers can pay for 
what they buy. So long as the 
statement continues to be repeated 
that the world owes us an unfunded 
debt of three to five billion dollars 
our exporters will continue to be 
hesitant about pushing their for- 
eign sales. As a result of four an- 
nual studies of this problem which 
the writer has made for the Har- 
vard Committee on Economic Re- 
search he has been for some time 
convinced that the current short- 
term indebtedness of the world to 
this country, representing unpaid, 
overdue accounts of foreigners 
which are being carried by our 
bankers and exporters is much 
smaller than has been frequently 
stated. It appears certain that the 
amount does not exceed a billion 
dollars, and in all probability is con- 
siderably less. If this is the case 
the existence of such an unfunded 
balance ought not to constitute a 
serious obstacle to the promotion 
of our foreign trade. 


Comparatively Small 


Two investigations, conducted by 


a leading New York bank, whose 
results the writer has recently been 
permitted to publish,* throw new 
light on the problem and support 
strikingly the conclusion that our 
unfunded foreign balance is com- 
paratively small. One was an in- 
vestigation based on a questionnaire 
distributed to forty-one leading 
banks and financial houses, of our 
imports of securities since the 
armistice. This inquiry showed 
that in addition to the foreign se- 
curities issued in this country, ac- 
curate data on which are regularly 
published, we imported in the three 
years, 1919-21, $620,000,000 of 
foreign stocks and bonds which 
had been issued abroad, and $489,- 
000,000 of American securities 
formerly held abroad. The com- 
bined import of these two sorts of 
securities, $1,109,000,000, was 
about two-thirds as much as the 


_*See the Harvard Review of Economic Sta- 
tistics, July, 1922, 


By JOHN H. WILLIAMS, Ph.D. 


Harvard University 


FOREIGN BALANCES REPORTED BY 664 AMERICAN EXPORTERS AND BANKERS, AS OF JULY 1, 1920 AND Juty 1, 1921 


(Units of $1000) 
Manufacturing Domestic Foreign’ bank Grand total, 
and commercial banks agencies all reporting 
concerns 
July 1, | July 1, | July 1, | July 1, | July 1, | July 1, | July 1, } July 1, 
1920 1921 1920 1921 1920 1921 1920 1921 
Duestrom:Hurope cose ae 196,824 | 171,409 | 61,299 | 65,683 11,245 9,473 | 269,368 | 246,565 
Due tOPPULOPe wale cists « aeielteln ee 24,612 | 20,456 | 198,599 | 126,206 | 14,864 | 14,915 | 238,075 | 161,577, 
Balance due from Europe..... 172,212 | 150,953 | 137,300*] 60,523*| 3,619*| 5,442*| 31,293] 84,988 
Due from all other countries ...... 184,804 | 209,074 | 50,961 | 123,421 | 61,639 | 48,554*| 297,404 | 381,049 
Due to all other countries......... 21,482 | 10,739 | 111,353 | 23,774 | 129,532 | 82,735 | 262,367 | 117,248 
Balance due from all other;———— SS 
COUNCEIES fae cee ile sc sees 163,322 | 198,335 | 60,392t| 99,647 | 67,893+] 34,181T| 35,037 | 263,801 
Due from all countries combined . .| 381,628 | 380,483 | 112,260 | 189,104 72,884 | 58,027 | 566,772 | 627,614 
Due to all countries combined..... 46,094 | 31,195 | 309,952 | 149,980 | 144,396 | 97,650 | 500,442 | 278,825 
Net Balance due from all coun- 
tries combined e..1... seer 337,222§| 350,641 §| 197,692$| 39,124 | 71,512t 


* Due to Europe. 


{Due to non-European countries. 


39,623t} 66,330§| 348,789 § 


{Due to all countries combined. 


§ Includes also figures of concerns which did not distinguish between European balance and balances in other 


countries. 


new issues of fore gn securities 
floated on this side in the same three 
years ($1,607,000,000), but ex- 
ceeded the net amount of such flota- 
tions after subtracting maturing 
issues ($1,341,000,000) by $763,- 
000,000. In other words, it appears 
from this survey that, taking the 
three year period, 1919-21, as a 
whole, foreign currency securities 
issued abroad and sold for Ameri- 
can account and American securi- 
ties returned to this side have been 
the most important channels for the 
export of American capital since 
the armistice.t The reader wi!l 
not need to be told that this huge 
inflow of securities, much larger 
than had commonly been sup- 
posed, would serve to pay off a 
considerable part of our balance of 
merchandise exports and reduce 
considerably the supposed uncov- 
ered balance. 

More direct evidence on the 
amount of the unfunded balance 
was given by the second investiga- 
tion referred to. A questionnaire 
was sent out to the principal do- 
mestic banks, private bankers, and 
foreign banks of New York, two 
large banks of Boston, and the more 
representative members of the 
American Manufacturers Export 
Association and the Exporters and 

This, however, has not been the case in 


7 
1921 or 1922. See the Review of Economic 
Statistics, July, 1922. 
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Importers Association, asking them 
to report the status of their bal- 


ances with foreign countries. 
About a thousand replies were re- 
ceived, of which 644 reported 


either debit or credit balances, while 
the remainder reported no balances. 
The totals were as given above. 


The Balance Due 


This table shows that the aggre- 
gate balance due from all countries 
on July 1, 1921, to the 664 manu- 
facturing and commercial concerns, 
domestic banks and foreign bank 
agencies was $628,000,000, against 
which the balance due to all coun- 
tries was $279,000,000, leaving a net 
unfunded credit balance of $349,- 
000,000. Contrary to the impres- 
sion of many, the returns show that 
the greater part was due from non- 
European countries. Balances due 
from Europe amounted to $247,- 
000,000, against balances due to 
Europe of $162,000,000, giving a 
net balance due from Europe of 
$85,000,000. Balances due from 
non-European countries amounted 
to $381,000,000, and those due to 
these countries, $117,000,000, leav- 
ing a net balance due from non- 
European countries of $264,000,000. 

It is especially interesting to note 
that the net balance due this coun- 
try pertained entirely to the ex- 
porting concerns. Taken as a whole, 
the reporting banks appear to have 
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had no net balance due from abroad. 
This was particularly true of the 
earlier date, July 1, 1920, when the 
combined domestic banks and for- 
eign bank agencies had credit bal- 
ances of $185,144,000 and debit bal- 
ances of $454,348,000, giving a net 
debit on current account of $269,- 
204,000. On July 1, 1921, this had 
been reduced to the negligible fig- 
ure of $499,000. But the change 
occurred principally in the accounts 
with non-European countries. As 
regards Europe, the reporting banks 
showed sums due of $75,156,000, 
against sums payable of $141,121,- 
000. The large balances reported 
by the banks as owed to European 
countries on current account, $213,- 
000,000 on July 1, 1920, and $140,- 
000,000 on July 1, 1921, are not 
surprising in view of the fact pre- 
viously mentioned, that the records 
of the Division of Foreign Ex- 
change of the Federal Reserve 
Board show that the net balance 
owed by United States banks to 
foreign countries was $882,000,000 
on December 31, 1918, and $643,- 
000,000 on June 25, 1919,* of which 
$733,000,000 and $550,000,000 re- 
spectively were due to European 
countries. 


In drawing conclusions from this 
investigation some caution is neces- 
sary. A more comprehensive in- 
quiry would have included banks 
in other cities than New York and 
Boston. One important group of 
exporters, the packers, did not re- 
port; and their unpaid foreign 
accounts have undoubtedly been 
considerable. Those in charge of 
the investigation, moreover, ex- 
press some doubt concerning the 


reliability of the returns of “bal- 
ances due to foreign countries,” } 
though stating that “there seems to 
be good reason for regarding the 
figures under the items ‘due from 
foreign countries’ as fairly trust- 
worthy, so far as the inquiry was 
extended.” 


Total Due 


Even after allowing for such de- 
fects, however, and for conserva- 
tism throwing out entirely the 
“balances due to foreign countries,” 
the total due, both from Europe 
and the rest of the world, would 
be but $628,000,000, representing 
the total credits in foreign countries 
on July 1, 1921, of most of the im- 
portant New York banks, two of 
the largest banks of Boston, and a 
large number of representative ex- 
porters and manufacturers, includ- 
ing many of the largest firms and 
corporations in the country. Even 
if we double this amount, to allow 
for the foreign credits of non- 
reporting firms and banks in other 
cities, we still have a sum not much 
below most of the estimates—which 
have gone as high as $4,000,000,000 


*When the Foreign Exchange Division con- 
cluded its activities. 

7#“A source of some confusion arose from 
the failure of the first form of questionnaire 
to guard specifically against such duplication 
as would occur should import and export bills 
be reported both by banks and by the firms 
upon which, or in favor of which, they were 
drawn. Such bills, of course, could be re- 
ported properly only by banks. While it is 
probable that most reports were made correctly 
enough uncertainty was expressed in some o 
the letters to indicate the possibility of some 
amount of error. 

A more serious amount of confusion on the 
part of banks is suspected as to just what 
items should be included under the item ‘bal- 
ances due to foreign countries.” We do not 
feel assured that all banks have acted uni- 
formly in defining the status of import bills 
purchased and paid for in American funds, 
and bills sent here on foreign funds either for 
collection or discount in the open market.” 


Underwood & Underwood 


GEN. DAWES RETIRES AS BUDGET CHIEF, SUCCEEDED BY GEN. LORD 
Left to right—Donald B. McLeod, Estimator of the Budget Bureau; J. Clawson Roop, 
Assistant Budget Chief; Gen. Dawes; Gen. H. M. Lord, successor to Gen. Dawes; 

Royal O. Kloeber, who took office as assistant to Gen. Lord 


or even higher—that have been 
made in recent years. 


Under present conditions one 
may draw conclusions about the 
amount of the unfunded balance, 
which has accumulated to the 
credit of this country since the 
armistice, quite as confidently from 
the probabilities of the case as 
from the available data themselves. 
For the greater part of the period 
we have been passing through the 
liquidation phase of the business 
cycle. At such time merchants not 
only desire to collect their accounts 
promptly, but are compelled to do 
so by the higher cost of bank credit 
and other charges. Moreover, dur- 
ing a period when exchange is 
fluctuating any arrangement for 
deferred payment not covered by 
forward exchange contracts in- 
volves speculative risk which has a 
strong tendency to reduce the terms 
of open accounts to a minimum. 
For the last two years there has 
thus been every incentive, both to 
the buyer and to the seller, to con- 
duct trade with this country upon 
as nearly a cash basis as possible, 
with the exception of those credits 
negotiated for long enough periods 
to justify the expectation that ex- 
change would recover. Such credits 
are in fact funded loans negotiated 
for the purpose of actually putting 
trade on a cash basis, and thus 
their tendency also is to reduce the 
size of the current account. Un- 
der these conditions, calling for 
prompt collection of accounts and 
the avoidance of exchange risks, it 
would be impossible for most of 
the foreign exchanges to show ad- 
vances ranging from 10 to 50 per 
cent., as they have done, if there 
existed an unfunded indebtedness 
to this country of some three or four 
billion dollars. The pressure for 
dollars to pay the great volume of 
overdue accounts would cause an 
appreciation of the dollar in terms 
of foreign currencies instead of the 
appreciation of foreign currencies 
in terms of the dollar which we have 
witnessed. The course of the ex- 
change market in the past year thus 
offers the strongest possible refuta- 
tion of the exaggerated estimates 
of our unfunded foreign balance. 
Allowance must be made, as well, 
for the losses of various sorts suf- 
fered by American exporters— 
particularly in the fall of 1920 
—exchange losses suffered by spec- 
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ulators, particularly in dealings in 
marks, and other losses to which 
we have referred in this and pre- 
vious papers. Under the conditions 
it would be difficult to believe, even 
were plausible data adduced, that 
the present value of the world’s in- 
debtedness to us on open account is 
large. From the new data that 
have become available in the past 
year it appears certain that it does 
not exceed a billion dollars, and in 
all probability is considerably less. 


Overturn Improbable 


In conclusion, the question is al- 
ways pertinent in a discussion of 
our balance of payments as to the 
probable effect of our changing in- 
ternational position upon our bal- 
ance of trade. We see no likeli- 
hood of an overturn of our balance 
of trade to an excess of imports 
until the interest, now amounting 
to about $550,000,000 a year, begins 
to be paid upon the indebtedness of 
the Allied governments to this gov- 
ernment. 

So little headway has been made 
with this question, as yet, that it 
seems idle in the present connection 
to discuss what the effect of the 
payments will be, or when they will 
occur. It is not improbable that the 
British payments, which are about 
40 per cent. of the whole, will begin 
in volume within the next year. 
How they would affect the trade 
balance would depend upon the 
changes which might occur in other 
items of our international balance. 
For 1921 our balance table shows a 
slight excess of debits over credits, 
amounting to $171,000,000. Sucha 
balance would call logically not for 
an excess of merchandise imports, 
but for an increased excess of ex- 
ports. On the other hand, it is not 
likely that we shall again witness 
such a huge inflow of gold, which, 
as was stated, last year served to 
pay off about one-third of the bal- 
ance of merchandise exports. 


Export of Capital 


Probably of chief significance in 
deciding when the overturn of the 
trade balance will occur will be the 
future export of American capital. 
As to this, expression of opinion is 
hazardous. After much hesitation 
in 1919 and 1920, our market since 
the beginning of 1921 has been 
markedly receptive to foreign ap- 
peals for capital, and this year has 
already surpassed last year’s total, 
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so far as foreign bond flotations in 
this market are concerned. Heavy 
exports of American capital would 
sustain a substantial outgo of goods 
and postpone the overturn of the 
trade balance. It should be noted, 
however, that the counter move- 
ment of foreign purchase of Ameri- 
can securities has been distinctly no- 
ticeable within the past year to those 
nearest to the international capital 
market. 


Foreign Flotation 


Of probably greater importance 
is the question whether foreign 
bond flotations can be continued in 
this market at their recent volume 
under the same conditions as have 
hitherto obtained. Until very re- 
cently the flotations have been pre- 
ponderantly in terms of dollars. 
Doubt has been felt by many 
whether. this practice can be ex- 
pected to continue. Foreign busi- 
ness men, and to a less extent for- 
eign governments, are reported by 
those who have been consulting 
them about new financing to’ be 
strongly opposed to further bor- 
rowing in this market in terms of 
dollars, or in foreign currencies 
at guaranteed rates of exchange, 
so long as the exchange market 
remains subject to violent fluctua- 
tions. 


Leal 
ut 


One of the significant develop- 
ments of recent. weeks is the 
increasing effort of foreign corpora- 
tions and governments to borrow 
here in terms of their own curren- 
cies; and some authorities predict 
that the placement of loans on a 
dollar basis will not go much fur- 
ther, except when the foreign bor- 
rower finds himself . forced by 
downright necessity, the better bor- 
rowers placing their loans on the 
foreign currency basis. If this 
should prove to be the case, the 
American investor might find him- 
self forced to an unwelcome choice 
between the investment risk in- 
volved in new dollar loans of poorer 
quality than those hitherto floated 
and the exchange risk involved in 
new foreign currency loans. 

Without minimizing such a pos- 
sibility, we incline in general to the 
belief that in the present state of 
the world, with the United States 
the conspicuous reservoir of badly 
needed capital, it is not improbable 
that the export of capital from this 
country will continue, though prob- 
ably not at the astonishing rate of 
the past six months. So long as it 
does continue it will exert a power- 
ful influence for the maintenance of 
our favorable balance of trade. 


NEW TREATY TO PERPETUATE PEACEFUL, UNARMED CANADIAN-AMERICAN 
FRONTIER URGED BY CANADIAN PREMIER, CALLING ON HUGHES AND HARDING 


Left to right—George Perry Graham, Canadian Minister of Defense; 


Henry Chilton, 


Counselor of the British Embassy at Washington ; Secretary of State Charles Evans Hughes ; 
Hon. William Lyon Mackenzie King, Premier of ‘Canada; William Phillips, Under Secretary 


of State, 


U. S. A. 


Currency Defects Before the Reserve Act 


this country some latent senti- 

ment in favor of a paper cur- 
rency based not upon gold but upon 
the faith and credit of the govern- 
ment. This sentiment in favor of 
fiat money, that is, paper currency 
issued by the government as such 
but not based on coin or bullion 
and containing no promise to pay 
in coin, has always become more 
intensified in the periods of reaction 
and depression which have fol- 
lowed those of extreme activity and 
prosperity. 


Pe has always existed in 


Agitation Before ’73 


Before the panic of 1873 there 
was much agitation for paper 
money. Later on, however, the 
soft money advocates were divided ; 
some favored a repeal of the Re- 
sumption Act and the issue of more 
treasury notes or _ greenbacks, 
while others clamored for the free 
and unlimited coinage of silver dol- 
lars. The greenback idea was de- 
feated, but in 1878 the compulsory 
coinage of a limited amount of sil- 
ver dollars began and continued un- 
til shortly after the panic of 1893. 

Following that panic, soft money 
advocates united substantially in 
favor of the free and unlimited 
coinage of silver at the ratio of 16 
to 1, although there was some sen- 
timent in favor of state bank notes 
in addition. In due time the eco- 
nomic forces of the country asserted 
themselves, and there was gradual 


and continued improvement in com-_ 
merce and industry. In the course 


of a few years the free silver doc- 
trine ceased to be an issue. 


What Led to the 1907 Panic 


It was realized, however, even 
during the good times which pre- 
ceded the panic of 1907, that there 
were grave defects in the banking 
and currency system of the coun- 
try. There were more than 25,000 
banks in the United States, each 
standing virtually alone. In ac- 
cordance with the requirements of 
law and in order to be able to pay 
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Governor of the Federal Reserve Board 


their depositors, all banks kept cer- 
tain amounts of gold and currency 
on hand and most of them main- 
tained credit balances with other 
banks in the larger cities, these bal- 
ances being in most cases part of 
their required reserves. In ordi- 
nary circumstances, the funds on 
deposit with the city banks could 
be withdrawn in currency by the 
country banks whenever they de- 
sired, but when business and credit 
conditions were disturbed, and a 
spirit of mistrust and suspicion 
pervaded the country, many banks 
would seek to increase the amount 
of actual cash on hand in order to 
reassure depositors who might 


otherwise wish to withdraw their © 


money. 

It was in those times that the 
large city banks were least able to 
supply the currency, for the avail- 
able supply was limited and there 
was no quick way of increasing it. 
A large part of the circulating me- 
dium in those days consisted of na- 
tional bank notes which were se- 
cured by government bonds, Un- 
der the law no national bank notes 
could be issued by any bank in an 
amount in excess of its own capital 
stock and as many national banks 
had already issued their maximum 
quota in order to realize the small 
profit obtainable thereby, while 
others found it impracticable to ac- 
quire the bonds which were neces- 
sary to secure additional circula- 
tion, it was impossible to increase 
the supply of national bank notes 
rapidly or to any great extent. 


When Danger Was Greatest 


Our inflexible currency system 
had much to do with the money 
panic of 1907. Fearing trouble, 
many of the 25,000 banks sought, 
each for its own protection, to with- 
draw such currency as it could from 
other banks and pay out as little 
as possible to depositors. Emer- 
gency measures could not be re- 
sorted to in advance of actual panic, 
for they would, in themselves, have 
produced a panic, and while steps 
weré taken finally to conserve the 
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cash resources of the banks they 
came too late to prevent trouble 
and the existing banking machinery 
fell apart into thousands of sepa- 
rate units. Each bank was obliged 
to rely largely upon its own cash 
resources, because, however wil- 
ling, the other banks felt that they 
could not surrender much of their 
own cash, for by doing so they 
might impair their ability to meet 
the possible demands of their own 
customers. Thus each bank, in 
seeking to protect itself, weakened 
the banking structure as a whole. 
The defenses were weakest when 
the danger was greatest. 


Prevented Panic 


The panic of 1907 convinced the 
country that something must be 
done to prevent similar occurrences 
in the future. In the following 
year Congress created a Monetary 
Commission which after a long and 
thorough study of the banking sys- 
tems of the world submitted an 
elaborate report, and a draft of a 
new banking and currency bill. 
During the year 1912, a commit- 
tee of the House of Representa- 
tives investigated banking methods 
in this country and in its report 
pointed out the fundamental defects 
in the system then existing. Early 
in the year 1913 Congress took up 
the matter of banking reform in 
earnest and the Federal Reserve 
Act was put upon the statute books 
before the close of that year. 

There has been no money panic 
in this country since the Federal 
Reserve Act became a law. * * * 
But when we consider the events 
which have taken place during the 
past nine years and what has been 
accomplished and prevented by rea- 
son of the operation of the Federal 
Reserve System, the conclusion is 
inescapable that the enactment of 
the Federal reserve law was a most 
conspicuous example of valuable 
constructive legislation. 


Distinguished Banker in His 100th Year 


NE hundred years in New 
York. That will be the 
proud record to which John 
A. Stewart, chairman of the board 
of the United States Trust Com- 
pany, may point on August 26 of 


this year, for on that day one hun-— 


dred years ago he was born in the 
little Stewart family dwelling in 
Fulton Street. And from that day 
to this he has lived almost his en- 
tire life in Manhattan, devoting his 
energy and ability 
to the progress 
and advancement 
of a city which he 
has seen grow to 
the most power- 
ful metropolis in 
the world. 

The story of 
Mr. Stewart’s life 
is filled with inci- 
dents which as 
eadly «as. 1865 
stamped him as 
perhaps the lead- 
ing financier of 
the country in the 
decades immedi- 
ately following. 
In the dark days 
of the Civil War, 
at the repeated 
urgency of Presi- 
dent Lincoln and 
Secretary of the 
Treasury Fessen- 
den, he took 
charge of the 
United States 
Sub-treasury” in 
New York for the 
war emergency, 
on condition that 
at the close of 
hostilities he 
would be allowed 
to resign and return to the Trust 
Company. 

In 1865, at the age of forty-three, 
Mr. Stewart became president of the 
Trust Company. He remained in 
that office for thirty-eight years or 
until 1903, when the company, 
which was organized in 1853, cele- 
brated its half century of service. 
He wished to be relieved of the 
arduous duties of president, but has 
continued since then to give the 
company the benefit of his knowl- 
edge and experience as chairman of 
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the board of directors, a position 
which he still occupies. 

Mr. Stewart regularly visited his 
office and contributed his active 
services to the Trust Company’s 
management until a few months 
ago. At that time he suffered a 
fall which, though not severe, 
caused him to limit his activities to 
some extent, and he has since been 
content to have all matters requir- 
ing his attention brought to him at 
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JOHN A. STEWART 


his residence. Accordingly once or 
twice a week an official of the bank 
visits the venerable chairman at his 
town residence in the winter and his 
country home at Morristown, N. J., 
in the summer with papers to be 
signed and questions concerning 
which his approval is sought. 

It is not necessary for the Trust 
Company official to acquaint Mr. 
Stewart with what is going on in 
the financial world, because the 
aged chairman still pursues all ac- 
tivities, financial and _ otherwise, 


57 


with a keen and lively interest, and 
he is at all times well versed on 
topics of the day. This knowledge 
he accumulates through the news- 
papers and magazines, of which he 
is a diligent and careful reader. 

Mr. Stewart’s interest in and as- 
sociation with activities is evidenced 
by the fact that he is a member of 
the committee of one hundred 
New York bankers who have joined 
together to arrange for the recep- 
tion and _ enter- 
tainment of about 
8,000 bankers 
from every sec- 
tion of the coun- 
try who will 
gather here in 
October as dele- 
gates to the for- 
ty-eighth annual 
convention of the 
American Bank- 
ers Association. 
From standpoint 
of seniority and 
because of the 
length of his as- 
sociation with the 
banking _ frater- 
nity, Mr. Stewart 
rises to the hon- 
ored position as 
dean of this body, 
the main purpose 
of which will be 
to cement a closer 
relationship and 
provide a more 
common ground 
of contact be- 
tween the country 
and the city bank- 
ey 

In addition to 
being one of 
President Lin- 
coln’s most trusted advisers, Mr. 
Stewart was influential in securing 
the resumption of specie payments 
and was a leader in financing the 
needs of the government during the 
second administration of Grover 
Cleveland in 1894 when the gold 
reserve of the country was dan- 
gerously depleted. 

When Mr. Stewart was born in 
New York the Wall Street district 
was still punctuated with green 
meadows. His father was a native 

(Continued on page 60) 


Small Reclamation Projects 


By F. H. NEWELL 


Chief Engineer, later Director, now Consulting Engineer, U. S. Reclamation Service 


HE reclamation and use of 

waste lands in the creation of 

small, self-supporting farm 
homes is one of the highest ambi- 
tions for any business man or 
banker. The fact that the national 
government has gone into this mat- 
ter and has created opportunities 
for over 30,000 homes has been gen- 
erally commented upon, but the in- 
ference has sometimes been drawn 
‘that because the government has 
taken up the work, therefore others 
should keep away. It has some- 
times been inferred that the govern- 
ment could or would do everything 
possible of achievement, and that 
the ordinary citizen had no direct 
concern in the matter, but should 
let kindly Uncle Sam do the work. 
‘He will do everything worth doing 
in this line!” 

This is not the case. The field is 
so vast, the needs of the public are 
so extensive, and the opportunities 
so widely scattered that it is im- 
practicable for the government un- 
der any conceivable set of conditions 
to undertake all the reclamation 
which is needed for providing 
homes for our growing populations. 
At best the government can have 
a broad national policy of reclama- 
tion. It can and should undertake 
those problems which are interstate 
or international in character, or 
which because of other conditions 


300 Farm Homes a Day 


“The present growth of popu- 
lation, even if we are to continue 
in a decreasing ratio of rural 
life, requires the creation of, say, 
300 new farm homes a day to sat- 
isfy the proper demands of the 


country-minded young men and 
women who are hoping to get a 
home on the land. Opportunities 
for making such homes have dis- 
appeared. Land prices have ad- 
vanced so far beyond land values 
that the homeseeker is discour- 
aged. He is literally forced into 
the city.” 


are beyond the reach of ordinary 
individual or corporate effort. 
This it has done and is doing in the 
case of the Reclamation Service, 
but over and beyond these relatively 
few large works there are literally 
thousands of other opportunities in 
the aggregate far exceeding those 
which the government can and 
should undertake. 


About forty years ago the Fed- 
eral Government, through the Geo- 
logical Survey, began an investiga- 
tion of the extent to which the arid 
region might be reclaimed. At a 
later time it extended some of these 
studies, and about three years ago, 
in connection with a demand for a 
policy of soldier settlement, studies 
were made of opportunities for 
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reclamation throughout the entire 
country. It was found that in prac- 
tically every state, and in most 
counties, there are one or more con- 
spicuous needs for reclamation of 
lands whose soil is fairly fertile, 
and which can be utilized for small, 
self-supporting farm homes if some 
obstacle can be removed. 

This obstacle to use is generally 
connected with the question of wa- 
ter. Water is the most necessary of 
all minerals. No life, animal or 
vegetable, can endure without; no 
industry is practicable. It is the 
most widely distributed of minerals 
and occurs in all imaginable forms, 
but in order to enable life and in- 
dustry to succeed, the quantity must 
be regulated within narrow limits. 
With too little water, plants wither 
and die; animals are thirsty and 
meet the same fate. With too much 
water life is drowned out. With 
most useful plant life the limit is 
extremely narrow ; perhaps in some 
soils less than 12 per cent. of water 
causes withering of the plants and 
more than 16 per cent. prevents de- 
velopment of fruit. However this 
may be, the fact is that reclamation 
of the greater part of the waste 
lands of the country is a matter of 
having available at the right time 
and in the right quantity, and of 
the particular quality, the water 
needed at that time for the best de- 
velopment of plants or animals. 

Sometimes the obstacle may be 
that of the removal of stumps from 
cutover land, or of changing the 
texture of the soil, by putting lime 
or other relatively cheap mineral 
on the ground. Whatever is the 
obstacle to be removed, there is 
usually required a certain amount 
of capital, intelligently used, and a 
certain amount of time during 
which this capital is lying appar- 
ently idle, awaiting the full out- 
come of the works for regulating 
the water supply, either by irriga- 
tion or drainage, or of subduing the 
soil to the best condition for culti- 
vation. 


Reclamation in History 


Throughout the known history of 
mankind efforts have been made at 
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reclamation and use of these lands. 
The earliest histories tell of the ef- 
forts to regulate the waters of the 
Nile or of the Euphrates. The sci- 
ence of geometry was brought into 
being by the necessity of restoring 
the boundaries in the overflowed 
areas. The Garden of Eden is tra- 
ditionally located near the irrigated 
plains of Mesopotamia where the 
four great rivers, apparently the 
great irrigation canals of olden 
time, surrounded the then known 
world. From that time on to the 
present, with such instances as the 
great controlling dikes of Holland, 
the attempts made by George Wash- 
ington to reclaim the Dismal 
Swamp, and other less striking ef- 
forts, history is marked with 
records of enterprises designed to 
reclaim land and make homes for 
the people. 

Many a municipality throughout 
the United States has carried on 
reclamation in a small way at least, 
building sewers large enough to 
drain swamps or furnishing water 
for lawns and gardens which other- 
wise would suffer from drought. 
Many corporations have been 
formed also to take up and reclaim 
lands in the vicinity of centers of 
population, but nearly all of these 
efforts have been what might be 
called sporadic, carried on without 
reference to other similar enter- 
prises and without attempting to 
use the experience of others. 


Financial Failures 


Reviewing all such private or cor- 
porate efforts at reclamation by ir- 
tigation, drainage, or otherwise, 
throughout the United States, it 
may be said that while success has 
been attained in some ways, nearly 
all of these undertakings have been 
financial failures; that is to say, 
the investors have been involuntary 
philanthropists. They have not re- 
ceived the principal or interest on 
the money invested, although the 
community as a whole has been 
greatly benefited, often to an extent 
many times that of the original in- 
vestment. The reason is that in 
nearly all cases the time element 
has not been taken fully imto ac- 
count. The interest, depreciation 
and carrying charges during the 
period of construction and of de- 
velopment of the lands to the pro- 
ducing point, have eaten up the 
original capital and yet, as just 


stated, the gain to the community, 
to the railroads, to the banks and 
to the merchants has been great and 
lasting. 


Assumption of Risks 


If this is the case, then the matter 
resolves itself into a consideration 
by the people who are ultimately 
benefited—that is, the merchants, 
the bankers, the railroads and the 
community—as to whether or not 
they can properly assume some of 
these risks and develop many of 
these local enterprises, even though 
they are not immediately remunera- 
tive to the ordinary investor. Here, 
really, is the problem of the small 
reclamation project. 

In the case of the government, it 
has not considered the question of 
time nor the loss of interest. If it 
gets back its original investment in 
ten or twenty years, or more, and 
uses it over again it is assumed that 
the loss of interest is more than 
compensated for by the great and 
permanent gain to the common- 
wealth as a whole. The question is 
can a smaller organization under- 
take work on a similar basis, not 
necessarily losing all interest on the 
investment, but coming in between 
the two extremes; namely, that set 
by the government, which delib- 
erately plans to lose the interest, 
and that set by ordinary corporate 
enterprise which ultimately does 
lose its investment. 

Most of the small reclamation en- 
terprises which have been under- 
taken fall under one of two heads: 

First, money making. The at- 


tempt here is based on the assump- 
tion that a piece of waste land, say 
20,000 acres, can be had for $5 an 
acre. It canbe irrigated, or drained, 
or the stumps removed, or other 
defects corrected for, say $45 an 
acre, making a total investment of 
$50 per acre. Such land when re- 
claimed, especially if near centers 
of population and when settled 
upon and cultivated by real farm- 
ers, is worth, say $200 an acre and 
can be readily sold on time. Here 
is an apparent profit of $150 an 
acre, a very attractive proposition 
and one which has lured on thou- 
sands of investors. 


Where Mistakes Are Made 


The fallacies in these assumptions 
have been that there are other costs 
than those of reclamation, and there 
are enormous expenses connected 
with the raising of the necessary 
money and in securing settlers, also 
long delays incident to settlement 
to the degree where all of the land 
actually does produce a fair return 
on $200 per acre. This condition 
ultimately does come about and 
prosperous homes are created, but 
in the meantime the investors have 
lost, the project has been reorgan- 
ized once, twice or three times, 
forcing out the original stockhold- 
ers, and even perhaps the original 
bond holders. Ultimately a pros- 
perous community has been created. 

Second. On the other extreme 
are the purely altruistic enterprises 
where men have organized not with 
the idea of making money, but of 
helping the community by reclaim- 


THE 


WASTE LAND RECLAIMED 
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ing certain lands. These men have 
not expected large or immediate re- 
turns through the sale of reclaimed 
lands. As a rule, they have been 
ultimately forced to spend far more 
money than was anticipated and 
the enterprise has languished be- 
cause of the gradual fading of the 
enthusiasm of the promoters. 

Between these two extremes lies 
a safe path, but one which has not 
yet béen thoroughly charted. This 
path can be known only through a 
thorough study by sound financiers, 
men who can view critically the 
financial wreckage which lines the 
path and can see in its true light the 
success ultimately obtained in spite 
of this wreckage. 

The time is ripe for such study 
and action by business men and 
bankers throughout the country. 
The opportunities for obtaining 
homes on the land are decreasing. 
The public lands are practically 
gone. The present growth of pop- 


Scotchman and his mother was born 
in New York of Scotch parents. 
After attending the public schools 
Mr. Stewart took the literary and 
scientific course at Columbia Uni- 
versity from which he graduated in 
1840. In 1899 he received the honor- 
ary degree of A. M. from Columbia. 

Aiters (ates ecw, 
years in civil engi- 
neering Mr. Stew- 
art was appointed 
clerk of the Board 
of Education in 
New York and in 
1850 became actu- 
ary of the United 
States Life Insur- 
ance Company. 
When the United 
States Trust Com- 
pany was organ- 
ized in 1853 as the 
first @Aqmt euracc-a a 
trust company 
chartered = exclu- 
sively to render 
fiduciary service, 
Mr. Stewart began 
his connection with 
that company as 
secretary. Dre 
charter granted to 
this company be- 
came the basis for 
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Commerce in New York. 


Savings Bank, Detroit; 


ulation, even if we are to continue 
in a decreasing ratio of rural life, 
requires the creation of say 300 new 
farm homes a day to satisfy the 
proper demands of the country- 
minded young men and women who 
are hoping to get a home on the 
land. Opportunities for making 
such homes have disappeared. Land 
prices have advanced so far beyond 
land values that the homeseeker is 


‘discouraged. He is literally forced 


into the city. The ex-service man 
born and bred on a farm, unless he 
inherits a farm, must either become 
a farm laborer or tenant with little 
hope of acquiring his own farm or 
be forced into the city. The immi- 
grant coming from northern Eu- 
rope, and whose highest ambition 
is to acquire a farm, is also forced 
into the industrial centers. 

In this condition there is a real 
menace to the stability of our gov- 
ernmental institutions and of busi- 
ness itself. Our national constitu- 


John A. Stewart, Banker 


(Continued from page 57) 


all special charters of the kind sub- 
sequently granted and was also the 
basis for the first general law in 
New York for the incorporation of 
trust companies. 

The only interruption in Mr. 
Stewart’s association with the 
United States Trust was in 1864, 


Miss Dorothy Bemis, 


PHOTOGRAPHED IN DETROIT 


First Row (left to right)—Miss Marietta Flynn and Miss Eleanor Knapp, First National 
Bank, Detroit; Miss Ruth Nichols, Federal Reserve Bank, Chicago; Miss Elsie Baechtold, 
Irving National Bank, New York; Miss Alta B. Claflin, Federal Reserve Bank, Cleveland; 
Miss Sue M. Wuchter, Continental and Commercial National Bank, Chicago; Miss P. M. 
Billingslea, Federal Reserve Bank, Kansas City; Miss Margaret Reynolds, Fir-+ ~*~’ consin 
National Bank, Milwaukee; Miss Maud E. Carabin, Board of Commerce, Deirvit; Miss 
Sydnor, Federal Reserve Bank, Richmond, Va.; Miss Elinor Bedlow, National Bank of 
Second Row (left to right)—-Miss Viola Trombly, Central 
. ] D Federal Reserve Board, Philadelphia; 
Mrs. Katherine Bowers, First National Bank, Detroit; Miss Marguerite Burnett, Federal 
Reserve Bank, New York; Miss Dorothy Schultz and Miss Ermine Snitgen, First National 
Bank, Detroit; Miss Erin Humphrey, Federal Reserve Bank, Dallas, Texas; Mrs. Lavonda 
Gilbert and Miss Carrie Vandy, First National Bank, Detroit 


tion and institutions are founded on 
the assumption that there would be 
a considerable proportion of voters 
who are actual taxpayers, or have a 
stake in the land. It is a generally 
accepted belief that it is the home- 
owning people, especially those who 
are living on small, self-supporting 
farms, who form the great stabil- 
izing element of the country. They 
being purchasers determine to a 
large extent the stability of busi- 
ness. 

If this assumption is correct, 
there is no one thing which the 
bankers and business men of the 
country could more properly study 
and act upon than that of the rec- 
lamation and use of areas of land 
now waste, but which have fertile 
soil which are adjacent to their own 
home towns and which when re- 
claimed will furnish opportunities 
for homes for the people who will 
be their customers and neighbors. 


when he took over the sub-treasury 
for President Lincoln. Next to the 
trust company, his chief interest 
has been in Princeton University, 
of which he has been a trustee and 
counsellor for more than fifty years. 
He was president pro. tem. from 
the time of Woodrow Wilson’s 
resignation in Oc- 
tober, 1910, until 
President Hibben’s 
election “i nye tie 
spring of 1912, in 
which year Prince- 
ton bestowed the 
honorary degree of 


LL.D. soa Mier 
Stewart. 
Mr. Stewart is 


the only survivor 
of the original 
board of trustees 
of «the. U niited 
States Trust Com- 
pany, which in- 
cluded among its 
distinguished men, 
Peter Cooper, John 
Jacob Astor, Jacob 
Lawrence, John J. 
Phelps, [ohn J. 
Cisco, William E. 
Dodge, Royal 
Phelps and Wil- 
liam H. Macy. 


New Finance and Investment Division 


By E. E. MOUNTJOY 


Deputy Manager American Bankers Association, National Bank Division 


ciple that one of the func- 

tions of government is to 
assist in the development of indus- 
try and to encourage individual in- 
itiative has prompted the Bureau 
of Foreign and Domestic Commerce 
in the United States Department 
of Commerce, to create within its 
organization a number of divisions 
to conduct inquiries and continuous 
investigations into the possibilities 
of trade in various lines and in the 
several foreign countries. For the 
purpose of studying general condi- 
tions in their respective territories, 
five regional divisions have been 
formed, and fifteen commodity divi- 
sions are devoting their energies to 
the gathering and dissemination of 
facts of helpful interest to Ameri- 
cans engaged in various enterprises. 
Foodstuffs, electrical equipment, 
paper, textiles and machinery are a 
few random selections of subjects 
for the consideration of which spe- 
cial units have been organized. 


Beeeicics hat cone of the prin- 


Upbuilding of Industries 


This bureau is charged by law 
with the duty of assisting in the up- 
building of manufacturing indus- 
tries in the United States and of de- 
veloping markets for their products 
at home and abroad. It directs the 
commercial attaché service in for- 
eign countries and thus it has a 
corps of trained representatives res- 
ident abroad, as well as an army of 
~ special agents—experts in particular 
lines of trade. It also supervises the 
work of the trade commissioners 
and is engaged in gathering first- 
hand a wealth of information and 
statistics for the benefit of Ameri- 
can business. 

These several units have demon- 
strated their usefulness to our na- 
tional life and for a considerable 
‘time there has seemed to be another 
important field awaiting specialized 
attention. The sums of money 
being invested in foreign countries, 
the immense volume of credit being 
extended from time to time, and the 
vast totals of the moneys due the 
United States and her citizens from 
abroad make a detailed knowledge 
of financial conditions a prime 


necessity. Plans for the inaugura- 
tion of a new service were devel- 
oped during the last several months, 
culminating in the creation of a 
Finance and Investment Division 
which, early in August, was 
launched with its staff of technically 
trained men and women. It cannot 
immediately enter into all the lines 
of research that will finally claim its 
attention for, like most other organ- 
izations, it will mount to its great- 
est usefulness and attain the goal of 
most helpful service only through 
gradual development. The rapidity 
of its growth and the value of its 
contribution to trade revival must 
depend largely upon the use made 
of it by the public. In this thought 
the importance of expert adminis- 
tration of the work of the division 
is not disregarded, but the continued 
existence of a government agency 
can be justified only when some 
national interest is advanced, and 
all aid that can be extended by the 
division should be accepted. 

In its broadest characterization 
the Finance and Investment Divi- 
sion is an agency to gather and com- 
pile facts on the general aspects of 
foreign finance. The services of 
the trade experts abroad will be 
utilized to this end and to these 
forces will be added men schooled 
in matters of finance. The results 
of their investigations will be re- 
ported to the division in Washing- 
ton and by it compiled and dis- 
tributed in such forms and through 
such channels as seem to contribute 
most effectively to the advantage of 
financial America. 


Foreign Loans 


The Department of Commerce 
has requested that it be informed 
of all loans contemplated to foreign 
countries. This division is ex- 
pected to prepare detailed statistics 
on the public debts of foreign gov- 
ernments and the lesser political 
subdivisions as well, to know their 
financial worth, to be informed on 
the attitude of those countries to- 
ward the prompt and orderly liqui- 
dation of obligations contracted in 
the past, to learn the relations of 
public debts to public assets, and to 
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gather all other data bearing directly 
or indirectly upon the desirability 
and safety of proposed loans. From 
various quarters of the earth re- 
ports: for the files of this division 
have been received in the past, but 
because of the lack of the proper 
organization to compile and dis- 
tribute them, their value to trade 
has been grievously restricted. The 
new division expects to prepare 
these reports for such .publicity as 
their nature warrants in conjunction 
with the results of its own studies of 
foreign financial questions. This 
in itself is a considerable task, but 
the advantage of having a central 
point from which analyses of such 
facts can be obtained, the division 
feels, will fully warrant the expendi- 
ture of the efforts necessary to at- 
tain that end. 


Foreign Investments 


To the Americans having or con- 
templating investments abroad the 
new division hopes to supply the 
fullest possible information, This 
will require a more diversified 
character of investigations, for the 
economic forces at work and the 
likely future trade conditions will 
have to be reckoned with in such re- 
ports. 'To illustrate, a company or 
a city in some South American 
country or in Poland might call 
upon one of our trade representa- 
tives there for guidance in interest- 
ing American capital in an invest- 
ment in a hydro-electrical develop- 
ment or some other public works 
construction. It would then be the 
duty of this new division to secure 
comprehensive statements of the 
general economic features of the 
projects from the regional divisions 
of the bureau and from the Elec- 
trical Division or some other divi- 
sion a report on the practicability of 
the plans. A combination of these 
reports would then be passed on to 
the concerns in the United States 
interested in such opportunities. 
Likewise, from some other country 
might come the announcement of a 
mining property development await- 
ing the investment of outside capi- 
tal. The method of inquiry, the 
study of the probable success of 
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such a venture and the manner of 
spreading the information would be 
much the same as outlined above. 
This plan contemplates the com- 
pilation of selected trade lists of 
American business. A roster will 
be kept of organizations interested 
in financing public utilities. An- 
other one will carry the names of 
mining engineers and mine develop- 
ment companies, while still another 
will hold the names of banks inter- 
ested in foreign investments. Only 
by determining which American 
concerns are interested in the dif- 
ferent classes of projects can the in- 
formation be directed to the proper 
persons without being sent to all. 
Inquiries received from domestic 


companies and from individuals 
seeking an investment will be 
treated in confidence. The facts 


probably can be furnished from the 
files of the division, but if found 
there to be too brief or entirely lack- 
ing, the representatives abroad will 
be called upon for further state- 


ments, and a cable service will add 
greatly to the facility of gathering 
reports in matters of urgency. 

The work of the division, how- 
ever, will not be confined to the 
instances in which specific requests 
are made. Its perspective will be 
the entire civilized world and its 
aim will be to lay before financial 
America a statement of the invest- 
ment opportunities abroad. 

The bureau has given consider- 
able thought to the selection of a 
director for the new division, and 
Grosvenor M. Jones, formerly chief 
of the Paper Division of the bu- 
reau, has been chosen to direct the 
new work. He was formerly an 
assistant director of the Bureau of 
Foreign and Domestic Commerce 
and later was stationed in Peru, 
representing several American 
banking institutions. In the employ 
of the government previously he 
conducted a -number of economic 
studies in Europe and made gen- 
eral investigations of public utilities 


and financial problems in South 
America. Also, in 1919, he made © 
a trip through Central America in 
connection with the Second Pan 
American Financial Conference. 
Through the press he has contrib- 
uted frequently on questions of in- 
vestment possibilities abroad, and 
his experiences seem to have fitted 
him well for the work at the head 
of a unit devoted to investigations 
of financial conditions. 

The Finance and Investment Di- 
vision was organized solely for the 
advantages that will accrue to 
American interests. Full coopera- 
tion should be given it, not only for 
the benefits that will redound to do- 
mestic business interests individ- 
ually, but for the betterment of our 
trade relations with all foreign 
countries. The administrative plan 
of the director, though not complete 
in all its details, bids fair to make 
the division one of the most useful 
of the several maintained by the 
bureau. 


New York Expects You in October 


VERY national convention 
E offers four distinctive oppor- 
tunities—the chance to get 
new ideas (and there is no limit to 
the possibilities of one good 
thought) ; the chance to make new 
friends and to renew old friend- 
ships ; the new impulse which comes 
from meeting together avith men 
whose business problems are ident- 
ical with your own; and the oppor- 
tunity for refreshment through the 
influence of new scenes and a new 
environment. 

This year’s convention of the 
American Bankers Association of- 
fers all of this and much more, for 
it is planned in its divisions and in 
its entirety to give constructive 
thought on the every-day problems 
of business to those whose calling 
demands clarity of judgment and 
vision that both their banks and 
their communities may prosper. 

No banker has a problem so vex- 
atious that he cannot get aid in its 
solution during the convention. No 
banker, however alert and forward 
in his business and his effort to 
keep abreast of the best thought of 
these rapidly changing times, but 
who will get a better perspective on 
his own affairs and on the business 
which makes his community and in 


turn makes his business if he spends 
the week October 2 to 6 in New 
York in attendance upon the na- 
tional convention of bankers. 
Time is well spent in meeting men 
who have mastered the various 
problems of banking or any of its 
many branches. 

The ramifications of New York 
banking touch every spot and ham- 
let in the country. That the rural 
banker and the big city financier 
meet together in this convention 
will make for a better understand- 
ing and better cooperation than is 
possible in the ordinary conduct of 
business. A great committee or- 
ganized of New York bankers is 
working to make it a memorable 
convention and it is sure to give 
a new impulse, a broader under- 
standing and a new faith to each of 
the thousands of bankers who are 
going to participate in it. 

Among the speakers on the pro- 
gram of the convention proper are 
Sir Reginald McKenna, the English 
financier, whose abilities carried 
him to some of the most important 
posts within the gift of the British 
government; Thomas W. Lamont, 
of J. P. Morgan & Company, New 
York; Dr. George Edgar Vincent, 


president of the Rockefeller Foun- 
dation of New York, and Governor 
Henry J. Allen, of Kansas. Each is 
a man of broad understanding of 
economics, a man who has won suc- 
cess through a desire to serve man- 
kind. 

Notwithstanding the fact that 
day by day New York furnishes 
more opportunity for pleasures and 
entertainment of every kind than 
any other spot in the world, elabo- 
rate arrangements are being made 
by the bankers to the end that the 
delegates may realize that New 
York is glad to see them. There 
will be provision for aiding those 
who may have their own special 
plans, but the convention plan of 
entertainment cannot fail to com- 
mand the participation of all dele- 
gates and their families. 

Mrs. Dwight W. Morrow is at 
the head of the Women’s Reception _ 
Committee. 

The wonders of New York are 
never exhausted, no matter what 
the visitors turn. of intellect, taste 
or temperament may be. The first 
step toward securing the benefits 
and pleasures of the convention is 
to write or wire to the hotel of 
your choice for accommodations. 


Three Years of Paisnd’s Life 


By LEOPOLD KOTNOWSKI 


Vice-President American-Polish Chamber of Commerce, Warsaw 


OLAND was one of the coun- 

tries that suffered most from 

the ravages of war. Millions 
of Poland’s youth, mobilized by the 
three usurping powers, Russia, 
Germany and Austria, were com- 
pelled to battle with each other; in 
consequence, the number of invalids 
is quite large, much larger than in 
the United States, and their sus- 
tenance is a burden on the impov- 
erished national treasury. 

The lands of the present Poland 
were theatres of war. The armies 
of Russia, Germany and Austria 
passed to and from its territories 
repeatedly, leaving in their wake 
death, ruin and starvation. Later, 
in 1920, the Bolshevik hordes over- 
ran a large part of Poland, and not 
only destroyed the reconstruction 
already begun, but converted the 
occupied districts into deserts. 


Ruined 1,500,000 Farms 


The number of farm estates 
ruined during the World War is 
estimated to be 1,500,000. The re- 
treating Russian armies carried 
away the equipment of nearly all 
factories that produced articles of 
use in war. In fact, they bore away 
everything that could be taken, in- 
cluding town clocks and mail boxes. 
Germans followed by systematically 


ruining the competitive Polish in-~ 


dustry, depriving the country of its 
agricultural resources and by trans- 
porting into Germany the remaining 
machines and equipment of sugar 
refineries, textile mills, etc., left by 
Russians. 

There are still in Poland’s rail- 
ways, thirty kilometers (about eigh- 
teen miles) of temporarily con- 
structed bridges built in place of 
those destroyed. Of the fifteen rail- 
road shops but three were in work- 
ing condition. Canals were de- 
stroyed, in many instances dammed 
and filled. In consequence, hunger 
and exhaustion prevailed through- 
out the country. 

At the time of its restitution there 
existed a complete chaos in cur- 
rency. There were in circulation 
Russian bank notes of various is- 
sues, moneys issued by Ukranians 


and Germans, Occupation currency, 
etc. The relative value of these 
changed constantly. Hundreds of 
thousands of Poles started their re- 
turn journey from Russia to Po- 
land, arriving sick, hungry and 
ragged. The government is still 
struggling with the difficulties of 
feeding, sheltering and employing 
these immigrants. 

Under such conditions the re- 
establishment of Poland was begun. 


Saved Millions 


The first aid to Poland was given 
by America, which, upon the close 
of war, immediately sent food and 
clothing, thas saving hundreds of 
thousands, if not millions, of Polish 


citizens from death by hunger and- 


cold. 

In commemoration of America’s 
noble deed, a statue of gratitude is 
being erected in one of the most 
beautiful spots of Warsaw, which 
will remind future generations of 
the humane act of America toward 
the renascent Poland. 

Immediately after the restoration 
of the independence of Poland, the 
people of the three divisions began 
to organize. The long length of 
time during which the Poles were 
governed by three cifferent legisla- 
tions and subject to the influences 
of three distinct systems of educa- 
tion, hampered to some extent the 
task of actual unification. The fact 
that the usurping states did not 
generally admit Poles to share in 
administration or permit them to 
hold offices in courts, railroads, 
schools, etc., on Polish territories 
(though willingly profited by their 
aid in the interior) made the organi- 
zation of the state’s administrative 
system a matter of exceptional dif- 
ficulty on account of the shortage 
of qualified functionaries. 

Poland has been striving to 
“make good” for three years—an 
insignificant period in the history 
of a nation. There have been com- 
piled, however, certain data on the 
results of her work. The figures 
hereinafter given show the outcome 
of the endeavors of Poland’s citi- 
zens in the reconstruction of their 
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country and will form a base upon 
which Poland’s activity and _ eco- 
nomic future can be judged. 


Finance 


One of the chief obstables that 
hinders Poland’s development was, 
and is still, the “valuta” question. 
The currency situation at the time 
of its reestablishment has already 
been described. Arising in excep- 
tionally difficult circumstances the 
state was, nevertheless, forced to 
make large expenditures—primar- 
ily to create possibilities for exis- 
tence. -On account of the general 
chaos and lack of private capital 
the government was compelled to 
take upon itself many functions 
that are taken care of in normal 
times by private or social institu- 
tions. (Great changes have since 
taken place in this respect.) The 
demands of the country, which has 
an area of about 400,000 square 
kilometers and a population of 
about 30,000,000, were very great. 
The lack of an administrative or- 
ganization prevented the govern- 
ment from drawing revenues. 


Paper Money 


The only alternative that re- 
mained was to print paper money 
which fatally affected the rate of 
the Polish mark. The fluctuations 
of the mark exchange, which have 
frequently caused enlivened specu- 
lation on some of the European ex- 
changes often instigated for polit- 
ical purposes, lasted until the end 
of 1921; from which time a certain 
stabilization of Polands currency 
began. The amount of bank notes 
issued up to Dec. 31, 1919, equalled 
5.316;,296, 1008 pniks. "to: Dec. ~31, 
1920—49,361,475,000 pmks. and to 
Dee. 31, 1921, 202,537,560,466 
pinks “emrones Deca 31, 1919... to 
June, 1920, the average monthly 
issue increase amounted to 79.1 per 
cent 7, trom, |ine: 30,1920) to. Sept. 
30, 1921, 47.8 per cent., and from 


Sevier uly alton Wecw diy stO21, 


*The sum of bank-notes issued measured by 
rate of exchange at the beginning of 1922 
amounts to $50,000,000, an average of $1.07 per 
capita. A gold fund is established which will 
serve as foundation for the future monetary 
system. 
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14.6 per cent.; which proves that 
the inflative tendency is gradually 
weakening. The government was 
compelled to call for credit both in- 
ternally and abroad. The total for- 
eign loans amount to 1,294,908,915 
Swiss francs, an average of 47.9 S. 
fr. per inhabitant. Internal loans 
and debt of Treasury to Polish 
Loan Bank amount to 428,827,000 
S. fr., equalling a total national 
debt per capita of 63.84 Swiss 


francs. 


State Revenues Growing 


At present the administrative 
organization is functioning almost 
normally and the state revenues are 
steadily growing. 

A statement of the amounts rep- 
resenting the receipts of the Treas- 
ury would not convey a clear idea 
of the true value of the Polish 
mark. One of the fundamental 
units of assessments is the cost of 
maintenance of one family. Tak- 
ing this as the basis of calculation, 
the state revenues from April to 
Dec. 1920 could maintain 2,126,850 
families, while the revenues from 
Jan. to June, 1921, 3,727,446 fam- 
ilies ; which gives an actual increase 
in revenues of 75.27 per cent. The 
data for June, 1921 (the last avail- 
able) in comparison with the aver- 
age monthly figures for 1920 shows 
an increase of 129.92 per cent. 
These figures of net gains were 
worked out for that part of Poland 
only which was formerly governed 
by Austria and Russia. Another 
statistical system in use in that part 
of the present Polish territory 
which was formerly a part of the 
German Empire, makes it impos- 
sible to submit such comparisons 
although figures can be given which 
show that the average monthly 
gross income for that division in 
1920 equalled 179,145,371 pmks. 
and in 1921—843,520,883 pmks. 


Agriculture 


The pre-war yearly grain export 
ability of the territories now form- 
“ing Poland was 1,250,000 metric 
tons of rye, barley, oats and wheat. 
The area of land up to the present 
under cultivation is 21.62 per cent. 
smaller than the pre-war area. In 
1918, the crop per hectare equalled 
39.9 per cent. of the pre-war yield; 
in 1921, the crop increased to 74.2 
per cent. of the normal pre-war 
harvest. Toward the close of 1921 


Poland ceased to import agricul- 
tural products and a gradual export 
of grain was begun. Great prog- 
ress has also been made in the cul- 
tivation of potatoes and beets. 


The progress made in some of 
the industries is suggested by the 
following: 


Sugar Industry 


No. of Factories Production 


1913 81 673,200 metric tons 
1920 64 167,728 metric tons 
1921 66 189,834 metric tons 


Area under sugar-beet cultiva- 
tion: 


1913 0 eos, 2. eee 160,000 hectares 

1920 Foic.o nce. eee 78,000 hectares 

1921...:.....4. 25 84,000 hectares 
Distilleries 


Production of 100 per cent. alco- 
hol (not including a few voyvod- 
ships [palatinates] ). 


1 OD RS Fe as Ph re ee 2,050,990 hectolitres 
152,161 hectolitres 
247,451 hectolitres 


Lumber Industry 


The forests of Poland are esti- 
mated to cover 8,907,000 hectares. 
The yearly timber increase equals 
an average of 1.48 cubic meters per 
hectare. 

As organization progressed a 
proportional increase in the export 
of lumber products was made. 

_ Increase of exports over imports 
in metric tons: 


First Six 
1920 Months, 1921 
Timber in logs... 4.25 92,121.4 272,425.5 
Partially worked 
lumber sc. . sce 3,421.6 1811.5 
Wood products....... 3,324.4 16,008.5 


The exploitation of forests is re- 
strained by the lack of capital for 
the purchase of machinery, building 
of roads, etc. 


Coal Production 


(Not including Upper Silesia.) 


1913 eee: 8,900,000 metric tons 100% 
LOL ee 6,000,000 metric ‘tons 67% 
TO2ZOK Ree 6,400,000 metric tons 72% 
LOZ aac 7,900,000 metric tons 84% 
Mineral Oil (Annual Production) 
LOLS Aaraceeh e cee ote 1,113,668 metric tons 
OURS Sa ie Ae 831,704 metric tons 
TOZ0 eee htew kes i 785,004 metric tons 
Pd ie I ie © oem 720,000 metric tons 
Salt (Annual Production) 
LOD 3 Meee ae 197,000 metric tons 100% 
TOTO reid etiens 239,000 metric tons 121% 
1920 ee ee: 216,000 metric tons 109% 
LOZ Ee 302,000 metric tons 153% 
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Paper Pulp (One Factory) An- 
nual Production 


1913 icra en seed ceeetene 25,000 metric tons 
1919 See ee 6,900 metric tons 
1920s eceee ater 8,400 metric tons 
L921 Bee Seep eee 15,600 metric tons 


Textile Industry 
No. of Spindles No. of Looms 


1913 3here. come ch 2,600,000 65,000 
Oh etemeancetos 440,000 
1920 sapere cre 750,000 12,000 
LOZ Ls ser. eens 1,800,000* 49,000 
No. of Mills Employed 
ND is ontes accrites Pac 1,390 178,000 
1919 oie Serene 170 27,200 
1920 SO eee 480 46,800 
192 Tae ee e 1,100 110,000 


*Not including Bielsk District. (There are 
ene textile centers: Lodz, Bielsk and Bialy- 
stok. 


Iron Ore Production 


191 Saas ae 330,000 metric tons 100% 
1919 ea tersot es 93,000 metric tons 28% 
TO20 Aeon 121,000 metric tons 37% 
1921 ee 239,000 metric tons 72% 


Metal Industry 


Pig iron and production of Mar- 
tin furnaces and rolling mills in 
comparison to 1913 equalled in%: 


Martin Rolling 

Furnaces Furnaces Mills 

1913 100% 100% 100% 

1919 8.5 26 32 

1920 10 11 11.8 

1921 14 16 728). 
Cement Production 

1913 eee 829,000 metric tons 100% 

1919). eee 199,000 metric tons 23% 

1920 ae seen 237,000 metric tons 34% 

USAR RSE A ok 300,000 metric tons 36% 
Paper Production 

1913 5 Bert ce 62,000 metric tons 100% 

TOTGSe eee 15,000 metric tons 25% 

PEO 2O a es 20,000 metric tons * 32% 

192 T Sn cee 31,000 metric tons 50% 


The percentage of increase of 
labor employed in comparison to 
that of 1913 is as follows: 


1913 1919 
Fextile, Industry. eoscse ee 100% 15% 
Metal Industry. 42-42 ..2e ses 100% 18% 
Distilling Industry......... 100% 41% 
Animal Prod. Industry...... 100% 32% 
Paper industry cnwete enc an t 100% 38% 
Chemical Vindustryys... ee 100% 36% 
Cement -“Industrygse shen eee 100% 49% 

1920 1921 
‘Vextile slndiistryraseutes + tune 26% 62% 
NEctal me industiverae teeenee 30% 73% 
Dishiling wel ndustryacee oeeee 48% 72% 
Animal Prod. Industry...... 63% 71% 
Paper: Industry rors eee ee 47% 50% 
Chemical ‘Industry.... 27006. 37% 77% 
Cement) ‘Industry: coos .eeiace 62% ..677% 


Poland is capable of overcoming 
difficulties. The systematical ef- 
forts for reconstructing the totally 
destroyed country are yielding fa- 
vorable results. 
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Foreign Commerce 


Encouraging data can also be de- 
rived from Poland’s foreign com- 
merce for 1920 and 1921: 


Total export in metric tons: 


Reet StS Hallo. 5 anicis, dees are 209,110 
ai SM CE eee Shaped ean ae a Ms 411,205 
Bee ee Stalls sage bees ep 30 878,317 
Pam ali cai otek hist a ae 1,149,727 
Total import in metric tons: 
Bik St ALE Ya crew oo yee ee 1,907,991 
erica ict sweep eters Re 6. ees 1,621,820 
Breieetst) halite ota co. ass eS. 2,470,190 
als Gb AEN We lleeR ee are es 2,374,856 


The above figures indicate that 
the endeavors of Polish farmers 
and manufacturers are beginning 
to show their affect upon foreign 
trade. 

Flour and grain will not figure 
in the import statistics for 1922 
while coal, which was chiefly im- 
ported from Upper Silesia will 
cease to be considered a foreign 
product. 

The export of raw materials and 
. manufactured articles—the results 
of labor—is increasing. 

If no complications occur—for 
the prevention of which everything 
in Poland’s power is being done— 
the foreign trade balance soon will 
be in her favor. 

The estimated coal reserves of 
Poland are: 


Dabrowa Basin Metric Tons 
Evident reserves at a 
depth of 1,000 meters.. 535,842,000 
Probable reserves....... 855,304,000 
Possible reserves........ 1,134,099,000 
otalmerer ct sancatct.. 2,525,245,000 
racow basin. soe... sce. 8,200,000,000 
Bippers silesian’. of Pose. 60,000,000 000 
Estimated iron ore reserves 
27etOsA 006!) eo oes <3 Seton 388,000,000 


Of other mineral resources Po- 
land possesses copper, phosphorites, 
lime-stone, marble, sand stone, gip- 
sum, fire proof clay, etc., exclusive 
of Upper Silesia’s rich beds of zinc 
and lead ores. 

The total mineral oil reserves, 
according to estimates made by 
geologists, equal about 200,000,000 
m. tons. 

The salt reserves are estimated at 
1,840,000,000,000 m. tons, while the 
beds which have been scientifically 
ascertained and surveyed contain 
3,394,400,000 m. tons. 


Transportation 


In addition, a number of rivers 
must be considered as natural re- 
sources, which after proper works 
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Mine Scene at Granica Near Bedzin 


are completed, will form an exten- 
sive way of communication and 
traffic to the East, while other 
streams are sources of great water 
power. 

Railroads form an important fac- 
tor in national development. The 
railroads taken over by Poland 
were completely ruined by war or 
by destructive management. At 
present, however, the railroads have 
returned in a marked degree to 
their pre-war condition. 


Progress Made 


In comparing Poland of three 
years ago with the present Poland, 
a great difference is observed. If 
the country had strength to rise in 
such a short time it should continue 
to develop favorably. 

The Poles know that there still 
remains much to do and realize that 
the task of overcoming the short- 
ages and difficulties is hard. The 
results of the country’s achieve- 
ments during three years give rea- 
son to believe that it will master 
the existing obstacles. It is impos- 
sible to do in three years that which 
demands the work of generations. 

Poland’s progress would have 
been greater and faster if it had 
capital, but capital has not, as yet, 
had time to accumulate. This is 
the chief reason why work in many 
branches must be limited and why 
many profitable enterprises cannot 
be put in operation. 


More Than a Gesture 


One of- the prevalent post-war 
fears was of foreign goods—that 
there was danger of the market 
being flooded with goods at prices 
which would be detrimental to home 
manufacturers and make for unem- 
ployment of our people. Everyone 
looked to Washington for protec- 
tion of that seeming danger, and 
looked overseas for the danger. 
There was no suspicion on the part 
of the public that workingmen in 
American industries might create a 
condition which would speed up 
importation of commodities into 
American markets. That, however, 
is precisely what the coal strike has 
done, speeded the importation of 
coal. The ordering out of a fleet 
of ships long swinging idly in the 
still waters is more than a gesture. 
Great Britain has coal to sell, never 
before were there so many idle 
ships. Suppltes are low and the 
pinch is coming. There are “can’ts” 
of overseas commerce just as there 
were supposed impossibilities of 
overseas military movements, but 
necessity will overcome the latter 
problem as it did the military prob- 
lem. If American workingmen 
create a shortage in any commodity 
which Europe has, the European 
surplus is pretty sure to be drawn 
through our own ports. 


Judicial Criticism of Bank Salaries 


r | AWO judges have criticised 

banks for paying small sala- 

TICS mee eel CCU metic om LW O 
judges have taken the position that 
thieving employees arraigned before 
them in these two particular cases 
were not wholly to blame—that the 
banks themselves by the circum- 
stances of small wages and great 
temptation made the employees dis- 
honest. 

But larceny is committed by 
men who not only get adequate sala- 
ries, but by men who get very 
large salaries. The low salary is a 
factor in certain individual cases 
just as the large salary is sometimes 
a factor in upsetting the life of an 
individual who cannot stand pros- 
perity, but if people are not inher- 
ently honest, honesty cannot be as- 
sured by large salaries. 

There is abundant reason to sus- 
pect that the constant urge toward 
a higher standard of living which 
is made to everybody at every turn 
is a factor; that thé example of 
“high life” encountered everywhere 
is a contributing cause. There are 
lots of men and women still old 
fashioned enough to be very firm in 
the belief that the moral standard 
of life has lowered—that with the 
great wealth of this nation has come 
license. The moral undertone of 
many printed and film pictures is 
not making for better manhood and 
better womanhood. What are ac- 
cepted fashions today were inde- 
cencies yesterday. The influence 
of these things drags men and boys 
down. To the susceptible of the 
latter class more money would not 
necessarily be- a bulwark against 
temptation. 


Surety Company’s View 


Last year the National Surety 
Company of New York paid ap- 
proximately $5,000,000 for burglar- 
ies and embezzlements. The com- 
pany, therefore, is primarily inter- 
ested in causes of dishonesty. Its 
president, William B. Joyce, says: 

“Today business man have come 
to realize that no great reform can 
be effected by temporary expedi- 
encies or skimming the surface. To 
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eliminate evils you must start at 
the foundation. To my mind, the 
most efficient method of averting 
crime in coming years is to open 
the eyes of growing children to its 
inevitable consequences. 


Teaching Honesty 


“With this thought in mind, our 
organization has been working for 
some time on a plan which we hope 
is going to mean a step forward in 
the right direction. This plan in- 
cludes the teaching of honesty to 
school children and will be effected 
through the cooperation of the 
School Boards throughout the coun- 
bry. 

“Our motive is partly self-inter- 
ested, since we desire to reduce our 
losses from dishonesty. We are 
plainly practical, and our present 
outline covers the use of certain 
carefully prepared textbooks and a 


series of talks by chosen men who 


are trained to so present the prin- 
ciples of honesty to. these young 
people that they will be thoroughly 
convinced that it is the only desir- 
able course to pursue. These lec- 
tures will cover the country from 
coast to coast, and although our 
work is still in the embryo stage, we 
have already received a quick re- 
sponse and enthusiastic promises to 
cooperate with us in our plans. 

“Concretely, we intend to demon- 
strate to them that only a short 
time does one profit from the com- 
mission of crime and that dis- 
honesty is a short-sighted policy 
which invariably ends in disgrace 
and the ruin of what might other- 
wise be a successful career. 

“This cannot be done by philo- 
sophical or emotional arguments, 
which are rarely convincing to the 
young. The appeal will be made 
purely to their intelligence, reason 
and good, common sense. The 
talks and arguments will be prac- 
tical, business-like and so styled as 
to win them through their own de- 
cision as to what is right. We 
anticipate results that will well war- 
rant the effort.” 
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Prolific in Invention 


Charles R. Miller, Vice-President 
of the Fidelity and Deposit Com- 
pany of Maryland, says: 

“T submitted this matter to our 
Claim Department and have been 
informed that whilst in some in- 
stance it would seem that bank em- 
ployees were underpaid, yet it 
could not be truthfully stated that 
in any instance the lack of adequate 
compensation had caused their dis- 
honesty. This is borne out by the 
fact that the defalcations as a rule 
far exceed the additional amount 
necessary to provide reasonable sup- 
port for the bank employee and his 
family. 

“We find in many instances the 
defaulter is quite prolific in the in- 
vention of pretexts and excuses to 
hide the real cause of his downfall, 
and if these pretexts and excuses 
are to receive sympathy from the 
public, and especially from the 
Bench, certainly a strong deterrent 
force has been removed.” 


Confidential Booklet 


The confidential booklet issued 
by our Protective Committee is 
bound in paper cover and measures 
3% by 6% inches. The rules of 
the committee, as well as interesting 
and important information relating 
to the operations of criminals, are 
contained therein. 

A copy of this booklet has been 
furnished to all members, but in the 
event it has been misplaced, mem- 
bers may obtain another by address- © 
ing the office of the Association, 5 
Nassau Street, New York, N. Y- 


List of Members 


A pamphlet containing a list of 
members complete to March 31, 
1922, has recently been forwarded 
to each member of the Association. 
It is of special value in connection 
with the use of the confidential tele- 
graphic cipher code. Members are 
requested to keep it conveniently at 
hand for ready reference. The 
names of additional members join- 
ing the Association are published 
each month in the JoURNAL. 


Cost of Deposit Accounts 


By STUART H. PATTERSON 


Comptroller, Guaranty Trust Company of New York 


OST accounting is usually 
C associated with a manufac- 
turing business, and_ the 
average person, if he thought about 
it at all, would say that a bank is the 
last place where it would be adapt- 
able. Yet a bank or trust company 
has money and services for sale and 
it is essential that the costs of money 
and services rendered should be 
known, and unprofitable business 
eliminated or made profitable, espe- 
cially in these days of high operat- 
ing costs. 

A deposit account on its face 
may appear profitable ; nevertheless, 
proper analysis may show it to be 
actually unprofitable at the rate of 
interest carried by it, while it might 
be profitable at a lower rate. 


Average Balance of $10,000 


To bring this out more clearly, 
let us take an account with an aver- 
age balance of $10,000, which has an 
activity of eight or nine items per 
day, or say 2,500 per annum. As- 
sume that the money put out by the 
bank nets 414 per cent., and that 
the cost of handling this account is 
$78 per annum. At various rates of 
interest we have the following re- 


to any considerable extent. The 
natural impulse is to ask the deposi- 
tor to carry a larger balance, but a 
few minutes’ study of the tables 
presented with this article, will 
show the bank executive that the 
best course both for the depositor 
and the bank is to reduce the im- 
terest rate, because it would require 
an average balance of more than 
$100,000 on this account at 2 per 
cent. to show a profit of 1.63 per 
cent. on the turnover, but, by re- 
ducing the rate to 1% per cent., a 
profit of 1.63 per cent. can be made 
on a $10,000 balance. While any 
banker likes to increase deposits, a 
good profit on the turnover is most 
desirable. 

With proper cost accounts, a 
bank is in a position to present a 
convincing argument to a depositor 
whose account is unprofitable, and 
no reasonable customer can expect 
a bank to transact business for him 
with little profit or at a loss. 


Tables to Show Profit or Loss 


For ready reference the results 
showing the profit or loss on an ac- 
count under varying conditions 
should be worked up into a set of 


sults : tables. A separate table should be 
3% 244% 2% 134% 1% 

Earnings after deducting 13% Reserve 

Bes Oc As VO fisns « duale brokeiei clei ee © $391.50. $391.50 $391.50 $391.50 $391.50 
Interest on $10,000 deposit............ 300.00 250.00 200.00 150.00 100.00 
Papecests Mar iin gS oe ccim.d «hee cae sae ea $91.50 $141.50 $191.50 $241.50 $291.50 
Cet ely Tec Hig arstk e < es iets oso oe 78.00 78 .00 78.00 78.00 78.00 
LOUD: Ee aria $13.50) $63.50 $113.50 $163 50. $213 .50 
Per cenit. of profit on amount of de- 

MOSMOte CULLOVEI eer are teiacats - .13% 63970 1.14% 1.63%: 2.13% 


This table shows that it would not 
be desirable to pay more than 1%4 
per cent. on this account, if it is felt 
that there should be a return of at 
least 11% per cent. on money de- 
posited, a return which must cover 
the costs of loaning out money, 
maintenance of credit department, 
‘bad debts, taxes, etc. If this ac- 
count were only one-half as active, 
a 2 per cent. rate would show a 
profit of 1.38 per cent. The prob- 
abilities are, however, that the activ- 
ity in the account cannot be reduced 


prepared for each rate of interest 
allowed on deposits, each table 
showing the profit based on the 
average balance and activity of the 
account. Thus, by running down 
the average balance column to the 
cross line showing the number of 
items per annum, one can immedi- 
ately determine the profit or loss. 
To illustrate this the tables on the 
next page have been prepared. 

As a matter of fact, it is possible 
to get along with one table, for if 
the table is computed on a 2 per 
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cent. rate and a test is desired of an 
account carrying 1% per cent., all 
that is necessary is to add one-half 
of one per cent. to the figures shown 
onptheezeper cent. table.” lin “the 
same way, if the account carries 214 
per cent., then 14 per cent. should 
be deducted from the figures shown 
on the 2) per cent: table’) In prac- 
tice, however, it will probably be 
found more convenient to have sev- 
eral tables, as the average balances 
and number of items will run higher 
on the tables showing the higher 
interest rates. 

To follow up unprofitable ac- 
counts currently, each bookkeeper 
should have a set of tables, so that 
each month he can review the ac- 
counts on his ledger and report im- 
mediately to the officer in charge all 
accounts showing less than, say, 1%4 
per cent. profit. 

The foregoing discussion shows 
the practical application of the costs 
accounting system. The method to 
be used in determining the costs 
may be suggested as follows: 


Method of Finding Costs 


The four elements determining 
the value of an account are: the 
interest allowed on the deposit, the 
interest earned on the money loaned 
out, the activity of the account, and 
the cost of operation. 

The cost of operation is divided 
into three sections : 


Ist. The cost of keeping the ac- 
count, exclusive of activity. 


2nd. The cost of the activity in 
an account. 


3rd. The overhead cost. 


The first item is based on the ex- 
pense of maintaining the account, 
and includes figuring interest, send- 
ing out statements, etc., working on 
the assumption that the account is 
inactive. 

The costs entering into this item 
are salaries for the necessary clerks, 
stationery, postage, rentals, etc. 
Such costs are prorated on a basis 
of the number of accounts in the 
bank. Thus, the balance in the ac- 
count and its activity have no bear- 
ing on this first cost item. 
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Norn: Figures in brackets [ ] show losses. 


An Account’s Activity 


The second cost item is based on 
the activity of the account. In the 
Guaranty Trust Company the activ- 
ity is noted monthly on the average 
balance cards kept for all depositors’ 
accounts. This cost is comprised 
of salaries of the additional book- 
keepers required because of the ac- 
tivity, cost of additional space, the 
major part of the operating ex- 
penses of the Tellers, Transit, and 
Collection Departments. Cost per 
item is determined by dividing the 
total number of items into the total 
costs mentioned in this classifica- 
tion. This is not done every month, 
as a computation once every six 
months or once a year is usually 
sufficient to give accurate costs per 
item for this purpose. 


Overhead 


The third cost item is the over- 
head or indirect expense. Reckon- 
ing this is the most difficult problem, 
and the exact procedure may need 
to be varied to meet different con- 
ditions in different institutions. In 
the average bank a reasonable way 
of allocating this expense is to as- 
certain the amount of indirect ex- 
penses and prorate the amount over 
the aggregate assets and deposits in 


soccer | a ceesf mane | eccenenenrenaene nf tennenrerenmnee | 


| | | 


| | | | | | |__|} ———— 


. Annum 


40,000 


order to determine the amount fairly 
applicable to deposit accounts. The 
latter amount, when determined, 
may be charged against each deposit 
account on the basis of the balance 
in the account, on the theory that 
the larger the volume or balance, 
the more work, care, and supervi- 
sion are required in keeping the 
money profitably invested. If a 
company has varied interests, such 
as a trust department, foreign de- 
partment, etc., a proper proportion 
of the overhead should be allocated 
to such activities. 

Of course, if a bank is doing a 
strictly commercial business, all 
costs of operation other than those 
designated in the first and second 
classes, can be included in the over- 
head charge, in which case the profit 
shown by the deposit account will 
represent the net profit of the busi- 
ee ness. In this case, the profit to be 
ee Se shown by an account would be 

- smaller than the 1% per cent. used 
in these illustrations. The method 
adopted is not important so long as 
the basis used in the computation is 
understood. 


> 


Items 
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| 2 
_ 50 | 2.05 | 2 
75 | 1.95) 
-.100 | 1.85 | 
— 200 | 145 |. 
300 11.05" 
400 | 65. 
600 | .25 


600 | [.44)| 1.25 
oO | |i 
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The method used in working out 
the results in the tables is as fol- 
lows: 

Earnings on a $10,000 deposit 
after deducting 13% reserve— 


$8,700 @>4%4% $391.50 
Interest on $10,000 deposit @ 2% 200.00 


$191.50 


Ce ecreesevesoece 


Interest Earnings 
Expenses: 
Cost of maintaining ac- 
count at $2 per acct...$2.00 
Cost of activity 2,500 
items per annum 
$.02 per item 
Overhead at $.0026 on 
$10,000 Balance ...... 26.00 


eet Whole arene (6 


Total Expense 78.00 


Profit $113.50 
Equal on $10,000 balance to 1.1312% 


The costs as used in this compu- 
tation should, of course, be worked 
out in the manner heretofore ex- 
plained. The Guaranty Trust Com- 
pany has been using this method for 
a number of years, and it is not a 
long process to figure out the costs 
and prepare the tables once or twice 
a year. 

A large proportion of the ex- 
penses of banking institutions con- 
sists of clerical salaries, which are 
very much higher now than before 
the war, and will probably remain 

so. Interest earnings are on the de- 
cline and the rates for loaning 
money are governed by supply and 
demand for funds, which has no 


ee 
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Reduced 


ARIOUS passenger associa- 
Ww cee throughout this country 

and Canada have authorized a 
fare and one-half for the round trip 
on the identification certificate plan 
to delegates and immediate mem- 
bers of their families attending the 
convention in New York City, 
October 2-6. 

Stop-over privileges will be al- 
lowed at certain points going and 
returning, or both, provided pas- 
sengers reach original starting point 
not later than midnight of the final 
return limit punched in ticket. 

For dates of sale of tickets and 
return limit see article “Reduced 
Railroad Rates to the Convention,” 
page 36, in the July JourNaAL. For 
detailed information, inquiry of lo- 
cal ticket agent should be made. 

Members are reminded that (a) 
round-trip tickets require valida- 
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bearing whatever on the costs of 
operating. Consequently, the higher 
operating cost in a low money mar- 
ket must be made up by reduction 
in the rate of interest allowed on 
deposits ; it is therefore particularly 
important at this time to know just 
what each deposit account produces 
in the way of profits or losses, so 
that interest rates can be adjusted 
in an equitable manner to meet the 
increased cost of operation. 

This article has been prepared in 
the hope that it will supply a method 
for banking institutions to work out 
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their costs, a problem that—judging 
from the numerous inquiries on this 
subject—is giving considerable con- 
cern to banks and bankers at this 
time. If banks generally would 
adopt a sliding scale of interest al- 
lowed on deposits, based on the 
average loaning rate for money, cost 
of operation, activity of account, 
etc., it would provide a much more 
equitable and scientific method of 
paying interest and one to which 
no one could object, as it would be 
fair to all. 


Rates, Special Convention Train 


tion by agents of terminal lines at 
New York City, (b) identification 
certificate will be forwarded to 
members of the Association in due 
course, (c) one certificate will be 
used by delegates and immediate 
members of his family, (d) if more 
than one person will attend from a 
bank that is a member, additional 
certificates will be required and will 
be furnished upon application to the 
Secretary of the American Bankers 
Association. 


Stop at Niagara Falls 


A number of special trains will 
carry delegates to the October con- 
vention of the Association. 

Oklahoma bankers are expecting 
to go to Chicago by special and to 
proceed over the Michigan Central 
to New York. 


There will be a Kansas special 
starting from Kansas City and a 
Missouri special starting from St. 
Louis. 

The Kansas train will leave 
Thursday, September 28, at 7.20 
Pp. M., and will make a stop of half 
a day at Detroit and a stop of a day 
at Niagara Falls. This train will 
arrive in New York City Sunday, 
October 1, at 8 A. M., giving the 
delegates an opportunity to spend a 
full day in the city before the open- 
ing of the convention. 

The Missouri train will leave St. 
Louis, via the Wabash, at 12.20 
Pp. M., Friday, September 29; will 
arrive at Niagara Falls at 8 a. M., 
September 30, will depart from the 
falls at 10 o’clock the same night 
and arrive in New York, via the 
New York Central, at 8 A. M., Sun- 
day, October 1. 


The Use of Credit 


Vice-President of the 


E are always hearing about 
\ \ great things that might be 

done if only credit was avail- 
able, if only a bond issue could be 
floated. There has been a great deal 
of agitation in this country upon 
the subject of rural credits—credits 
for farmers, and we have estab- 
lished a Federal land bank system 
that has gathered up and loaned 
several hundred millions of dollars 
on first mortgages on farms. I 
think the system is doing good, al- 
though | have always regretted that 
the investment bankers of the coun- 
try did not work out some such 
system, instead of having the gov- 
ernment get into it. What we have 
seems likely to be only the begin- 
ning of the government’s activities 
in this line. I read not long ago 
an article by one of the writers of 
the Department of Agriculture in 
which he set forth that lands had 
reached such a high price that a 
man of moderate means could not 
buy a farm merely by the help of 
the present banks that lend on first 
mortgages, and that there ought to 
be another system by which loans 
could be made on second mortgages, 
and finally there is another plan for 
supplying money to tenant farmers 
upon chattel mortgages or personal 
credit, to enable them to buy stock 
and equipment, and to farm in a 
more forehanded and efficient man- 
ner. The purpose, of course, of all 
these proposals is good, and I do not 
want to give the idea that I am 
opposed to everything of the kind; 
I am not going into the merits of 
» them; I mention them now only to 
show how the idea of using credit 
expands. 


Labor and Work Necessary 


It is not confined, of course, to 
credit for agriculture. There is talk 
about what a grand thing it would 
be to electrify the railroads and the 
industries and hitch them up to the 
running streams, or generate steam 
power at the mines and transmit the 
power to distant machinery by wire. 
That is an attractive idea. Per- 
haps some day all we will have to do 
will be to push a button and let 
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electricity do the rest. The devel- 
opment of electricity was one of 
Lenine’s great schemes in Russia. 
He had a dream of electrifying all 
Russia, carrying light and power 
in every home. It was all in his im- 
agination. He did not take account 
of all the work that would have to 
be done. He found out when he got 
into the task that he could not even 
keep the old industries of Russia 
running with the power and equip- 
ment they already had, to say 
nothing of electrifying them. He 
had not been able to keep the rail- 
roads running as they were, or to 
keep the locomotives purchased by 


Where Money Is Cheap 


“A good many people, and some 
very smart people, too, are always 
ready to fall for this fiat money 
idea. Lenine has been giving fiat 
money a very complete trial. If 


cheap money is a good thing they 
ought to be happy in Russia. Be- 
fore the war the Russian ruble 
was worth 51, cents, and now 
the smallest denomination of 
money in the country is a 10,000- 
ruble note.” 


the Czar’s government in order, or 
to get enough coal from the mines 
to feed the locomotives. 

It is one thing to have a picture 
in your mind of the great work that 
you would like to see constructed 
sometime, and of the living and 
working conditions for the people 
that you would like to see brought 
into effect sometime, but progress 
of that kind cannot be accomplished 
simply by writing promissory notes 
or printing bonds. That would be 
a very easy way of achieving 
progress—the same as_ printing 
money—and a good many people, 
and some very smart people, too, 
are always ready to fall for this 
fiat money idea. Lenine has been 
giving flat money a very complete 
trial. If cheap money is a good 
thing they ought to be happy in 
Russia. Before the war the Rus- 
sian ruble was worth 51% cents, 
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and now the smallest denomination 
of money in the country is a 10,000- 
ruble note. 

The world does not get ahead by 
any such easy process of printing 
money. It takes labor and the ac- 
cumulations of labor which we call 
capital to get the world ahead. It 
takes work, and it takes savings and 
it takes time. 

Now that is the way the world 
gets ahead; first by production, then 
by consuming less than is produced 
and using the accumulations to aid 
in larger production. It gets ahead 
by raising crops, digging ditches, 
laying walls, inventing and building 
machinery, by tearing down old 
buildings and putting up better 
ones, by discovering new ways of 
doing things, by laying one brick 
upon another. It is not done by 
printing money or inflating bank 
loans, two things that are practically 
the same in effect. 

Money and credit are helpful fa- 
cilities, but you cannot use them 
any further or faster than you can 
do things, or than you can create 
and accumulate actual wealth. You 
could not underdrain all the farms, 
or build new farm houses, or fit all 
the farmers out with new equip- 
ment, or electrify all the railroads 
and industries at once. There are 
two limitations upon it, first, in pro- 
viding the capital, for you cannot 
borrow capital any faster than it is 
accumulated by somebody, and sec- 
ond, in getting the work done. The 
world has been tolerably busy in the 
past, accomplishing the progress 
that has been made. Progress is a 
matter of time, of patience, of self- 
denial, resolution and work. 


Everyone Can Not Use It 


There is another thought sug- 
gested by the break-down in Russia, 
and that is pertinent to any proposal 
to provide borrowing facilities for 
great numbers of people, and that is 
that not everybody can use _ bor- 
rowed money profitably. The best 
proof of a man’s ability to use bor- 
rowed money successfully is that he 
should have been able to accumulate 
something by his own efforts that 
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he can offer as the basis of credit 
for the ability to accumulate and 
the ability to pay debts are one and 
the same. If a man cannot save 
anything from his personal earn- 
ings he is not very likely to make 
and save anything if he has capital. 


Ruined by Too Much Credit 


It is an old saying that more men 
are ruined by having too much 
credit than by having too little. 
Certain it is that a great amount of 
borrowing is unnecessary, uneco- 
nomic, is not beneficial to industry 
and is harmful because it gives in- 
stability to the whole business situ- 
ation. I want to develop that fea- 
ture of the subject in a moment, but 
just now I want to emphasize that 
there is a great deal more borrow- 
ing than there is any real need for— 
a great amount that does not in- 
crease production. I venture the 
opinion that most of the money men 
borrow in haste for the purpose of 
buying into good things that they 
are afraid will get away is lost with 
the result that the debts have to be 
paid by slow accumulations after- 
wards. If they had had the patience 
to make their accumulations first 
they probably would have been more 
cautious about making the invest- 
ments. 


Real Service of Credit 


There are many examples of men 
who have built themselves up to 
important positions in the business 
world with very small use of credit, 
following the policy of doing busi- 
ness consistently within their capi- 
tal, or with very limited borrowings. 
I do not lay such a policy down asa 
rule to be followed, but I am sure 
that it would be possible for the 
country to handle the present vol- 
ume of production and trade with 
far less than the amount of credit 
it was accustomed to use even be- 
fore the war inflation was _ per- 
petrated and with much greater 
business stability. It would simply 
mean that people would adopt the 
habit of being forehanded and pay- 
ing more nearly as they go, but 
there is no reason to suppose that 
production or consumption on the 
whole would be diminished. 

The real service of credit is in 
making use of all available capital 
—in taking up the sums that other- 


wise would be idle and getting them 
into hands capable of employing 
them. That is a real service, but 
there is no gain from a pyramiding 
of credit that makes the whole situ- 
ation top-heavy. 

It is well to think of capital in 
concrete forms. If a man has an 
axe that he is not using all of the 
time he can lend it part of the time 
to a neighbor who has use for it. 
There is an economic gain by hay- 
ing the axe in use all the time, but 
the point is that somebody must 
have an axe. People get to think- 
ing in times of credit expansion that 
a photograph of an axe will do. 

Some people have the idea that 
the banking system can supply any 
amount of credit. I have heard it 
maintained that a banking system 


Capital in Concrete Forms 


“It is well to think of capital 
in concrete forms. If a man has 
an axe that he is not using all of 
the time he can lend it part of the 
time to a neighbor who has use 


for it. There is an economic gain 
by having the axe in use all the 
time, but the point is that some- 


body must have an axe. People 
get to thinking in times of credit 
expansion that a photograph of an 
axe will do.” 


ought to be able to supply credit 
for every legitimate business pur- 
pose, but that policy would break 
any banking system that could be 
devised, because there is no limit to 
the expansion of business, particu- 
larly if you pay no attention to 
prices. The banking system has 
only a limited amount of capital. 
A bank is not a creator of wealth, 
but a reservoir of the liquid wealth 
of the community. Under sound 
policies somebody ought to put into 
a bank every dollar that is taken 
out. 

I have referred to the Federal 
Land Bank System. I do not ques- 
tion that the system is rendering 
service in increasing production, but 
to what extent are its loans devoted 
to increasing production, and to 
what extent are they used to buy 
more land? The state of Iowa has 
been one of the heaviest borrowers 
through the system, and from 1910 
to 1920 the farm mortgage loans of 
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Iowa increased from $205,000,000 
to $490,000,000, or 140 per cent., in 
the ten years, and the selling prices 
of Iowa farms went up in about 
the same proportion. Now since 
lowa farmers were the principal 
buyers of the farms, it is reasonable 
to assume that the very condition 
of plentiful credit, both on mortgage 
loans and at the banks, are impor- 
tant factors in the rise of values. 
The abundant supply of credit 
would have made it easier to buy 
land, provided prices had remained 
the same, but the increased buying 
which resulted from the abundant 
supply of credit raised prices. until 
it was just as difficult to buy land 
as before. That is a very good il- 
lustration of the way economic 
forces frequently operate. People 
have their eyes fixed upon one con- 
dition and think that if it was 
changed everything would be 
lovely; but when that is changed a 
lot of other things change with it, 
with the result perhaps that con- 
ditions are very different from what 
they were before. 


Inflation of Land Values 


That inflation of land values 
which occurred in Iowa, and per- 
haps in less degree elsewhere, il- 
lustrated the general rise of prices 
which resulted from an increased 
use of credit during and following 
the war. When the war broke out 
the United States government en- 
tered the markets as a great em- 
ployer of man power and a great 
buyer and contractor. It withdrew 
millions of men from the industries 
for the army and navy, and at the 
same time it contracted right and 
left for the production of war equip- 
ment and supplies. The banks were 
called upon as a patriotic duty to 
lend freely to enable people to sub- 
scribe for the Liberty Bonds and 
also to support industry. They did 
so, and the theory was that it was 
necessary in order to increase pro- 
duction. And so long as there was 
any slack in the industries it did 
stimulate production. But there is 
a point beyond which you cannot 
increase production, at least for im- 
mediate results. When you have 
every man at work and every ma- 
chine running, that is about all you 
can do. If when the industrial or- 
ganization is already crowded to its 
capacity you attempt to drive it still 
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harder the effort will be expended 
in simply driving up wages and 
prices. You reach a competitive 
situation in which employers bid 
against each other for labor and 
buyers bid against each other for 
goods without materially increasing 
production. In this country we had 
reached that point even before we 
got into the war ourselves, and, of 
course, our entrance increased the 
pressure. 


The Backed-Up Demand 


After the war was over there was 
a slackening of the pressure for a 
few months, while people waited to 
see what the trend was going to be. 
Then it developed that there was a 
great backed-up demand for all 
kinds of goods; there was sense of 
relief and a relaxation of restric- 
tions, and a period of free buying, 
with the result that again, as during 
the war, the demand on the indus- 
tries was greater than they could 
meet, and the competitive situation 
developed as before. We got into 
a spiral movement of wages and 
prices, first one was picked up and 
then the other, and every lift in the 
level of prices increased the demand 
on the banks for credit. That was a 
perplexing situation for the banks. 
They were desirous of supporting 
the business situation; they wanted 
to finance the shift from war indus- 
try to peace industry. Of course, 
they were largely dependent upon 
the representations of their cus- 
tomers. A merchant naturally 
wants to buy all the goods he thinks 
he can sell, and if he is in good 
credit he looks to his banker to back 
him doing so; but if every merchant 
is fully supported by his banker 
and the sum total of the goods they 
are attempting to buy is in excess of 
the capacity of the industries, the 
bankers are simply financing the 
rising price movement and carrying 
it still higher. 

I am trying’ to point the legitimate 
and helpful use of credit which as- 
sists production, and the excessive 
use which produces inflation. When 
we talk about inflation we mean an 
increase in the use of credit which 
outruns the increase in the physical 
volume of trade. 


Confusion of Credit and Capital 


People are prone to confuse credit 
and capital and to think that credit 


can take the place of capital to a 
greater extent than it can. Credit 
is purchasing power; you can buy 
things with credit, but you cannot 
make things, you cannot actually 
produce things with credit. Credit 
is an intangible thing. It is faith, 
confidence. Capital, on the other 
hand, is always something tangible. 
It consists of land, buildings, ma- 
chinery or materials. When it 
comes to producing something, as 
I have said, you must have labor 
and capital. Credit is a facility; 
you can use it as purchasing power, 
but if you increase the use of pur- 
chasing power faster than you in- 
crease the supply of goods in trade 
the effect you accomplish is nothing 
but to drive up prices. 


Did Not Increase Production 


The great rise of land values in 
Iowa did not increase production ; it 
was simply a result of the competi- 
tive demand for land. The great 
rise in the price of cattle and sheep 
during the war accomplished little 
in the way of increasing production. 
The rise of stock and animals was 
caused by the competitive efforts of 
owners to increase their herds, sup- 
ported by an undue use of credit. 
The result was not beneficial and 
put the whole industry on a false 
basis. 

Every period of rising prices cre- 
ates a great body of indebtedness ; 
indeed, it is the use of the extraor- 
dinary amount of purchasing power 
provided by the borrowing that 
makes the rising prices. This in- 
debtedness eventually becomes a 
source of weakness in the situation. 

People go into debt freely on a 
rising market; the more deeply a 
man goes into debt the more money 
he makes, so long as prices are ris- 
ing. The situation makes men ven- 
turesome; it tempts them away 
from conservative policies, and the 
longer rising movement continues 
the more people there are involved 
in it and the smaller the margins, 
until the situation is honeycombed 
with weak spots. It is full of 
traders in debt to the limit and 
without reserve resources. It is the 
same whether the property traded 
in is land, merchandise, live stock 
or stocks in Wall Street ; a period of 
rising prices tempts men beyond 
their depth and leads to a collapse. 

I have said already that the 


strength of the business situation is 
always in its reserve resources, and 
a period of rising prices always im- 
pairs those resources. 


Rising Price Periods Must End 


Every period of rising prices in _ 
the nature of things must come to 
an end; all prices do not go up to- 
gether and the buying power of 
consumers is curtailed. Moreover, 
every period of credit inflation must 
come to an end. When we talk 
about credit inflation we mean that 
credit is expanding faster than the 
physical volume of trade is increas- 
ing; in other words, the use of 
credit is increasing faster than the 
active wealth of the country is in- 
creasing. But that cannot go on 
indefinitely. Credit is a reflection 
of wealth; it is dependent upon 
wealth, and the use of credit must 
bear some relation to the stock of 
wealth. 

A rising price movement due to 
an inflation of credit always creates 
a problem; if you stop it you create 
a crisis, and if you let it go it will 
ruin into a worse one. 


Utah State Association 


At the fourteenth annual conven- 
tion of the Utah State Bankers 
Association these officers were 
elected: President, H. E. Hatch; 
president Thatcher Bros. Banking 
Co., Logan; First Vice-President, 
Frank B. Cook, president Columbia 
Trust Company, Salt Lake City; 


Second Vice-President, W. D. 
Candland, president North San 
Pete Bank, Mt. Pleasant. Carl R. 


Marcusen, cashier Price Commer- 
cial and Savings Bank, Price, was 
reelected Secretary and Treasurer. 


Governor Allen of Kansas 


One of the speakers on the pro- 
gram for the forty-eighth annual 
convention of the American Bank- 
ers Association, which will be held 
in New York City, October 2 to 6, 
is Governor Henry J. Allen of 
Kansas, a man of action, whose ad- 
dresses always bristle with interest. 


Leverett Saltonstall, son of the late 
R. M. Saltonstall, has been elected to the 
board of directors of the National Shaw- 
mut Bank of Boston. 


Currency Agitation Here in Due Course 


O NE of the peculiar things of 


these upset times is that at 

the period when European 
countries are reaching the final 
stages of financial misery due to fiat 
money the agitation for money 
stunts makes its appearance in our 
own country. Abroad, people were 
driven by necessity to the issuance 
of printing-press money ; here, there 
are food, clothing, material, and 
even so much money and work that 
nation and individual alike can in- 
dulge in the luxury, investment or 
enterprise of nation-wide strikes. 

In Russia the smallest denomina- 
tion of money is the 10,000 ruble; 
and it will buy little. In Germany 
foreign money is prized for its 
power, while the German mark 
is feared for its weakness. The 
next step is the rejection by the 
people of these paper tokens as 
media of exchange. In Germany 
the people are turning rapidly to- 
ward better money than their own 
mark. 

“The Germans are buying and 
hoarding any stable currency that 
they can get hold of—American 
dollars, British pounds, Swiss 
francs, or Swedish crowns,” says 
Francis W. Hirst, the economist, in 
a dispatch from London. “In some 
cases wages and salaries in Ger- 
many are already being paid in 
foreign currencies, and experts are 
predicting that in Germany, as well 
as in Austria, Hungary and Poland, 
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the paper money issued virtually 
will soon be abandoned except for 
payment of taxes.” 

Years, periods, locations or men 
cannot change fixed principles, one 
of which principles is that capital 
cannot be created by a multiplicity 
of the media of exchange for capi- 
tal. The patriotism of our fore- 
fathers could not prevent the de- 
preciation of the paper money 
poured out by Congress during the 
Revolution. Eventually it ceased to 
have any value. The passionate 
patriotism of the French could not 
give value to the assignats of the 
French Revolution. Prices went up, 
and in each case money went down 
and out. Governments may issue 
money ; conditions beyond the con- 
trol of governments fix money 
values. 

But to the economist the present 
agitation for more money and for 
paper money is not surprising. Like 
the astronomer who expects certain 
phenomena at definite times or 
under certain conditions, the recur- 
rence of credit and money schemes 
in this country have arrived in 
“due course.” 

Prof. W. F. Taussig, of Harvard 
University, in his “Principles of 
Political Economy,” says: 

“One of the recurring phenom- 
ena of periods of rising prices, 
whether from specie or paper, is 
the complaint that there is not 
enough money. However much the 


quantity of money may have been 
increased, people aver there is not 
enough ‘to do the business’ or not 
enough ‘to finance prosperity.’ This 
simply means that prices have been 
adjusted to the increased supply, 
that the upward movement has 
reached its term, and that the 
pleasant stage of apparently ad- 
vancing prosperity has come to an 
end. 

“Hence there always springs up 
a plentiful crop of persons who ad- 
vocate still further additions to the 
monetary supply. Most people have 
only vague notions of what money 
is, what are its functions, how it 
affects prosperity. Their instinc- 
tive attitude is almost always that 
of welcoming an increase in the 
money supply. Especially during 
and after periods of rising prices, 
the panacea of ever plentiful money 
has many ardent advocates. Sober 
sense sooner or later returns to the 
great mass of the community, and 
the projects of fiat-money advocates 
are brushed aside. But one of the 
greatest objections to paper issues 
is the unsettlement which they 
cause in people’s ideas on the nature 
and effects of money. Absurd no- 
tions emerge, and the simplest les- 
sons of economics must be retaught. 
The right adjustment of the mone- 
tary system—intrinsically a task of 
no small difficulty—has to be under- 
taken in face of a tumult of igno- 
rance, passion and dishonesty.” 


Liquidation of German Public Utility Holdings 


HE Treaty of Versailles (Ar- 

ticle 260) required that the 

German Government take pos- 
session of all rights and interests 
of German nationals in any public 
utility or any concession operating 
in Russia, China, Turkey, Austria, 
Hungary and Bulgaria, or in for- 
mer possessions or dependencies of 
Germany or in any territory to be 
ceded to Germany or to be placed 
under Allied mandatory. 
_ The treaty specified that all these 
interests should be turned over to 
the Reparations Commission by 


Germany and that the yield from 
the sale of these properties be cred- 
ited to Germany on the reparation 
account. 

The Reparations Commission now 
has informed the United States 
Government that arrangements are 
well under way for the liquidation 
of these public utility undertakings. 

The Department of State has re- 
ceived a preliminary list of German 
holdings from the Reparations 
Commission and has turned this list 
over to the Department of Com- 
merce. Until such time as sufficient 
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reference copies of this list can be 
obtained, file copies will be avail- 
able in the Bureau of Foreign and 
Domestic Commerce at Washing- 
ton and in the District Offices of 
that Bureau in New York, Boston, 
Chicago, St. Louis, New Orleans, 
San Francisco and Seattle. 

A large number of securities of 
railways, street railways, lighting 
plants and other public utilities in 
many countries formerly owned by 
German nationals have thus been 
turned over to the Reparations 
Commission. There are probably 
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several which American interests 
might wish to acquire. 

These securities will be divided 
by the Reparations Commission 
into two groups, as follows: 

(A) Securities that can be ac- 
quired only by Allied governments 
and the Government of the United 
States and the nationals of these 
countries. 

(B) Other securities that respon- 
sible bidders of any nationality can 
purchase. 

The preliminary lists sent to this 
government do not show which se- 
curities listed would fall into Group 
A and which into Group B. 

American corporations or indi- 
viduals desiring to secure Group A 
securities are required to submit 
bids through the U. S. Department 
of Commerce, which department 


will turn the bids over to the De- 
partment of State, which will in 
turn submit the bids to the Repara- 
tions Commission with a certificate 
granting authority to participate in 
the-sale: 

In most cases the sale will be by 
auction at a date and hour fixed by 
the Reparations Commission. Pro- 
visional award will be made by the 
Reparations Commission at its 
headquarters to the highest bidder 
who has submitted a bid prior to 
that period. The lists will, however, 
be kept open for seven days after 
this provisional award has been 
made, and during this reconsidera- 
tion period, further bids will be con- 
sidered if they exceed by 5 per cent. 
the conditional award granted at the 
date of provisional sale. Seven days 
after the granting of the provisional 
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award, a final award is made to the 
highest bidder, including the new 
bids made during the reconsidera- 
tion period. 

Group B securities are also to be 
sold by auction, either at public auc- 
tion at some place determined on 
by the Reparations Commission in 
each case or ina stock exchange se- 
lected by it. In this case, as well as 
in that of Group A securities, no 
bids will be accepted nor will a sale 
be granted unless the bidder submits 
a surety by some bank recognized 
by the Reparations Commission 
covering the total amount of the 
bid. 

The Department of Commerce 
will assist American banks, firms or 
individuals to secure the properties 
they desire. 


Membership Dues—Payable September 1st 


EMBERS will receive, on 
M September 1, direct from 
; the office of the Association 
at New York, a certificate of Mem- 
bership for the fiscal year ending 
September 1, 1923, signed by the 
Executive Manager, F. N. Shep- 
herd, and countersigned by F. 
A. Irish, Treasurer. The remit- 
tance should be made to the Ameri- 
can Exchange National Bank, New 
WOCrKaN. 4 


An insert showing dues paid to 
September 1, 1923, will accompany 
the Certificate of Membership and 
it should be placed in the metal sign 
held by members and displayed in a 
conspicuous place over the paying 
teller’s window. This sign is a pro- 
tection to the bank and serves as a 
warning to those who might other- 
wise attempt a hold-up or commit 
other crimes. 

Nearly twenty-three thousand 
members are enrolled, comprising 
national and state banks, also trust 
companies and private bankers, 
which is conclusive evidence that 
membership in the American Bank- 
ers Association is valued. 


The constitution of the Associa- 
tion provides that membership dues 


are payable in advance as of Sep- 
tember 1, and to avoid unnecessary 
correspondence and delay, members 


are respectfully urged to honor the 
certificates when presented. The 
schedule of dues is as follows: 


BANKS AND TRUST COMPANIES (BASED ON CAPITAL 
AND SURPLUS) AS FOLLOWS 


less: thatiia $25,000 seas: 

$25,000 and less than NOON. Sosa ce 
100,000 and less than 250,000........ 
250,000 and less than 500,000........ 
500,000 and less than 750,000........ 
750,000 and less than 1,000,000........ 
1,000,006 and less than 2,500,000........ 
2,500,000 and less than 5,000,000........ 


5,000,000 and less than 10,000,000........ 
10,000,000 and less than 15,000,000........ 
15,000,000 and less than 20,000,000........ 
20,000,000 and less than 25,000,000........ 
25,000,000 and less than 30,000,000........ 
30,000,000 and less than 35,000,000........ 
35,000,000 and less than 40,000,000........ 
40,000,000 and less than 45,000,000........ 
45,000,000 and less than 50,000,000........ 
50,000,000 and less than 55,000,000........ 
55,000,000 and less than 60,000,000........ 


Private Bankers and Banking Firms: 


Dues are based on capital employed in their business per schedule above. 


Dues for Branches of Any of the Above Classes of Membership: 
With separate capital, same as schedule; without separate capital, specifically set 
$15.0 


aside: theréfor.. 3. 7. eee ee oe 
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Dues for Mutual and Cooperative Savings Banks or institutions without capital are 
based on their surplus or reserve fund, as per table above. 


Canadian Institutions: 


Dues based on above schedule with the exception that $250.00 is the maximum fee. 


PLEASE REMIT DIRECT TO THE AMERICAN EXCHANGE NATIONAL 
BANK, NEW YORK, IN NEW YORK FUNDS, MAKING YOUR CHECK 


PAYABLE TO THAT INSTITUTION. 


Keeping the Stock Exchange Out of Politics 


By JASON WESTERFIELD 


Secretary to the Committee on Library, New York Stock Exchange 


ANY persons become re- 
| M sentful if they purchase 
| stocks and the stocks do 
not go up. One great trouble 
and basis for resentment and 
criticism is the fact that men 
and women who know nothing of 
the market, who know 
nothing of economic 
conditions and the in- 
fluence of such condi- 
tions on prices, purchase 
stocks with limited cap- 
ital and then find that 
they are in a declining 
market and lose their 
money. It is difficult 
sometimes to make them 
understand that the Ex- 
change does not make 
prices, but that prices 
are made according to 
conditions which exist 
in the financial, indus- 
trial, economic and polit- 
ical fields and that the 
influences are beyond 
the control of the Ex- 
change absolutely. 

It is a well known fact 
that some 60 to 90 per 
cent. of new small busi- 
nesses started in a year 
fail eventually and they 
fail because of condi- 
tions over which there 
could be no control by 
anyone. But there is no 
criticism of anyone be- 
cause of these failures 
while on the other hand 
losses made in the mar- 
ket are made a basis for 
criticism of the Ex- 
change when no such 
criticism is possible. 
Persons should not enter 
the speculative or investment busi- 
ness without proper equipment of 
understanding and capital any more 
than they should enter the grocery 
business without a knowledge of 
the business and necessary capital. 

You know, of course, that the 
Exchange keeps out of politics or 
tries its best to keep out of politics. 
It recognizes no party and no poli- 
tician. It asks no favors but is con- 


tinually being attacked by a few 
politicians. Perhaps you do not 
understand why. Think for a mo- 
ment how many legal fees there 
would be in it for political lawyers 
if the New York Stock Exchange 
should be incorporated and should 


New York Stock Exchange With New Addition at Right 


be subject to attack in the courts 
on every decision as to discipline 
which its Governors render? Sup- 
pose we get a man on the floor who 
has turned crook for some reason 
or other—and thank God there are 
very few of them in the whole his- 
tory of the Exchange—what do 
you suppose he would do if the 
Governors put him on trial? He 
would get a lawyer, and he would 
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fight the Exchange to the Supreme 
Court of the United States using 
injunction processes and preventing 
his expulsion. He would keep his 
place on the floor under the law and 
he would continue to trade and he 
would continue to be a crook just as 
long as legal procedure 
held out. Every time 
we tried to discipline 
a member we _ would 
either be confronted 
with court suits or 
threats from politicians 
and if we rejected the 
threats, as reject them 
we would, the next ses- 
sion of the Legislature 
would find more strin- 
gent rules proposed. 
more effective laws for 
ham-stringing us and we 
would be eternally bat- 
tlng for the right 
against an organization 
of grafters which not 
even the political parties 
themselves could control 
or hinder. I am not im- 
puting dishonesty ‘ to 
public officials. 

You must have heard 
of the Dier case in New 
York. Do you know 
that the Stock Exchange 
watched that house for 
several months until it 
had evidence of improp- 
er business methods and 
then tore its tickers out 
without notice? That 
you are probably aware 
of, but do you know that 
for the succeeding sev- 
eral months the officers 
of the Exchange were 
plagued by politicians of 
high and low degree, mostly of 
high degree, state officials and 
others, some begging, some entreat- 
ing, some demanding that the wires 
be returned? Are you aware that 
notice was served on the Exchange 
that unless these wires were put 
back there would be reprisals at 
Albany last winter? Are you 
aware that such reprisals were at- 

(Continued on page 77) 


‘‘Tfe Who Owns His Home Is Owned 


by His Home’’ 


By JOHN H. PUELICHER 


First Vice-President of the American Bankers Association 


ODAY a man who owns his 
home or his farm is, in a 
measure, owned by his home 

or his farm. There are many 
elements of respectability that come 
to him who finds permanent shelter 
for his loved ones. He probably 
worked hard to possess it, and when 
he has it he tries to make it attrac- 
tive and hold on to it. It is a force 
for law, since a home owner desires 
protection by law. He acquires 
respect for the property of others. 
He wants good, sound government 
and desires to become an advocate 
of law and order. Ownership makes 
him vigilant. I think it was Glad- 
stone who said “Property always 
has one eye open.” 

But a man can seldom be a home 
owner or a farm owner or the owner 
of any of the stabilizers of life until 
he has been or is the owner of a 
Savings account. 

Do you know that out of every 
1,000 people in Switzerland 554 are 
savings depositors? ‘There are in 
Denmark 442, in Belgium 387, in 
France 346, in England 302, and in 
Italy 200 out of every 1,000, and 
yet in the United States we have 
but 99 savings depositors out of 
every 1,000 inhabitants? Almost 
500 per cent. more in Switzerland! 
Does that signify anything as to the 
task the American banker has be- 
fore him? 

You know, too, that tenancy in- 
stead of ownership is growing 
among our farmers. In 1880, the 
farms which were operated by ten- 
ants constituted 25.6 per cent. of 
the total number of farms in this 
country. By 1920 38 per cent., or 
practically four out of every ten 
farms, were operated in this way. 

We cannot become stabilized un- 
less we become a nation of owners. 
We cannot become a nation of own- 
ers until we are a nation of savers. 
How are we to become savers? In 
the first place, we must know how 
to work. We must know how to 
save. We must know how to take 
care of our savings. We must know 


how to send those savings back into 
circulation. We must have a goal 
and a confidence that that goal can 
be reached because we understand 
the workings of economic law which 
governs our living, and working 
and trading. 

If ignorance of money matters 
and of the use of financial institu- 
tions are among the greatest causes 
of the misfortune, lack of prosper- 
ity and misunderstanding among so 
large a mass of our people, does 
that not warn us of the need of edu- 
cation in these matters? It means 
giving the people a knowledge of 
economic law so that they have a 
means of working, and acting and 
judging for themselves. 


Banker Success 


“No success can pay any banker 
unless it be also the success of his 
community and of his country. His 
success will be greatest through 
the service he renders working 
with the growing child in the 
schoolroom, the men and women 
in agriculture, in 
business and in_ government, 
bringing them a new vision of life 
and service, fulfilling the great 
desire of all of us for stabilization 
and contentment. But the banker 
himself must be the greatest 
servant.” 

—JOHN H. PUELICHER. 


in industry, 


There is no safety in what may 
be told or sold to our people save in 
education. We do not wish to be 
leveled down in this country. Nor, 
on the other end of the scale, do we 
desire to tolerate the profiteer, but 
we do want to level up—up to a 
nation of substantial middle class 
standards—owners of bank accounts 
and homes, attractive and well fur- 
nished ; owners whose food is good 
and palatable, and includes some 
delicacies ; whose clothing can have 
variety and be of good material; 
who can choose their recreation and 
their vocation; who can be intelli- 
gent citizens in a full democracy, 
and accept the educational and cul- 
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tural opportunities of our country 
and the world, to give them not only 
power, but the enjoyment of the 
essential and eternal values of life. 

This will bring us that intelligent 
electorate which we so strikingly 
need today. We are either on one 
side of the fence or the other, as it 
were, fighting the foe. These fac- 
tions must needs get an understand- 
ing of the other fellow’s position. 
We must get over the fighting stage 
into the stage of constructively 
working toward the achievement of 
a goal—a goal of right living condi- 
tions for all. 

Knowledge brings power and 
power brings wealth. The lack of 
knowledge makes for much of the 
unequal distribution of wealth. If 
we are against destruction of man 
by war, we must surely be against 


physical, mental or financial destruc-. 


tion of man whether it be on the 
farm, in the workshop or in the 
slums. With the understanding o1 
the workings of industry, of trade, 
of finance, there will be no need for 
large numbers being deprived of the 
necessities of life. There will come 
into existence equitable wages, 
reasonable hours of work, reason- 
able security of life for the worker 
and for the especially industrious 
and intelligent a share in the future 
prosperity of business. There will 
come less competition and more in- 
telligent cooperation. 

In the Chicago Journal of Com- 


merce last year W. G., Sibley said: 


“All the wild ideas of unbalanced 
agitators the world over, in their 
ignorant and pitiable quest for hap- 
piness through revolution, confisca- 
tion of property and crime, cannot 
overthrow the eternal truth that the 
one route to happiness through pov- 
erty or government is over the broad 
and open highway of service. And 
service always means industry, 


thrift, respect for authority and 


recognition of the rights of others.” 

With such an idea of service we 

would indeed come into a new rela- 
(Continued on page 77) 
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(Continued from page 75) 
tempted? Are you aware that the 
Exchange fought every attempt 
to make it change its position 
and resisted the pressure which con- 
tinued until Dier & Company 
smashed and showed one of the 
nastiest failures in the history of 
the Street? We have letters in the 
Exchange endorsing that outfit 
from men high in finance and high 
in politics. If it were a question 
of licensing for instance, Dier & 
Company would have had enough 
endorsements to get a thousand 
licenses to do a stock business with- 
out changing their methods in the 
slightest. 

You have a perfect example of 
what Congress thinks of placing 
our great financial institutions 
within the reach of political inter- 
ference. When the Federal Re- 
serve Law was enacted every effort 
was made to keep it out of politics 
and to keep it away from the reach 
of politicians. Even today when a 
suggestion is made that at the ex- 
piration of the term of one of the 
members of the Federal Reserve 


tion of employer and employee, 
farmer and banker, merchant and 
consumer, government and citizens, 
America and the world. Only those 
who understand supply and demand, 
personal property, the principles of 
prosperity, capital and ownership, 
investments, etc., can fully under- 
stand such service. The banker is 
today looked upon as a man of that 
service—as such a servant. Do you 
realize that you have the unique 
position of serving all these differ- 
ent factors in our society; that in a 
large measure you can be and 
should be in the school room; in the 
counsels of the laboring man, the 
farmer, the business man; yes! and 
in the legislature, bringing this 
fundamental knowledge of eco- 
_ nomics to our people ? 

The banker has the unparalleled 
opportunity today to get out of the 
“seat of the scornful” into the stand 
of the umpire, if he will but accept 
the task. Is it too much to ask that 
each banker give one talk a month 
in the school nearest his bank ; that 


Board he shall be succeeded by 
some political appointee, there is a 
storm of protest throughout the 
country. The New York Stock 
Exchange, so far as the finances of 
the country are concerned, is quite 
on a par with the Federal Reserve 
Board and equally important in the 
financial, industrial and economic 
affairs of the country. If the 
people insist and insist rightly that 
the Federal Reserve Board must 
be kept free from politics and 
will not even tolerate an ap- 
pointment to the membership of 
the Board which in the remotest 
degree savors of politics, why 
should the New York Stock Ex- 
change be placed under the direct 
control of politicians, of petty off- 
cials and eventually perhaps of men 
more concerned with feathering 
their own nests than facilitating the 
operation of the great financial ma- 
chinery of the country? 

The New York Stock Exchange, 
the greatest primary market for 
securities in the world, must be kept 
free from politics and free from 
the talons of politicians. Its his- 


(Continued from page 76) 


he be prepared to speak on any club, 
convention, labor or any other plat- 
form giving accurate financial infor- 
mation and teaching financial eco- 


tory of one hundred and twenty- 
five years is a history of develop- 
ment and a history of honorable 
dealing. Its constitution and by- 
laws, and its Governing Commit- 
tee, stand not merely for the en- 
forcement of statutory. laws, but 
for the enforcement of those higher 
laws of ethics and fair dealing, 
and for the maintenance always of 
just and equitable principles of 
trade. 

The Exchange stands for truth 
and honesty and it is one of the 
great wheels in the engine of in- 
dustry and finance. Does it not 
seem a shame that this great instru- 
ment in the prosperity and develop- 
ment of the country cannot be 
helped instead of hindered, its prin- 
ciples promoted instead of be- 
smirched, and its purposes lauded 
instead of criticized? There never 
was an honest man who knew the 
New York Stock Exchange who 
did not admit that its rules and 
regulations and its mechanism were 
as nearly perfect as human inge- 
nuity and human conscience could 
make them. 


He Who Owns His Home 


nomics? This is what the program 
of the Committee on Public Educa- 
tion of the American Bankers Asso- 
ciation calls for. 


Bank in Normal, Kansas, Organized Three Years Ago 


Small Town Banker’s Problem 


By GEORGE W. McCANN 


Ex-Cashier Bank of St. Charles, St. Charles, Ark. 


DO not think you could have 
asked me to write my views of 
the problems of the country 
banker at a more opportune time as 
I am today suffering the extreme 
penalty of being a small town 
banker who has had to face the 
problem of trying to finance a 
twelve-month business on a three- 
month credit, or words to that ef- 
TEC 
The business of agriculture re- 
‘quires that the’ farmer have credit 
facilities at least nine months out 
of the twelve, and our correspond- 
ent banks draw the line at four 
months at the most, of course with 
the privilege of renewal, but the 
option to extend credit further rests 
entirely with the big banker. 


On the Defensive 


We little fellows, therefore, never 
know when we are playing safe in 
advancing credit to our farmer cus- 
tomers, who constitute the largest 
part of our loan customers. By rea- 
son of our being entirely on the de- 
fensive all the time we cannot 
handle our farmer business with 
any degree of intelligence, and as a 
consequence our ability to serve the 
agricultural interests is curtailed. 
This in spite of the fact that untold 
columns have been written by our 
big brothers advocating better bank 
service to this end. 

There seems to be no distinction 
made by the larger banks between 
the farmer who takes the whole 
year to raise and market his crops, 
longer if he is a stock raiser, and 
the factory which has a steady in- 
come, or the merchant who is con- 
stantly turning his capital over, 
thereby obtaining funds to meet his 
obligations. 

We all admit that the foundation 
of all business is agriculture, but I 
do not believe that the big bankers 
know one-tenth as much about 
farming and its varied problems 


as they do about any other busi- 
ness on earth. 

At any rate, their method of ad- 
vancing credit for agricultural pur- 
poses seems to be all out of joint 
with the times. Why the War Fi- 
nance Corporation? Why is it 
necessary for the big banks, includ- 
ing the Federal Reserve to allow 
the government to finance the great- 
est business on earth, when the busi- 
ness of banks is to finance? 

I cannot figure this out, unless it 
is that the big banks are hopelessly 
ignorant of the importance of our 
greatest industry. If the balances 
belonging to agricultural interests 
suddenly should be withdrawn from 
the large banks, being there through 
the medium of the small banks, the 
result would be a calamity. 

How many of the larger banks 
know what per cent. of their de- 
posits are funds of agriculture? 
Deprive the merchant, the factories, 
the mines, transportation compa- 
nies, etc., of the funds of the farmer 
and what would be the result? The 
greater part of the deposits of the 
small town banker are farmer de- 
posits and our reserve is carried 
with the large bank. 


Financed 1921 Crop 


The large bank loans this money 
to the varied industries in a manner 
which enables them to carry on 
business, but when we little fellows 
try to get a slice of this money back 
to make more money to increase our 
balances with the big fellow we run 
up against the stony stare. 

I stated at the beginning that I 
ama “victim.” This is “how come.” 
This little bank was organized in 
the spring of 1919. TI came here as 
cashier a year later, just in time to 
get into the upheaval of 1920, and 
having weathered the storm of that 
year, being a mere infant, I was 
patting myself on the back because 
I had come out with the doors still 
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open. “Not a bad stunt,” I saidj| 
to myself. | 

But I did better than this. We 
financed the 1921 crop to the finish. 
Of course, we had to eat humble pie — 
in doing so, and got into debt, but | 
nevertheless we came _ through 
stronger than ever and started into — 
the 1922 crop. 


Financed 1922 Planting 


When our crop, which is chiefly 
rice, was nearly planted, which is 
the most expensive part of the 
whole crop, our correspondent told 
us that we had reached the limit. 
True enough, we owed them more 
than we should have, but this did 
not alter the fact that we had al-_ 
ready financed the crop up to the 
point where the expense would have 
been practically nothing until har- 
vest time. I mention this merely 
to emphasize my former statement 
that the small banker is operating 
largely in the dark, which not only 
decreases his profit but seriously 
cripples his ability to serve his 
customers. 


It Happened 


The net result of the failure of 
our correspondent to either advise 
us at the start that we could not get 
funds necessary to carry on the 
crop, or to advance the funds, was 
that a good little bank was forced 
to close at a great loss, a good com- 
munity has lost a great benefit by 
being deprived of the benefits of the 
bank and one more has been added 
to the ranks of the great army of 
unemployed. 

I do not make the foregoing 
statements in any spirit of com- 
plaint, but rather with the hope that, 
should you see fit to publish this 
article, I may, perchance, throw a 
little light on the problems of which 
I write and add my bit to the 
splendid work that the state bank 
associations, as well as the good, old 
American, is doing to educate all 
of us. 


The Institute Convention at Portland. Oregon 


tion of the American Institute 

of Banking was held in the 
Peoples Theatre, Portland, Ore., 
july 17, 18, 19 and 20. Rob- 
ert B. Locke, president of the In- 
stitute, called the convention to 
order. 

Frank S. Grant, city attorney of 
Portland, wel- 
comed the dele- 
gates and Carter 
Feu dalman, >vice- 
president of the 
Institute, re- 
sponded to the 
greetings ex- 
tended. 

Bacar H..Sen- 
senich, © member 
of the Executive 
Council of the 
American Bank- 
ers Association 
and _ vice-presi- 
memte cot the 
Northwest- 
ern National 
Bank of Portland, 
im extending 
greetings from 
the American 
Bankers Associa- 
tion, read the fol- 
lowing statement 
from a _ letter 
from President 
Thomas B. Mc- 
erdatms: -. Of the 
various construc- 
tive activities of 
the American 
Bankers Associa- 
Hom, there is 
none to which 
we can point with 
more just pride 
than the organi- 
zation of the In- 
stitute, which has 
contributed so 
much of real value 
to the young manhood and woman- 
hood of our banking institutions. 
It has been a source i sincere re- 
gret to the officers of the Associa- 
tion that engagements in the East 
have made it impossible for them 
to appear personally at this conven- 
tion and extend the good wishes of 
the American bankers for the con- 

tinued success and development of 


BLE cicn twentieth annual conven- 


the Institute, but in our absence we 
shall be grateful if you will assure 
them of our abiding interest in your 
welfare and our willingness to co- 
operate both actively and financially 
in stimulating the activities of the 
Institute.” 

ml tieetiie. Cally 
tute,’ said Mr. 


days of the Insti- 
Sensenich, “many 


CARTER E. TALMAN 
New President of the American Institute of Banking 


bankers doubted the wisdom of the 
approval of its of gagegOn by the 
Association, but that doubt has long 
since yielded to the conviction that 
the Institute is a great success. It 


is now regarded as the most con-. 


structive Section of the- Association 
and its purposes and accomplish- 
ments have the hearty approval of 
the entire Association membership. 
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It has been my privilege to hear the 
last four semi-annual reports of the 
Institute made to the Association, 
and I was deeply impressed with 
the enthusiastic reception and ap- 
proval given the reports. There is 


full justification for our pride in the 


Institute. Its educational work 
alone has more than justified our 
feeling of elation. 
Thousands of 
bank men = and 
women through- 
out the United 
States have com- 
pleted the stand- 
ard courses pre- 
scribed by the 
Institute, and at 
PRCSCHUmee ION ec 
than twenty- 
five thousand, or 
abouts haliy—the 
membership, are 
actively engaged 
in studying them. 

As you know, 
these courses in- 
clude the Theory 
and* Practice “of 


Banking, Eco- 
nomics, Commer- 
cial Laws) and 
Negotiable = In- 


struments, funda- 
mental subjects in 
the banking pro- 
fession, A knowl- 
edge of these 
subjects and an 
appreciation of 
their principles is 
an essential part 
of the training of 
cisely) SNe a aon 9 
worthy the name. 
A clear under- 
standing of the 
ground work, or, 
if you will, the 
science of bank- 
ing, is indispen- 
ably necessary for the proper 
conduct of the business of banking, 
a business which is _ constantly 
changing and becoming more com- 
plex every day. That the Institute 
has brought an appreciation of 
this fact to so many bank men and 
women and enlisted them in a 
study of their own business is a 
remarkable achievement.” 
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Amendment to By-Laws 


On the recommendation of the 
Executive Council, the by-laws of 
the Institute were amended to read 
as follows: 


“Section 2. The educational work of 
the Institute shall be under the general 
supervision and subject to the approval 
of a Board of Regents consisting of (1) 
two professional educators; (2) two 
practical bankers; and (3) the last three 
past presidents of the Institute. The 
members of the Board of Regents thus 
constituted shall be appointed by the Ex- 
ecutive Council of the Institute and serve 
during the pleasure of said Council.” 


Robert B. Locke, manager of the 
Detroit Branch of the Federal Re- 
serve Bank of Chicago, in his an- 
nual address, spoke on “A Year of 
Service.” 


Growth of the Institute. 


The report of Richard W. Hill, 
secretary of the Institute, showed 
that there has been a large increase 
in membership and an unprece- 
dented growth in the educational 
work of the various chapters dur- 
ing 1921 and 1922.. For the first 
time in the history of the Institute 
the membership exceeds 50,000, the 
total being 50,692—5,789 -in excess 
of the number reported at the Min- 
neapolis convention. Approximately 
22,000 students are enrolled in the 
Institute study courses. Twenty-two 
chapters have been organized since 
the Minneapolis convention, which 
brings the number of chapters for 
the first time in excess of 100, the 
total being 111. The new chapters 
have been organized at Bartlesville, 
Okla.; Columbus, Ohio; Elizabeth, 
N. J.; Essex: County, N>Josehiint 
Mich.; Fresno, Calif.; Huntington, 
W. Va.; Jacksonville, Fla.; Mari- 
copa County, Ariz.; Merrimac 
Valley, Mass.; Newark, Ohio; Og- 
den, Utah; Passaic, NJ} Racine: 


Wis.; Reno, Nev; s5anmemiedo: 
Calif.; San Jose, Calif.; Santa Bar- 
bara, Calit.:" “Stockton. = Gali 


Tampa, Fla.; Tucson, Ariz., and 
Winona, Minn. Of these chapters 
nine were organized by P. R. Wil- 
liams, Executive Councilman from 
Los Angeles. Since the 1921 con- 
vention 636 standard certificates 
have been issued, making the total 
number of standard graduates 
4,391. To the 2,210 elementary 
certificates reported at the 1921 
convention have been added 2,657 
issued during 1921-1922. making 


the total 4,867. Four new text- 
books have been issued during the 
year by the General Office in New 
York: “Standard Banking,” ‘“Com- 
mercial Law,” “Negotiable Instru- 
ments’ and ‘Elementary Bank- 
ing.” “Standard Economics” and 
“Credits” are now being prepared, 
to be ready for distribution in the 
fall. A new edition of the “Man- 
ual” for chapter officers has also 
been issued. 

A feature of the first session was 
an address, ‘History of the North- 
west,” by Prof. Edmund S. Meaney, 
of the University of Washington. 


Departmental Conferences 


Departmental conferences were held at 
the Portland Hotel at noon, continuing 
through the afternoon, on Monday, and 
during the noon hours on Wednesday and 
Thursday, under the direction of the 
chairman of the National Departmental 
Conference Committee, Paul B. Detwiler, 
assistant cashier of the Philadelphia Na- 
tional Bank, Philadelphia, Pa. The fol- 
lowing nine separate conferences were 
held each day: Audit Examinations, led 
by Frank L. Ramos of the Canal-Com- 
mercial Trust and Savings Bank, New 
Orleans, La.; Bank Administration, led 
by William Feick of the Irving National 
Bank, New York; Bonds—lInvestments, 
led by William R. Ward of Shingle, 
Brown & Company, Oakland, Calif., and 
assisted by F. M. Cerini of the Oakland 
Bank, Oakland, Calif.; Business Develop- 
ment—Advertising, led by Don A. Mul- 
len, secretary of the Clearing House Sec- 
tion of the American Bankers Associa- 
tion, New York; Checks—Collections, led 
by P. M. Parker of the First National 
Bank, Los Angeles, Calif.; Credits, led 
by G. C. Blohm of the Ladd & Tilton 
Bank, Portland, Ore.; Foreign Trade— 
Foreign Exchange, led by L. R. Cofer of 
the Wells Fargo Nevada National Bank, 
San Francisco, Calif.; Savings Banks, 
led by George S. F. Bartlett of the Bos- 
ton Five Cents Savings Bank, Boston, 
Mass.; and Trust Functions, led by Wil- 
liam H. A. Johnson of the Continental 
and Commercial Trust and Savings Bank, 
Chicago, Ill. 


The debate between Seattle 
Chapter and New York Chapter 
over the question, “Resolved: That 
the United States enter into an 
agreement for the mutual cancella- 
tion of the Inter-Allied War Debt,” 
was held during the second session 
Wednesday morning. The chair- 
man of the National Public Speak- 


ing and Debate Committee, William 
G.. F. Price of the National City 
Bank of New York, presided. The 
debaters for New York Chapter, 
which had the affirmative, were J. 
V. D. Stryker, Federal Reserve 
Bank; C. H. Schoch, Irving Na- 
tional Bank; E. A. Lahm, Citizens 
Savings Bank, and John J. Golden, 
Federal Reserve Bank, as the alter- 
nate. . The ‘debaters, for 4 seatte 
Chapter, holding the negative of the 
question, were W. C. Phillips, First 
National Bank; Casper W. Clarke, 
Union National Bank; Allen P. 
Hull, First National Bank, and 
Herbert C. Bryant, Washington 
Mutual Savings Bank, as the alter- 
nate. The decision was in favor of 
Seattle Chapter. 


Chapter Presidents Conference 


Albert C. Burchett, assistant 
cashier of the Bank of Commerce 
and Trust Company, Memphis, 
Tenn., chairman of the National 
Chapter Presidents Conference 
Committee, conducted the confer- 
ence of chapter presidents. The 
session opened at breakfast at 8 
A. M. and continued through lunch- 
eon until 2.30 ep. M. The following 
subjects were discussed: “How 
Shall the Interest in Chapter Work 
be Maintained?’ by J. Kessler 
Jones, Federal Reserve Bank, Oma- 
ha, Neb. ; “The Problem of Chapter 
Rooms,” by Paul B. Detwiler, Phil- 
adelphia National Bank, Philadel- 
phia, Pa.; “Shall Officers and Board 
of Governors of Chapters be Insti- 
tute Graduates?” by H. Raymond 
Lee, Federal Reserve Bank, Rich- 
mond, Va., and Frank M. Totton, 
Fidelity International Trust Com- 
pany, New York; “Chapter Fi- 
nances,” by Max Steiner, Chicago 
Trust Company, Chicago,  IIl.; 
“Publicity,” by Earl L. McCargar, 
First National Bank, San Francisco, 
Calif.; “Public Speaking and De- 
bate,” by William G. F. Price, Na- 
tional City Bank, New York. 

Brief reports of the activities of 
the various national committees, and 
addresses on the lumber industry 
by George S. Long, general man- 

(Continued on page 88) 
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Power of National Bank to Insure 
Life of Officer 


A national bank inquires whether 
it has power to insure the lives of 
its officers and employees for sts 
own benefit. Opinion: While the 
point has never been decided in the 
case of a national bank, it would 
seem upon principle and authority 
that wherever the bank has an in- 
surable interest in the life of an 
officer or employee, because of a 
reasonable expectation of benefit 
from the continuance, and of detri- 
ment from the termination, of such 
life, it is within the power of the 
bank to protect such interest by in- 
surance, so long at all events as the 
insurable interest continues and is 
not terminated by severance of the 
Officer's connection with the bank. 

From North Carolina—We are writing 
to inquire whether or not a national bank 
has the authority, like other corporations, 
to take out life insurance on the life of 
an employee or an officer in which they 
have an insurable interest. That is, an 
officer who had been in the service a 
long time, the death of whom would be 
a distinct loss to the bank. I understand 
that the Comptroller of the Currency has 
ruled that investments in life insurance 
is ultra vires a national bank. I thought 
perhaps you might have had occasion to 
investigate this and would know of a 
parallel case. We will be pleased to have 
your opinion on same. 

With reference to the power of 
a national bank to insure the lives 
of officers or employees for its own 
benefit, I have looked into the au- 
thorities and will give you my opin- 
ion as follows: 

In the 1920 edition of Pratt’s 
Digest of Federal Banking Laws 
appears the following notation un- 
der Section 5136, U. S. Rev. Stat., 
relating to the corporate powers of 
national banks: 


“The Comptroller of the Cur- 
rency has refused to approve a 
plan for the insurance by a na- 
tional bank of the lives of its 
officers or employees for the 
benefit of the bank, but recom- 
mends the furnishing to small 
salaried clerks and employees in- 
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surance equal to one year’s sal- 
ary for the benefit of their 
families, the premiums to be met 
by an adjustment of salaries.” 


This would indicate an opinion 
held in the office of the Comptroller 
of the Currency that the insurance 
of the life of an officer or of an em- 


ployee for the benefit of the bank . 


is beyond its power. Notwithstand- 
ing this, and while there is no direct 
judicial precedent in the case of a 
national bank, I am of opinion that 
wherever a national bank has a 
reasonable expectation of benefit to 
be derived from the continuance, 
or of detriment from the termina- 
tion, of the life of an officer or em- 
ployee, it has an insurable interest 
in such life which it is within its 
power to protect by a contract of 
insurance, at all events so long as 
the officer continues in the employ 
of the Association. 

In Bliss on Insurance, Sec. 21, p. 
27, it is said: “The tendency of the 
American decisions, especially the 
more recent ones, is to hold that, 
wherever there is any well-founded 
expectation of or claim to any ad- 
vantage to be derived from the 
continuance of a life, there is an 
insurable interest in that life, 
though there may be no claim upon 
the person whose life is insured 
that can be recognized in law or in 
equity.” 

In Vance on Insurance, p. 129, it 
is said: “An insurable interest ex- 
ists whenever the relation between 
the assured and insured, whether by 
blood, marriage or commercial in- 
tercourse, is such that the assured 
has a reasonable expectation of de- 
riving benefit from the continuation 
of the life insured, or of suffering 
detriment or incurring liability 
through its termination.” 

In Mutual Life Ins. Co. of New 
York v. Board, Armstrong & Co., 
Corporation, 80 S. E. 565, decided 
in 1914, the Supreme Court of Ap- 
peals of Virginia held that where a 
corporation has an insurable inter- 
est in the life of an officer, the 
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contract of insurance is not ultra 
vires, but within the power of the 
corporation, In that case the cor- 
poration insured the life of its 
president for its own benefit. Both 
the application and the policy stated 
that the interest of the beneficiary . 
in the insured was “loss of services 
in the event of death.” Denying a 
contention of the insurance com- 
pany that the policy was void 
because the corporation had no in- 
surable interest on the life of its 
president, the court said: 


“Weare further of opinion that 
this contract of insurance effected 
by the plaintiff was not an ultra 
vires act on its part, and that the 
‘loss of services in the event of 
death,’ as stated in the policy, was 
a sufficient interest to maintain 
the policy in favor of the bene- 
ficiary. The principal ground 
upon which the defendant seeks 
to avoid this policy is that the 
plaintiff had no insurable inter- 
est in the life of B.-F. Board. 
The, deceased was the president 
and manager of the corporation, 
and had been since its organi- 
zation.» His srelation “to~ and 
knowledge of the financial and 
manufacturing interests of the 
plaintiff were such that his death 
could not fail to result in serious 
and substantial loss to its cred- 
itors and all others interested in 
its prosperity. Although it is 
well known that the leading in- 
surance companies of the country 
solicit and carry the class of in- 
surance here involved, we have 
been unable to find any decision 
directly in point. The principles, 
however, announced by the deci- 
sions and stated by the text- 
writers we think clearly show that 
the plaintiff had an insurable in- 
terest in the life of B. F. Board, 
its president and general man- 
ver eee bnithed case, at 
bar there is not a suggestion in 
the record that even raises an 
inference that the policy was in- 
tended as a wagering transaction. 


82 JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


August, 1922 


On the contrary, the facts show 
that it was bona fide, and con- 
summated with the honest pur- 
pose of protecting the plaintiff 
against loss in the event of the 
death of its president and general 
manager. The agent of the de- 
fendant announced that his com- 
pany was accustomed to issuing 
such policies, and requested the 
insured to allow him to procure 
the insurance for him from his 
company. The record shows 
that the death of the insured was 
a substantial loss to the bene- 
ficiary that cannot be repaired 
otherwise than by requiring the 
insurance company to comply 
with its contract. We perceive 
no reason why, under all the facts 
and circumstances of this case, 
the plaintiff should not thus have 
the right to protect itself against 
loss, nor do we perceive, from 
the facts before us, any reason 
for holding that the transaction 
is obnoxious to public policy.” 


The court in its opinion referred 
to the case of Mechanics National 
Bank-v. Comings 725 Ne bie) 2 an 
which the bank had advanced funds 
to carry on the business of a certain 
company and was held to have an 
insurable interest in the life of the 
manager of such company. The 
opinion in that case says in part: 


“Tt is hardly necessary to say 
that the success of a corporate 
enterprise may be so interwoven 
with the personality of its man- 
ager that its stock is taken, and 
money is loaned to carry it on, as 
much in reliance upon that per- 
sonality as upon the intrinsic 
merit of the enterprise; and no 
good reason appears why a stock- 
holder or creditor, the value of 
whose investment may be rea- 
sonably said to depend upon the 
life or health of the man at the 
helm, should not have an_in- 
surable interest in his life, the 
same as one who invests money 
in a partnership, relying upon the 
skill or experience of his copart- 
ner, has an insurable interest in 
the life of the latter, or one who 
equips a mining expedition has an 
insurable interest in the life of 
him to whom its management is 
committed. The creditor or 
stockholder, under such circum- 
stances, would seem to have that 
‘reasonable expectation of pe- 


cuniary benefit or profit from the 

continuance of another’s life’ 

which is held sufficient to con- 
stitute an insurable interest. In 
such case ‘the essential thing 

*  *° * that theppolicy should 

be obtained in good faith, and not 

for the purpose of speculating 
upon the hazards of life’ would 
appear to be present. In this 
view we are not prepared to say, 
as matter-ofvawjs 198 etna 
the plaintiffs, who were furnish- 
ing the funds to carry on the busi- 
ness of the George T. Comins 

Company, had no insurable inter- 

est. in. the, lifepotyGeorger i. 

Comins, the manager, and ap- 

parently the originating and 

directing personality in the enter- 
prise.» 

There is a decision by the Su- 
preme Court of your own state of 
North Carolina in Victor v. Louise 
Cotton Mills, 148 N. C. 107, 61 S. 
E. 648, to the effect that a manu- 
facturing company has no implied 
power to insure the life of its presi- 
dent and carry the policy after he 
has retired from office. But after 
the officer has severed his connec- 
tion the corporation has no longer 
an insurable interest in his life, and 
although the remarks of the court 
in that case would seem to indicate 
that the fact of retirement made no 
difference and that there was no 
implied power in any event, these 
remarks are purely dictum and the 
decision should not be taken to 
militate against the proposition that 
where a corporation has an in- 
surable interest in the life of an 
officer, it is within its power to pro- 
tect same by contract of insurance. 

It is within the power of a na~- 
tional bank to contract for insurance 
against loss from the infidelity of 
an officer or employee; equally it 
would seem upon principle and 
upon authority that wherever a na- 
tional bank has an insurable inter- 
est. in. the life ofan otncer™ or 
employee—that is to say, a reason- 
able expectation of benefit from the 
continuance of his life or of suffer- 
ing detriment through the termina- 
tion of such life—its contract of in- 
surance upon such life for its own 
benefit would not be ultra vires, so 
long, at all events, as the insured 
remained in the employ of the bank ; 
for should he leave such employ, 
the bank’s insurable interest would 
terminate. 


Set-off of Wife’s Deposit Against 
Note of Husband and Wife 


A bank holds a joint note of hus- 
band and wife, secured by mort- 
gage. The husband dies and the 
wife deposits the proceeds of an im- 
surance policy on his life. The 
bank desires to set off the note 
against the individual deposit of the 
wife. Opinion: Unless specially 
exempted by statute, the beneficiary 
im a life insurance policy has no ex- 
emption in the insurance money as 
agaist the claim of a creditor. A 
number of courts hold that the de- 
posit of an individual may be set off 
against the joint note of the depos- 


itor and another. In some states — 


a deposit cannot be set off against a 
note which os secured by collateral 
until the security is exhausted, but 
in other states such set-off is al- 
lowed. There beimg no statutory 
prohibition in Wyoming and no de- 
cisions on the subject, the bank 
should assume it has the right of 
set-off. 

From Wyoming—A bank is carrying a 
past due note for Mr. and Mrs. W. 
Mr. W. dies, leaving $10,000 insurance 
money to Mrs. W. Mrs. W. deposits the 
money with the said bank and the bank 
applies part of deposit to pay past due 
note, which is signed by Mrs. W. The 
above-mentioned note is secured by real 
estate and a second mortgage on chattels. 
Does not the bank have the right to ap- © 
ply this deposit on this past due note? 
We enclose herewith the form of note 
which was signed by Mrs. W. Mrs. W. 
contends that we should look to Mr. W’s 
estate for payment. We contend that 
she is one of the makers of the note 
and that we have a perfect right to apply 
deposit. We will appreciate your reply 

Your inquiry raises three ques- 
tions: 

1. Whether a bank can set off an 
individual deposit of a wife against 
a matured joint note executed by 
husband and wife? 

2. Whether the fact that the de- 
posit consists of insurance money 
on the life of the husband would 
make it exempt from set-off ? 

3. Whether the fact that the note 
is secured by mortgage would de- 
prive the bank of the right of set-off 
before the mortgage security is’ ex- 
hausted? 

1. It is a general principle that, 
to authorize a set-off, there must 
be mutuality of obligation and un- 
der this principle it is generally held 
by the courts that a bank cannot 
set off the note of a partnership 
against the personal deposit of one 
of the partners, although in a few 
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states such right of set-off is up- 
held. In the case, however, of a 
joint note held by a bank, the deci- 
sions are generally to the effect that 
the bank has a right to set off the 
deposit of one of the joint makers 
against the note. Thus in Rush v. 
Citizens National Bank, 169 S. W. 
(Ark.) 77, where the bank owned 
a note executed by A and B, it was 
held that, on maturity of the note, 
the bank was entitled to apply A’s 
general deposit to its payment and 
that it was immaterial that the bank 
had no set-off against the other 
joint maker. So in Merchants Na- 
tional Bank v. Maple, 65 Ill. App. 
484, it was held that one of two 
joint makers of a note to a bank 
cannot defeat the right of a bank 
to set off his individual deposits 
against the note by showing the 
partnership character of the debt, 
the bank having no notice thereof. 

So again in Hayden v. Alton Na- 
tional Bank, 29 Ill. App. 458, it was 
held that a note due a bank, ex- 
ecuted by a depositor and his wife 
may be set off against his individual 
deposit. 

2. The general rule is that the 
beneficiary in a life insurance policy 
has no exemption in the insurance 
money as against the claims of his 
or her creditors (see Martin vw. 
Martin, 187 Ill. 200; Murray v. 
Wels; 53° lowa 256; -Hathorn 
v. Robinson, 96 Me. 33; Rice w. 
Smith, 72 Miss. 42; Myver v. Su- 
preme Lodge, K. & L. of H., 72 
Mo. App. 350), but this, of course, 
depends upon the terms of the 
statute which grants, allows, or 
limits the exemption. The Wyom- 
ing statutes make no such exemp- 
tion, except in the case of fraternal 
benefit associations or societies. 

3. Some courts hold that a bank 
cannot apply the deposits of the 
debtor to the payment of his ma- 
tured indebtedness if that indebted- 
ness is sufficiently protected by 
other collateral securities. McKean 
v. German American Savings Bank, 
118 Cal. 334; Farmers National 
Bank v. McFerran, 11 Ky. Law 
Rep. 183; Furber v. Dane, 89 N. E. 
227. But other courts hold that the 
bank is not compelled to first resort 
to the collateral and can set off the 
deposit against the note. Citizens 
Savings Bank v. Vaughan, 115 
Mich, 156. 

I can find no cases in Wyoming 
bearing either upon the question of 


the right of a bank to set off an 
individual deposit against a note on 
which the depositor is jointly in- 
debted with another or upon the 
right of a bank to set off a deposit 
against a note where the note is 
secured by collateral, before the col- 
lateral is exhausted ; and in the ab- 
sence of such decisions I think the 
bank may fairly assume that it has 
the right in the present case to set 
off the wife’s deposit against the 
joint note of husband and wife. The 
fact that such deposit consists of 
insurance money does not exempt 
it from set-off. 


Certification of Check Incorrectly 
Indorsed not Obligatory 


While it is customary for a 
drawee bank, which receives a check 
incorrectly indorsed, to certify the 
check before returning for proper 
indorsement in order to save the 
fund for the holder, such certifica- 
tion 1s not obligatory and there ts 
no liability of the bank to holder 
should the check be returned, with- 
out certification, and the fund be 
drawn out before the check with 
correct indorsement is recewed for 
payment. 

From Minnesota—The common custom 
among the banks here is that when a 
check is presented upon which the in- 
dorsement is incorrect, or which lacks 
an indorsement, the banks certify the 
check and return it for correction or for 
the purpose of having the proper indorse- 
ment made. 

If the practice of certifying checks is 
discontinued, will the banks assume any 
liability whatever in returning checks 
without certifying them in the event of 
the above reason for non-payment? It is 
thought by some of the bankers that the 
bank’s failure to protect the holder of a 
check in such a situation might occasion 
a liability upon the bank. 


There is no obligation upon a 
bank to certify a check before re- 
turning it for correct indorsement 
or where the indorsement is miss- 
ing. It has been customary to do 
this to save the fund for the holder 
pending proper indorsement, but 
there is no legal obligation running 
to the holder to certify the check, 
even though because of incorrect 
indorsement payment cannot be 
made and there is the chance that 
before the check is presented prop- 
erly indorsed, the fund may be 
drawn out. 

In the case stated by you, there- 
fore, there would be no liability of 
the bank to the holder for refusing 
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to certify and returning the check 
without certification. 


Reports of Ohio State Banks 


Must be published in newspaper 
in place where bank is established; 
or if no newspaper in place, then in 
the one publsshed nearest thereto in 
the same county. 

From Ohio—Is it compulsory for a 
bank doing business under the State 
Banking Laws of Ohio to publish their 
statement of condition, at the time of a 
call, in the newspaper located in the same 
village in which they are situated, or can 
they at their option publish it in some 
other village newspaper ? 

The Ohio statute provides that 
every bank shall make to the super- 
intendent of banks four or, at the 
option of the superintendent, five 
reports during each calendar year, 
according to and in the form which 
may be prescribed by him. Such 
report is required to be transmitted 
to the superintendent within ten 
days after the receipt of a request 
or requisition therefor from him; 
and in the form prescribed by the 
superintendent, “a summary of such 
report shall be published in a news- 
paper published in the place where 
such bank is established, or if there 
is no newspaper in the place, then 
in the one published nearest thereto 
in the same county, at the expense 
of such bank.” (Gen. Code, Ohio, 
1920, Chap. 3, Sec. 710-31.) 

The next succeeding section of 
the act provides that the superin- 
tendent of banks may call for a spe- 
cial report whenever in his judg- 
ment it is necessary to inform him 
fully of the condition of any bank ; 
which report shall be transmitted to 
the superintendent within five days 
after the receipt of a requisition 
therefor from him, “shall be verified 
as provided in the last preceding 
section and shall be published as 
therein provided if required by the 
superintendent of banks.” (Ibid, 
Sec. 710-32.) 

From a careful reading of the 
statute above quoted, it will be seen 
that publication of the reports re- 
quired by the superintendent of 
banks “in a newspaper published 
in the place where such bank is es- 
tablished,” is mandatory and not 
optional ; and such reports can only 
be published “in some other village 
newspaper” when there is no news- 
paper in the place where such bank 
is located, and then it must be pub- 
lished in a newspaper published in 
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the place “nearest thereto in the 
same county.” 


Set-off Against Indorser of In- 
solvent’s Unmatured Note 


Where a bank holds an unma- 
tured note upon which its customer 
as an indorser, the insolvency of the 
maker ts not sufficient ground to 
entitle the bank to set off the in- 
dorser’s deposit against his contin- 
gent liability on such unmatured 
note. 


From New Jersey—A bank holds a 
note of A indorsed by B, who is its 
customer. Prior to maturity. A becomes 
insolvent. Can the bank, before ma- 
turity, apply B’s deposit toward payment 
of the note? 


The general rule is that a bank 
has a right to charge a dishonored 
note to the indorser’s account, pro- 
vided the latter’s liability is duly 
fixed by protest and notice. But 
where the maker of the note fails 
before maturity, and before the note 
has been dishonored, the indorser’s 
liability is not yet fixed. Present- 
ment is not dispensed with by the 
insolvency of the maker, and, not- 
withstanding such insolvency, it is 
encumbent on the holder to make 
presentment at maturity. Reincke v. 
Wright, 93 Wis. 368; Hawley v. 
Jette, 10 Ore. 31; Bensonhurst v. 
Wilby, 45 Ohio St. 340. 

Until maturity, therefore, the in- 
dorser’s liability is contingent, and 
I do not think such a contingent lia- 
bility would afford the basis of a 
set-off. 

True, it was held in re Semmer 
Glass Co., 135 Fed. 77, that. the 
liability of a depositor as an in- 
dorser on a note held by the bank 
may be set off against a deposit, 
although the liability of the indorser 
did not become absolute until after 
the petition in bankruptcy was filed. 
But in that case the depositor-in- 
dorser was a bankrupt, and the 
court allowed the bank’s claim as a 
debt provable in bankruptcy. But 
where, as in the present case, the 
indorser is solvent, there would be 
no basis of set-off. 

The general rule is that to author- 
ize a set-off of one debt against 
another, both debts must be ma- 
tured. The courts in some states 
hold, while others deny, that the in- 
solvency of one of the parties, be- 
fore the maturity of his debt, en- 
titles the other party to a set-off. 
But even where the insolvency of 


one party as, for example, the 
maker of an unmatured note is 
held to entitle the other party, 
namely, the bank in which he has a 
deposit, to a set-off, this would not 
be a ground of set-off against a de- 
positor who was indorser on the 
note, and who was a solvent party. 


Cashing Instead of Crediting 
Checks to Customer 


Suggested methods of protection 
by (1) receiwing entire check as de- 
posit and requiring depositor to 
draw his own check for amount de- 
sired, (2) having customer ac- 
knowledge receipt of cash upon 
check drawn upon another bank and 
indorsed over to his bank for cash 
instead of credit. 

From Illinois—Regarding the first ar- 
ticle in the opinions of the General Coun- 
sel for July concerning the cashing of 
outside checks for customers, we have 
made a practice of having customers re- 
ceipt on deposit slip when part cash was 
paid out on check deposit, using a rubber 
stamp reading: “Received cash on the 
within deposit, $———-.” We have, how- 
ever, been cashing outside checks when 
the entire amount was requested and not 
having the check deposited and a check 
drawn on this bank as suggested by you. 
We have just thought of another method 
when the cash on an outside check is 
desired. Would not the customer writing 
above the indorsement “Received cash in 
full for the within check” solve the dif- 
ficulty? We would like your opinion 
regarding this point. 

Your proposed method carries 
out the alternative suggested by us 
in the July number that “either the 
check should be credited as a de- 
posit and the customer be required 
to draw his own check for the 
amount desired, or the bank should 
have some acknowledgment in the 
handwriting of the customer that he 
had received the cash.” 

When a customer indorses to his 
own bank a check drawn in his 
favor on another bank and receives 
the cash, the bank becomes a pur- 
chaser of the check and the thought 
suggests itself that nothing should 
be coupled with the indorsement 
which would change or detract 
from its full title-conveying charac- 
ter. But the statement that cash 
has been received for the check is 
merely a statement of the considera- 
tion upon which the indorsement is 
based and would not have any such 
effect. It should, of course, be 
worded as briefly or tersely as pos- 
sible; but the customer’s acknowl- 
edgment over his signature is the 


main thing and not only the signa- 
ture, but the acknowledgment should 
be in the handwriting of the cus- 
tomer, for otherwise a dishonest 
customer might claim the bank 


stamped or wrote the acknowledg-. 


ment over his signed indorsement 
and that he did not receive the cash, 
but deposited the check. 

The form of receipt suggested by 
you would answer the purpose; or 
probably the indorsement. “for cash 
received,” in the handwriting of the 
customer, would be equally as ef- 
fective. 


From Oklahoma—I have just finished 
reading your article on “Cashing Checks 
Instead of Crediting to Customer” in the 
July issue of the JournaL. This condi- 
tion hits this bank exactly. It has been 
our policy when a check was presented 
at the window to enter the amount of the 
check in full and if part was desired in 
cash to deduct the amount from the 
check, as shown by the enclosed duplicate 
of deposit slip. We would like to know 
if the burden of proof would still be on 
the bank when the depositor accepted 
the duplicate of deposit slip at the time? 
Would it not be considered his business 
to make the objection right when the 
transaction was taking place and refuse 
to accept the duplicate if he did not re- 
ceive the cash? The only proof that a 
bank could present that cash was paid is 
shown by the original deposit slip, of 


which the duplicate would, of course, be ~ 


a copy, and the record of the cash for 
that day’s business to show that no “long” 
appeared. We would thank you to put 
us clear on this point that we may take 
the proper steps to protect ourselves. 


The transaction stated by you is 
similar to that before the court in 
Peoples Nat. Bank of Kingfisher v. 
Rickards, 204 Pac. (Okla.) 130, re- 
ferred to in the July JouRNAL. 
The customer deposits a check for 
$75 and receives in cash $35, the 
balance going to his credit on the 


books. A deposit slip is made out 
by the cashier: 
Check siiiie eroaisiare ace eestohet cielo $75.00 
(ess) cash eset the ae ere 35.00 
$40.00” 


Primarily the burden of proof is 
on the depositor to show that he 
made the deposit. But the court 
held that this burden was sustained 
by the admission by the bank that it 
received the check, and this placed 
the burden on the bank to prove 
that it had repaid the deposit, and 
the depositor and his son having 
testified that no cash was deposited, 
this burden was not sustained and 
judgment went against the bank for 
the amount. 

This decision seems hardly log- 
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ical in connection with the rule gov- 
erning burden of proof, for the 
bank did not admit it received the 
amount of the entire check as a de- 
posit, but only the amount of the 
check, less cash, shown by its de- 
posit slip, and it would seem that 
the burden should have still been 
held to rest upon the depositor to 
affirmatively prove the deposit of 
the entire amount. But even so, 
the burden might have been held 
sustained by the positive testimony 
that no cash had been received and 
that the entire check had been de- 
posited, to counteract which all the 
bank had to offer was its own rec- 
ords and the deposit slip. Hence, 
irrespective of the burden of proof, 
there is.a necessity of the bank pro- 
tecting itself in such a case. 

The form of transaction sub- 
mitted by you differs only from 
that before the Oklahoma court in 
that, in addition to making out an 
original deposit slip, the cashier at 
the same time makes a duplicate in 
carbon and delivers it to the depos- 
itor stamped “Duplicate, A. B., 
cashier.” Your question is whether 
the burden of proof would still be 
on the bank when the depositor ac- 
cepted the duplicate deposit slip at 
the time and made no objection to 
it. Under the ruling of the Okla- 
homa court, that the bank having 
admitted receiving the check, the 
burden of proof was on it to show 
it had repaid the amount deducted 
from its deposit slip in cash, the 
fact that the bank gave a duplicate 
to the customer and testified that 
the depositor made no objection to 
it at the time of the transaction 
would afford the bank little, if any, 
added protection for the reason that 
a dishonest customer, testifying 
that he received no cash, would 
also testify that he received no du- 
plicate deposit slip showing a de- 
duction of cash paid from the 
amount of the check deposited. 

Two methods of protection have 
been suggested in the discussion of 
this subject: 

1. Receive the entire check as a 
deposit and require the depositor to 
draw his own check for the amount 
he desires. 

2. Require the customer to in- 
dorse upon the check in his own 
handwriting, a receipt of the amount 
of cash paid. For example, where 
a check for $75 is cashed for the 
customer, instead of being credited 


to his account, have him indorse in 
his own handwriting ‘For cash re- 
ceived, John Smith.” If $35 is 
received in cash and the balance de- 
posited the indorsement could be 
made to read: “For cash received 
$35, credited to account $40. John 
Smith.” 

There is a rule of the law mer- 
chant that an instrument cannot be 
indorsed for part of the amount, but 
that means, in case of a note for 
$100 that $50 thereof cannot be 
indorsed to A and $50 thereof to B 
or the balance retained by the 
holder, because that would permit 
one cause of action to be cut up 
into several. This rule, however, 
does not apply to the case where 
the entire check carrying the whole 
of the amount is indorsed by cus- 
tomer to bank for value received, 
partly in cash and partly by credit 
to account, and no reason is seen 
why the method suggested of hav- 
ing the customer indorse acknowl- 
edging receipt of the whole or part 
of the cash, as the case may be, is 
not both effective and protective. 


Liability of a Bank for Default of 
Correspondent 


According to the judicial rule in 
eighteen states and the statutory 
rule in three states, a collecting 
bank ts not liable for default of cor- 
respondent if duly selected, while in 
ten other states the courts hold the 
collecting bank liable—the rule in 
the seventeen remaining states 
which include New Mexico is un- 
decided and  uncertain—Statute 
suggested to establish non-liability 
rule. 


From New Mexico—Recently we no- 
ticed decisions in your JOURNAL, regard- 
ing the liability of a bank for the default 
of its collection agent. May we ask, if 
we can get the ruling in New Mexico, if a 
bank is liable for the default of its cor- 
respondent bank, or for care in the se- 
lection of its correspondent bank? 


The courts in eighteen states 
have held that a bank, undertaking 
an out-of-town collection, was re- 
sponsible only for due care in the 
selection of a suitable correspondent 
or agent, who becomes the subagent 
of the owner of the paper, and if 
such correspondent defaults or is 
guilty of negligence the original 
collecting bank is not liable there- 
for, where there is no negligence 
on its own part. 

The courts of ten states and the 
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Supreme Court of the United 
States, on the other hand, hold that 
the collecting bank is an independ- 
ent contractor, responsible for the 
acts and defaults of the agents 
whom it employs, unless by agree- 
ment it relieves itself from re- 
sponsibility. The courts of three 
other states, which formerly held 
this rule, have changed same by leg- 
islative enactment to the rule first 
above announced. 

This makes thirty-one states in 
all which have positive rules upon 
this subject (see Digest of Legal 
Opinions, 1921, paragraphs 1099, 
1100 and 1101, for detailed in- 
formation), while in the remaining 
seventeen states and in the District 
of Columbia, the question has never 
been passed upon by the higher 
courts and the rule is uncertain, un- 
léss,, so tar) as. the District‘ of 
Columbia is concerned, the Federal 
decision should be held binding in 
the District. 

Your state of New Mexico is one 
of these seventeen; and in order 
that the rule may be made certain 
it would seem advisable to urge 
upon your state Legislature at its 
next session the adoption of a stat- 
ute which would definitely fix the 
rule in accordance with the major- 
ity of states. New Mexico, in 1919, 
passed the act recommended by the 
American Bankers Association au- 
thorizing a collecting bank to for- 
ward a check direct to the payor; 
but the rule upon the liability of the 
collecting bank for default of cor- 
respondent is still uncertain. 

A statute passed in 1921 in Ar- 
kansas, one of the three states above 
mentioned which made a statutory 
change from the liability to the non- 
liability rule, would be apparently 
a good model to follow. It pro- 
vides : 

“Any bank, whether within or 
without this state, receiving for col- 
lection, or for deposit and recharge 
if not collected or remitted for any 
check, note, bill, draft, certificate 
or other instrument or account, pay- 
able in another city or town, 
whether within or without this state, 
having exercised reasonable care to 
select a proper correspondent for 
the collection of such instrument or 
account, shall not be liable for the 
default of such correspondent or of 
any subcorrespondent selected by 
the latter.” 


The Condition of Business 


HE remarkable thing about busi- 

ness is that it moves forward in 

spite of such adverse conditions 

as the many uncertainties and per- 
plexities of Europe; the prolonged coal 
strike, the pinch of which is now begin- 
ning to be felt by some industries and the 
possibilities of which are beginning to 
play upon many minds heretofore indif- 
ferent; the railway strike; the textile 
strike, which seems to be receding; and 
the full extent of the loss which will be 
inflicted upon the cotton,crop by the boll 
weevil. 

American prosperity is greater than all 
these, and though there are recessionals 
in the. general movement of recovery, 
that recovery is not stayed nor seriously 
impeded. Great progress was made to- 
ward restoration to normal in the first 
half of the year and now with crops so 
far advanced that much of the element of 
uncertainty has been eliminated, the 
country seems all but assured of a most 
satistactory agricultural year as far as 
production, taken as-a whole, is con- 
cerned. Involuntary unemployment de- 
creases and in some instances there are 
complaints of the lack of unskilled labor. 
Discussion of the economics of immi- 
gration (apart from the substance of the 
discussion itself) noted in one bank re- 
view may be regarded as an early har- 
binger of the return to normalcy. 

The condition of business by, classes 
and commodities as given by various au- 
thorities is indicated in the following 
excerpts from the reviews: 


Wheat 


“The government’s July report on the 
winter wheat crop gave an estimate of 
569,000,000 bushels, which compares with 
a final estimate of 587,000,000 bushels for 
1921. It is not moving as fast as a year 
ago, one reason being that the price is 
down to where it yields less than $1 per 
bushel to the farmer at country stations 
in the West,” 

There is a good prospect for European 
demand for wheat. 


Corn 


The corn crop is in good condition. 
“Altogether the supply of foodstuffs,” 
says the National City Bank, “is ample 
to maintain prices probably at about the 
present level, although the status of 
wheat will depend upon the crops of the 
Southern hemisphere, which mature four 

or five months hence.” 


Cotton 


If the weather remains favorable the 
cotton crop may now amount to 12,000,000 
bales, though estimates vary. 


Wool 


“The wool markets of the world have 
slackened their pace to a considerable 
degree during the past month,’ says the 
New England Letter. “The dullness 
which ordinarily comes upon the market 


at the mid-year has been in evidence, and 
is by no means the illogical consequence 
of an active six months’ wool business 
since the first of the year. During these 
first six months the American mills have 
consumed about 300 million pounds of 
wool in condition purchased, in addition 
to rather more than that amount for the 
last half of 1921. Values appear to have 
reached the peak both here and abroad; 
in fact, there has been a slight recession 
in values in the last month. During the 
first half of this year, wool values have 
increased something like 50 per cent. in 
the local market. This rise in prices has 
been induced in no small measure by the 


practical embargo imposed by the Emerg- - 


ency Tariff, supplemented by the expecta- 
tion of a high ‘permanent’ tariff, in con- 
junction with a rising market abroad. 
So, unless the rates on wool as now 
proposed in the permanent tariff are re- 
duced, which is a possibility, values which 
have risen under these tariffs can hardly 
be expected to decline, except as foreign 
fluctuations might affect this market.” 


Effect of the Coal Strike 


Though several furnaces have been 
banked on account of the coal strike, the 
cessation of mining, now in its fifth 
ey has not impeded business in gen- 
era 


Car Loadings 


1922, 860,907. 
1921, 774,884. 
1920, 942,851. 
1919, 902,296. 


Week 
Week 
Week 
Week 


ending July 15, 
ending July 15, 
ending July 15, 
ending July 15, 


Common Labor 


The iron and steel industry has had 
complaints of a shortage of labor. 


Money 


There is plenty of idle money, so much 
that borrowers are able to receive rather 
than to make bids for the money they 
want. 


Commercial Paper 


“There was no further decline in the 
prevailing rate for commercial paper 
during the first three weeks of July, but 
evidence of a downward tendency was 
contained in a wider acceptance of the 4 
per cent. rate, and the sale of a small 
amount of exceptionally prime paper for 
the first time this year at 334 per cent. 
Paper of slower moving character con- 
tinued to be quoted at 4% and in some 
cases at 44% per cent.” 


Stock Market Money Rates 


“Between June 20 and July 20 call 
money rates ranged from 234 to 5% per 
Ceuteaed Sanit the preceding thirty days. 
Except for a period over the first of 
July, when the usual half year financial 
settlements caused relative firmness, rate 
fluctuations reflected little more than the 
movement of funds in and out of this dis- 


86 


trict. Rates at 5 and 5% per cent., as at 
the end of June and early in July, resulted 
in heavy offerings of call money locally 
and from out of town, and a decline in 
the rate by midmonth to 234 per cent. At 
this level lenders withdrew their funds 
for employment elsewhere, and there was 
a reaction again to 5 per cent.” 


Foreign Financing 


During the last year and a half there 
has been a steady increase in the volume 
of, foreign financing. 

The Federal Reserve Bank of New 
York gives the following table, indicating 
the volume in New York and London: 


Sales in Sales in 

Period New York London 
Ist half, 1921..$291,654,000 $238,010,000 
2d half, 1921.. 403,550,000 229,810,000 
Ist half, 1922.. 678,552,000 481,191,000 
skOta eee $1,373,756,000 $949,011,000 


Foreign Trade 


The foreign trade for June was at the 
highest level of the year. ‘Exports, 
valued at $334,000,000, were $26,000,000 
more than in May and the largest since 
October. Imports, valued at $260,000,000, 
while only $6,000,000 more than those of 
May, were the largest since December, 
1920.” 


Cost of Living and Wages 


The cost of living for a working man’s 
family on June 15 was but three-tenths 
of 1 per cent. higher than on May 15. 

In the New York district there has 
been an advance of one and two-tenths 
cents per hour for unskilled labor. 

The United States Employment Service 
reports there was an increase of 3.2 per 
cent. in the number of persons employed 
in sixty-five leading cities. 


Production 


New records in automobile production 
were made in June. Iron and steel pro- 
duction shows an increase. There has 


been an unusually heavy demand for” 


sugar. 
Building 


There was a decline of 5 per cent. in 
the volume of building contracts in 
twenty-seven eastern states in June. 


Iron 


Pig iron production for June was 
2,356,418 tons, an increase of 47,070 over 
May. 

“New business in iron and steel has 
been lighter, due largely to delayed deliv- 
eries and uncertain conditions, but in 
general the situation is considered satis- 
factory. Railroad buying has been 
heavy, and further large business is now 
in process of negotiation. Domestic rail- 
road car awards for the first half of 
1922 totaled 101,625 cars, an ageregat 
not exceeded in ten years.” 


a0 et 
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Banker’s Interest in Cooperative Marketing 


By R. S. HECHT 


President State Bank Division, American Bankers Association 
President Hibernia Bank and Trust Company, New Orleans 


OCATED as I am in the world’s 
greatest cotton market and in the 
midst of the cotton-producing sec- 
tion, I realized early in its history 

that this new economic development 
points to a permanent solution of the 
whole problem of financing the production 
and marketing of our principal farm 
products and would be sure to prove of 
incalculable benefit to the South if it 
proved successful. | 

The association’s object definitely is 

not to encourage the farmer to speculate 
on the price of his products, nor do they 
wish to give him the means for artificially 
withholding his cotton from the market 
when it is needed. On the other hand, 
they argue—and properly so—that cotton 
is harvested all at one time, but the fin- 
ished products made from it are consumed 
all the year around. 


Long Contracts Necessary 


The only way in which such organiza- 
tions can function is to have definite con- 
tracts with the producers by which the 
growers bind themselves—usually for a 
period of several years—to turn over to 
the Cooperative Association all of the 
cotton they will produce to be sold during 
the year in accordance with the best busi- 
ness judgment of the officers, whom the 
growers themselves have elected for that 
purpose. 

All cotton so turned over to the asso- 
ciation is promptly graded and classed by 
licensed experts in accordance with official 
Government standards, and the grower 
gets a receipt showing just what kind of 
cotton he has turned in and how much it 
weighed. 

The association then “pools” the cotton 
into even running lots of the same grade 
and staple and sells each lot on its merits. 

The cotton buyer nearly always prefers 
to purchase in substantial quantities, and 
is usually willing to pay a premium for 
evenly matched lots. For that reason 
many of the large export houses now 
prefer to deal directly with the associa- 
tions from whom they can usually get 
exactly what they want. 


Small Farmer Benefited 


_ The small farmer, on the other hand, 
is greatly benefited by this new system 
because he never enjoyed such indepen- 
dent service before, and consequently had 
to rely almost entirely on the classifica- 
tion put on his cotton by the buyer. 

When the cotton is shipped to the ware- 
house, title passes from the grower to the 
association. All cotton of like grade and 
character goes into the same pool and 
each grower receives the same price for 
the same class of goods. 

While the association insists on a clear 
delivery so far as its own title is con- 
cerned, it fully recognizes the liens of 
others in all of its disbursements. Thus 
it will make its checks payable jointly to 
the grower and the banker or merchant 
who may have had a lien on the growing 


crop, with the result that the association 
acts as a collector for all the liens and 
mortgages of the bank, and the grower 
does not get clean checks payable to him- 
self until all such liens are extinguished. 

In our section of the country—and in 
a measure this is true all over the coun- 
try—the business outlook and the sound- 
ness of the banking situation depend to a 
large extent on the outcome of the cot- 
ton crop and the price received for it. 

Bankers have a deep interest, there- 
fore, in joining in this new movement, 
the success of which will benefit the pro- 
ducer and the consumer, will stabilize 
crop and land values, and will mean a 
sounder and steadier financial situation 
throughout the agricultural sections of 
the country. 


War Corporation’s Work 


Up to the present time, however, the 
real support of these cooperative asso- 
ciations has not come as much from the 
banks as it has come from the War Fi- 
nance Corporation. 

No praise could be too great for the 
wonderful work which was done by that 
Government agency under the courageous 
and far-sighted leadership of its manag- 
ing director, Eugene Meyer, Jr. 

The War Finance Corporation is at 
best but a temporary agency created to 
meet an emergency which is rapidly pass- 
ing, and the permanent solution of the 
new financial problems which are pre- 
sented by the Cooperative Marketing 
Associations must ultimately come from 
the private initiative of bankers and not 
from Government aid or more legislation. 

My study of the cooperative marketing 
movement has convinced me that it will 
spread rapidly and prove to be a practical 
success. If such proves to be the case, 
we as bankers must do our share not only 
in being prepared to make large advances 
on staple products properly warehoused 


‘and liberally margined, but also in help- 


ing to adjust our whole agricultural 
credit system to synchronize with the new 
economic conditions. e 
It will avail the farmer nothing to re- 
ceive an advance of from 50 to 60 per 
cent. on his product from the Cooperative 
Marketing Association if the banker or 
the merchant holds his note for the 
amount advanced on the crop, all matur- 
ing at the time of harvesting. In other 
words, we must do something to co- 
ordinate the time when the farmer is ex- 
pected to pay his debts and the time when 
he gets returns from the sale of his 
product; otherwise not even the beneficial 
effects of the Cooperative Marketing 
Association can save him from disaster. 
But if we will no longer expect the 
cotton grower to pay immediately after 
the picking season all of his debts in- 
curred for the whole year’s producing 
operations, we must give him credit for 
a correspondingly longer period. This 
does not mean, however, that we should 
necessarily provide new agencies to do 
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what can readily be done by existing ma- 
chinery, and we should by all means pre- 
vent the creation of further Governmen- 
tal agencies for that purpose, which would 
only mean duplication and expense. 


Nine Months’ Paper 


While I fully appreciate the necessity 
for keeping liquid the assets of the Fed- 
eral Reserve Banks, I do not think any 
serious harm would result if we permitted 
such banks to carry a reasonable amount 
of nine months’ agricultural paper, pro- 
vided it arises out of such a program of 
orderly marketing. Thus agricultural 
nine months’ paper secured by non- 
perishable farm products when used to 
carry such products from one season to 
the next for speculative purposes might 
readily be considered “ineligible,” where- 
as the obligations of a farmer or a co- 
operative association, similarly secured 
and drawn in the early part of the season, 
should be considered eligible for the 
period that is required to market such 
products in an orderly way. 

I think it very likely that there would 
be a considerable increase in the member- 
ship of the Federal Reserve System if 
such change were made. It might par- 
ticularly prove to be an inducement for 
the smaller banks to join, especially if 
the law now pending—permitting banks 
of less than $25,000 capital to become 
eligible—should pass. At present less 
than 1,600 out of the 11,000 state banks 
which have been eligible all along have 
actually joined the system; and if the 
new law passes there will be 4,203 more 
banks added to the list of state banks 
which could and might become members 
if the facilities offered proved sufficiently 
attractive to them. 

Reports of the War Finance Corpora- 
tion indicate that during the short period 
in which it has functioned 4,220 banks 
availed themselves of its rediscount facili- 
ties. I also understand that nearly all the 
institutions so accommodated were state 
banks—not members of the Federal Re- 
serve System—and many of them too 
small to qualify for such membership 
under the old law. 

This I think is eloquent argument in 
favor of some adjustment of the rules 
of eligibility of agricultural paper, and, 
no doubt, that can be done without seri- 
ously affecting the liquidity or jeopard- 
izing the soundness of the system. 

On the other hand, when it comes to 
the financing of live stock, we are con- 
fronted with an entirely different prob- 
lem because in that case a turnover of 
from two to three years is required. 
Paper running for such a period cannot, 
of course, be handled by the Federal Re- 
serve System, and it may be advisable to 
provide some other kind of machinery 
for that purpose. 

The events of the past two years have 
demonstrated more clearly than ever be- 
fore to what extent agricultural pros- 
perity lies at the foundation of our na- 
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tional welfare. Cooperative Marketing 
Associations have proven successful wher- 
ever they were properly managed, and 
the results they have achieved entitle them 
to the commendation and the support of 
the bankers in carrying forward this 
work. 

Certainly there is no good reason why 
such associations should not be entitled 
to borrow money on as favorable terms 
as any other large business, and while 
it is well that there should be a continua- 
tion of the War Finance Corporation’s 
help during the coming season, there 
seems to be no good reason why banks 
should not grant these associations large 
loans protected by every safeguard sound 
banking practice requires. 

Some of the ablest farmers and busi- 
ness men are giving their time and 
thought to this new economic develop- 
ment, which if completely successful will 
result in a more even distribution of busi- 
ness activity, more stable prices, less 
speculation and less violent fluctuation of 
bank deposits. I can think of no worthier 
movement to attract the interest of the 
banker. 


A. I. B. Convention 
” (Continued from page 80) 

ager of the Weyerhaeuser Timber 
Company of Tacoma, Wash., and 
on the “Patriotic Obligation of 
Peace,” by Hon. Charles R. Mabey, 
Governor of Utah, were given 
Wednesday afternoon. 

Thursday’s sessions included 
talks or addresses as follows: 

“The Salmon Industry,” by B. F. 
Stone, general manager of S. El- 
more & Company, Astoria, Ore.; 
“Fundamentals,” by E. G. Craw- 
ford, vice-president of the United 
States National Bank, Portland, 
Ore.; “Scientific Merchandising,” 
by Dr. W. J. Hindley, executive ed- 
ucator, Washington State Retail- 
ers’ Association, Seattle, Wash. 

The Committee on Resolutions, 
of which Stewart D. Beckley of the 
National City Bank of Dallas, 
Texas, was chairman, presented an 
extended report, which was 
adopted. The resolutions expressed 
appreciation and gratitude to the 
Portland Chapter and to Portland 
in general, and to the Seattle, Ta- 
coma and Spokane Chapters for the 
great hospitality and for courtesies 
extended to the delegates; recom- 
mended that the present numerical 
system be extended from a two 
number basis to a three number 
basis, thus providing for the desig- 
nation of branch banks; expressed 
grateful acknowledgment to the 
American Bankers Association; ex- 
pressed gratitude to “Uncle 
George” Allen, whom “we recog- 
nize as the builder of the Institute— 
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the architect who has planned and 
made possible the success achieved 
by thousands of young bank men” ; 
commended President Locke and 
all officers; indorsed the plan of 
procedure for selecting a new edu- 
cational director; declared for pro- 
motion in Institute offices by virtue 
of merit alone; approved the plan 
of chapter caucuses; indorsed the 
plans and work of the American 
Bankers Association Committee on 
Education; pledged individual co- 
operation to bring about a better 
understanding of economics. 

The following officers 
elected : 


were 


August, 1922 
President—Carter FE. Talman, 
American National Bank, Rich- 


mond, Va. 

Vice-President — Clarence R. 
Chaney, Northwestern National 
Bank, Minneapolis, Minn. 

Members Executive Council— 
Norman T. Hayes, Philadelphia 
National Bank, Philadelphia, Pa.; 
Albert C. Burchett, Bank of Com- 
merce and Trust Company, Mem- 
phis, Tenn.; Frank N. Hall, Fed- 
eral Reserve Bank, St. Louis, Mo.; 
Bert V. Chappel, Federal Reserve 
Bank, Cleveland, Ohio. 

The next convention will be held 
in Cleveland. 


Eligible and Ineligible Under Amendment 


The following table shows the classi- 
fications of banks in each state with re- 
gard to membership or non-membership in 
the Federal Reserve System; and the 


number of banks which will be eligible 
if the Federal Reserve Act is changed 
by the enactment of S. 3531, amending 
Section 9 of the act. 


at 


State Total num-| National 
ber of| banks. 
banks in 
state.* 

Maine oe1e:0. ss oie 2 Se 116 61 
iNew Hampshire... 1. on seen 81 56 
Vermonts.,.;. 0:2). cee 88 49 
Massachusetts...) ) 5 ener 273 162 
Rhode'Island...; .,1.2 eee 33 17 
Connecticut: <:.,. ::2s pee 136 64 
New Vorkics = :/s.c.ccc Cee 839 505 
New Jersey? ...... ance 376 220 
Pennsylvania... 400. Gees 1,476 861 
Delaware 00.8 oun. eee 53 18 
Maryland). «..020n eee 268 90 
Washington, D. C 15 
Virginia ).8.0...2..\ 7 cee 174 
West Virginia! .., 5.) seen 123 
Northi\Carolina.;)... 5 21 eee 87 
Soutn Carolina... se eeeeee 81 
Georgia... 95 
Flotida’.. ses. cig eee 56 
Alabama.) osc): 0: 1k. 107 
Mississippi 31 
Louisiana’ ses... sof savanna 36 
AL exaSt) eek. os ee 557 
ATK ANSAS: (5-2 / hee 83 
Kentucky over nee Ks 134 
Mennesseeiy ess). clk if aet 98 
Ohiowes... 0 eee are 375 
indiana dsc0 ce. Ree 252 
MH in 998 38 oes 5 de o4 oe 494 
Michigan... 4.6.2.4 net soe 117 
Wisconsin’. is. 5:0. 4 ce eee 153 
Minnesota; 0... « « «avis Ani eee 341 
QW area esate sisie's. ose Sent ee 354 
Missouri s. cio. 02.3. eee 131 
North Dakota sie). >.ee eee 180 
South) Dakota... .....0s.. gehen 134 
Nebraska-s -¢ tx... 34 oe 186 
Kansas) fenteo b\ccn0 eee 267 
Montanaly-r. fist. 2: Cae eee 143 
Wyoming? aise... nee 47 
Colorado sc nee. ss.. 03) cee 143 
New )Mexicotnt,)) =: 2. eae 50 
Okishomas 3 y5.,2 4). See 359 
Washingtons., cay. .2,.. Gee 96 
Orevonse nae... Ce 96 
California see hoc... ..,. eee 309 
ahO. Ame eetence: «i. ae 83 
Uti i sevcree sis oars «..- eee 28 
INévadar eet rei os. ee ee 11 
Alizonape seer ce eee 21 
LOtal verete ieieste cso. cee ee 8,150 


*Exclusive of mutual savings and private banks. 


Non-member 
banks not el-| Non-member 


Non-member | igible under] banks which 


banks elig-| present cap-| will be el- 
State bank | ibleformem-| ital and} igible if S. 
and trust | bersbip on} which will] 3531 is en- 
company | basisofpres-| not become] acted. 
members. | ent capital.| eligible if S. 
3531 is en- 
acted. 

3 42 7 3 
een tarare 8 17 es 
> Resiecoke 26 11 2 

31 61 18 1 
3 7 4 2 
5 37 25 5 

96 207 24 7 

45 80 29 2 

56 419 66 74 

4 15 14 2 

6 75 76 21 

1 10 18 3 

16 136 99 86 
9 191 19 vi 
15 191 265 83 
18 213 82 66 

70 293 hel 188 

12 97 28 79 

18 136 45 52 
3 154 109 58 

14 130 38 51 

192 434 182 217 

ei) 163 - 132 75 

11 192 38 227 

15 174 191 92 

84 406 101 42 

22 518 89 30 

80 1,036 168 115 

159 209 26 172 
36 361 271 170 
30 338 567 251 
104 721 280 244 

38 427 751 322 
5 123 329 217 

18 194 182 172 

21 414 235 328 
8 309 527 268 

59 109 5 97 

4 44 44 15 

3 86 111 53 

vi 51 16 2 

20 156 309 137 

54 104 92 54 

33 69 41 46 

46 315 41 20 

46 42 21 24 

36 50 3 12 

Sains 23. Awe rs 1 
4 44 6 8 
1,595 9,640 5,829 4,203 


Note.—Figures of member banks and of non-member banks eligible for membership on the basis of capital 


requirements are as of June 30, 1921, while those for other banks are as of the latest date for which figures are 


available. 


. 
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cA Permanently 


ATTRACTIVE 
BANK 


E. O. TENISON & SONS’ 
NATIONAL BANK 
DALLAS, TEXAS 


Cream white glazed Terra Cotta 


O matter how long the Tenison N ational 

Bank stands, it will never become dull 
and dingy. For it is faced with Terra Cotta, 
and Terra Cotta, with its impervious, 
weatherproof surface, maintains a perma- 
nently attractive appearance. Should dirt 
accumulate, it can easily be washed off with 
soap and water. 

Not only because of its permanent beauty 
is Terra Cotta a desirable facing material for 
banks, but also for its facile expression of 
beautiful architectural forms. A certain amount 
of enrichment is indispensable to every well- 
designed bank-building. And Terra Cotta 


permits ornamental richness as elaborate as 


BERRA 


Permanent 


Beautiful 
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may be desired—in any color. Its plasticity 
and color range are unlimited. 

Ornamentation is less costly in Terra Cotta 
than in any other permanent material. It is 
soundly economical— moderate in first cost, 
practically negligible in maintenance. For 
permanence, beauty, and economy it cannot 
be equalled by any facing material. 

Let us tell you more about banks, both 
large and small, that have been built of 
Terra Cotta. We believe our information will 
interest you and save you time and money 
when you decide to build. Address, National 
Terra Cotta Society, 19 West 44th Street, 
New York, N. Y. 


3 


Profitable 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 


C. D. HILL & Co., Architects 
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PASSBOOKS—WHERE DeEposiTor SHOWS 
IT 1S IMPOSSIBLE TO PRESENT His 
Passpook, HE 1s ENTITLED TO 
His Money—New Yorrk 


Plaintiff, as receiver of the property of 
Anton Shisko, a judgment debtor, brings 
this action against the defendant savings 
bank to recover the amount of money on 
deposit with said bank in the name of the 
judgment debtor. It is conceded that 
there is on deposit with the bank the 
sum of $821.10 to the credit of one Anton 
Shisko, but defendant resists payment on 
the ground that plaintiff has failed to 
identify the depositor with the judgment 
debtor, and on the further ground that it 
is not obliged to pay said sum unless there 
be a compliance with the provision of 
the Banking Law (Consol. Laws, c. 2) 
and the by-laws of the bank requiring 
the presentation of the passbook at the 
time payment is requested, which by-laws 
were printed in the passbook given to the 
depositor at the time the account was 
opened. Defendant claims, further, that, 
in the event it be found that plaintiff is 
entitled to judgment, he should be re- 
quired to furnish a bond for the protec- 
tion of the bank. The facts presented 
sufficiently identify the judgment debtor 
as the depositor, and, accordingly, it is 
found that said depositor and the judg- 
ment debtor are one and the same person. 
It is now settled that neither the provi- 
sion of the Banking Law, to the effect 
that no savings bank shall pay any de- 
posit unless the passbook of the depositor 
be presented, nor a by-law of a savings 
bank to the same effect, is an arbitrary 
condition which must be complied with 
at all hazards, but that the depositor is 
entitled to receive his money where cir- 
cumstances render the production of the 
book impossible and where reasonable 
excuse for the failure to present the same 
is shown. Meighan v. Emigrant Indus- 
trial Savings Bank, 168 App. Div. 542, 
153 N. Y. Supp. 312, affirmed, 222 N. Y. 
578, 118 N. E. 1067. In the case at bar 
the proof discloses that diligent search 
has been made for both the book and the 
debtor, but that neither could be located. 
Under such circumstances the duty de- 
volves upon the bank to pay. And as 
the judgment debtor’s property, so far as 
he has any interest therein, is vested in 
the receiver (Rabbe v. Astor Trust Co., 
61 Misc. Rep. 650, 114 N. Y. Supp. 131), 
the plaintiff receiver stands in the shoes 
of the debtor so far as the deposit is con- 
cerned and is the person entitled to re- 
ceive such payment. Inasmuch as my 
attention has not been called to any pro- 
vision in the bank’s by-laws making the 
furnishing of a bond a prerequisite to the 
payment of a deposit, where the book is 


THOMAS B. PATON, Jr. 


Assistant General Counsel 


A SAVINGS bank cannot require 
a bond in case of inability to 
furnish passbook where there is no 
by-law requiring it; and where a de- 
positor shows it is impossible to 
present his passbook, he is entitled 
to his money. 


N OT all capital of a banking cor- 
poration lawfully engaged in 
other distinct business is taxable as 
“capital used in banking.” 


ECITAL in a note that it was 
given covering deferred install- 
ments under conditional sales con- 
tract for motor vehicle does not 
render it non-negotiable under the 
Negotiable Instruments Act, and suit 
may properly be brought in the 
name of the indorsee thereof. 


HE circumstance that a note was 

not stamped when it was exe- 
cuted where a sufficient stamp is at- 
tached and canceled at the time of 
its transfer does not prevent it from 
being then complete and regular on 
its face, and does not preclude the 
transferee from becoming a holder 
in due course. 


[# the words expressing the sum 
payable in a note are ambiguous, 
reference may be had to the figures, 
but where the words are badly 
written and spelled, but are not am- 
biguous or uncertain, they prevail 
over the figures. 


HERE a bank was sued for 

funds which were misappro- 
priated by an executor, it was held 
the bank had notice when the certifi- 
cate of deposit contained only the 
letters “Exec.” 


je may not be possible to define 
precisely how far a building as- 
sociation may go in extraneous ac- 
tivities without losing its essential 
character, but it seems clear that 
when it ceases to be substantially 
mutual and adopts as its chief busi- 
ness, dealing for profit with the gen- 
eral public by the methods of an 
ordinary savings bank, it is no longer 
a building association entitled to be 
exempted from income taxation un- 
der the statute in question.” 
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lost or cannot be produced, the bank is 
without power to impose such condition, 
nor can the court now render its judgment 
so conditioned. See Mierke v. Jefferson 
County Saving. Bank, 208 N. Y. 347; 101 
N. E. 889; 46 L. R. A. (N. S.) 194; 
Ann. Cas. 1914D, 21. Judgment for 
plaintiff, with 10 days’ stay and 30 days 
to make a case. Dunn v, Seamen’s Bank, 
194 N. Y. Suppl. 417. 


Us oF Worp “Exec.” on C/D HE Lp 10 
Convey Notice THAT Funps WERE 
Trust Funps—New York 


One James M. Seaman, as executor of 
the estate of Mary Powell, deposited in 
The Freeport Bank of Freeport the funds 
belonging to the estate. Wishing to 
withdraw the trust funds, he received 
from that bank a certificate of deposit in 
the following form: 


“Freeport, N. Y., Sep. 1, 1916, No. 3590 


THE FREEPORT BANK 


James M. Seaman, as Exec. has deposited in 
this Bank 


ot over Twenty Five hundred Dollars 


Harvey B. Sautu, 
Asst. Cashier.” 


Seaman took this certificate to the 
First National Bank of Freeport, and 
deposited it to the credit of his individual 
account; and on the same date he drew 
on this bank his personal check, with 
which he paid his individual note held 
by the bank. 

Seaman died, and his administrators, 
claiming that the trust funds were mis- 
appropriated, brought an action against 
both banks, 

The court held the First National Bank 
responsible, saying that “the administra- 
tors were justified in following the trust 
funds into the possession of the First 
National Bank unless that bank became 
the holder of them in good faith. This 
depends upon whether the bank had 
knowledge of circumstances which gave 
it constructive notice that the funds were 
trust funds. The only evidence tending 
to show that the bank was put upon 
notice was the form of the certificate of 
deposit, which stated on its face that it 
represented funds of James M. Seaman, 
‘as Exec.’ 

- “Under the circumstances disclosed in 
the evidence, viz., that the certificate was 
deposited and the avails drawn out on 
the same day to pay the note, I think 
the bank had notice that the executor 
was using trust funds to pay his own 
debt. It is true that in Manhattan Sav. 
Inst. v. N. Y. Nat. Exch. Bank (170 


eas 
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N. Y. 58, 67) the court said: ‘Coupling 
the word “trustee” with his name as a 
depositor was not an unusual, or pe- 
culiar, circumstance; nor necessarily im- 
ported that he was acting as trustee for 
others. It simply distinguished, or de- 
scribed, the account, which he opened, 
in a particular way, satisfactory to him- 
self, and did not call for any investiga- 
tion on the part of the bank into his 
authority as trustee. But the word 
‘executor’ has a limited and certain sig- 
nificance and is like the word ‘guardian,’ 
which in Cohnfeld v. Tanenbaum (176 
N. Y. 126) was held to convey notice 
that the funds were trust funds. I think, 
therefore, that the bank must be held 
to have had constructive notice that the 
certificate of deposit represented trust 
funds and that the avails thereof, in part 
at least, were used to pay the executor’s 
personal debt.” Powell & Powell, Ad- 
ministrators, v. Freeport Bank & First 
Nat. Bank of Freeport. N. Y. App. 
Dry, S.C. April, 1922. 


REVENUE StamMp—NOoTE oN WuicH IN- 
TERNAL REVENUE STAMP Was PLACED 
AT Its TRANSFER HELD REGULAR 
on Its Face on AcQUISI- 

TION BY ‘TRANSFEREE— 
KANSAS 


The Solomon National Bank sued 
Lester Birch and Dallas Birch upon two 
negotiable notes executed by them to their 
own order and indorsed by them and by 
Felix Broeker. The defendants answered, 
setting up that the notes were executed 
by them for stock in the Okla Queen Oil 
Company, and were procured from it by 
fraudulent representations as to its value; 
and also that the transaction was illegal 
because the same was made in violation 
of the “blue sky law.” 

The bank contends that it is a holder 
in due course and is entitled to judgment 
because it did not have actual notice or 
knowledge that the notes in question 
were obtained by fraud, nor did it pur- 
chase them in bad faith. 

The defendants assert that in order 
to constitute plaintiff a holder in due 
course it was necessary to show that the 
pees were complete and regular on their 

ace. 

When the notes were first brought to 
the plaintiff they bore no revenue stamps 
but these were affixed at the time of the 
transfer by the person who negotiated 
the deal in behalf of the former holder. 

The defendants argue that because of 

this fact the notes when acquired by the 

plaintiff were not “complete and regular 
on their face.” This contention is sup- 
ported by Lutton v. Baker, 187 Iowa 
753, 174 N. W. 599. 

The court held that the affixing of the 
stamp on the note at the time of the 
transfer in behalf of the holder does not 
prevent it from being complete and reg- 
ular on its face at the time of its acqui- 
sition by the transferee nor prevent his 
becoming a holder in due course. The 
court said: We do not think the cir- 
cumstance that a note was not stamped 
when it was executed, where a sufficient 
stamp is attached and canceled at the 
time of its transfer, prevents it from 
being then complete and regular on its 
face, or precludes the transferee from 
becoming a holder in due course. We 


Bl ~ CHEMICAL:-NATIONALBANK- 


Loans and Discounts 


Banking House...... 


Customers’ Liability account of Accep- 

tances ::. pues os es 
Cash, due from Banks and U.S. Treasurer. 
Interest carnéd ae = 


LIABILITIES 


$4,500, 000.00 
13,500, 000.00 


Gapitall Stocker ae 
Sutplus .2) eee eee, 
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32,071,577.71 
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Seeking New Business on Our Record 


CHEMICAL 
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OF NEW YORK: 


Founded 1824 
BROADWAY AND CHAMBERS, FACING CITY HALL 


regard the terms “complete” and “regu- 
lar” as referring to the condition of the 
note itself, with regard to its contents, 
execution (of which the affixing of a 
stamp is no part), and indorsement. The 
stamp is merely evidence of the payment 
of a tax. Provisions of an act of Con- 


CONDENSED STATEMENT 
At the close of business, June 30, 1922 


ASSETS 


Bie Sie pn: Eis $ 96,297,585.69 
WSs Bondsiandi@ertificates!)9=5..4.).. 5. 


Other Bonds and Investments.......... 


2,467, 177.78 
780, 185.93 
$21, 247,363.71 
Figs Dears 593,008.39 
en 357,616.50 


17, 882,550.00 
9,837,506. 62 
1,500, 000. 00 


4, 243,008.73 
42,981, 197.20 
525, 942.74 


$173,267, 790.98 


5, 796,903.42 


145, 272,898.96 
$173,267, 790.98 


gress that an instrument shall not be 
received in evidence without the re- 
quired stamp are held by most of the 
courts which have considered the ques- 
tion (not including that of Iowa, how- 
ever) to relate to Federal and not to 
state procedure. When the omission to 
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stamp an instrument was not fraudulent 
it does not invalidate the instrument, and 
may be remedied at any time, even after 
an action has been brought. Solomon 
National Bank v. Birch, et al., 207 Pac. 
191. 


Notes—REeEcITAL oF ExtTrANEOUS MatT- 
TER IN Note Hetp Not To RENDER 
It NoN-NEGOTIABLE—DELAWARE 


The Peoples Bus Line, a corporation, 
entered into several conditional sales con- 
tracts for the purchase of motor vehicles 
from the Delaware Motor Transpor- 
tation Company. Each of the written 
contracts by its terms provided that the 
purchaser should give to the seller a 
promissory note as evidence of the 
amount due on the installments to be 
paid under the contract. The notes 
were indorsed by the transportation 
company to the Continental Guaranty 
Corporation, and default having been 
made in the payments prescribed in the 
contracts and in the notes, the corpora- 
tion brought an action against the Peoples 
Bus Line. Each note bears the following 
memorandum printed on the face of the 
note; 

“This note is given covering 
deferred installments under con- 
ditional sale contract for a motor 
vehicle.” 


The important question presented to the 
court was: Are the notes sued upon in 
this action negotiable 
instruments within the 
meaning of the laws 
of this state and par- 
ticularly of the Uni- 
form Negotiable In- 
struments Act so as 
to follow suits thereon 
in the name of the 
indorsee of the said 
notes? 

The court held that 
under the Negotiable 
Instruments Law the 
above quoted memo- 
randum did not de- 
stroy the negotiability of the notes. 

The pertinent section of the Negotiable 
Instruments Law provides that “An un- 
qualified order or promise is uncondi- 
tional within the meaning of this chap- 
ter, although coupled with * * * (2). 
A statement of the transaction which 
gives rise to the instrument.” 

The court held that the memorandum 
in this case falls within the general rule 
and the cases holding that the negotia- 
bility of the notes is not destroyed. Con- 
tinental Guaranty Corporation v. Peo- 
ples Bus Line, 117 Atl. 275. 


TAXATION—‘“CAPITAL USED IN BANK- 
ING’ INCLUDES WoRKING CAPITAL 
AND Money Hetp as RESERVE 
oR INVESTED IN SECURITIES 


The capital employed in banking by a 
corporation which was engaged in other 
business, on which a tax was imposed by 
Spanish War Revenue Act, Sec. 2, was 
not limited to that used strictly as work- 
ing capital in making loans or directly 
in other banking transactions, but in- 
cludes money held in the vault, or with 
depositaries as a reserve, or invested in 


orate. 


securities solely to give to the banker 
the credit which attracts depositors, or 
to make it possible for him otherwise to 
raise money with which banking opera- 
tions are conducted, and securities serv- 
ing to give such credit continue to be 
capital used in the banking business, even 
if they are designated by the company 
as assets of another department and 
physically segregated as such, 

If a company is engaged exclusively 
in banking all of its capital, however in- 
vested, may reasonably be considered cap- 
ital employed in banking; but if it is 
lawfully engaged in several distinct busi- 
nesses, to the successful conduct of each 
of which credit is necessary, and the 
company’s capital supplies such credit to 
each, the whole of the common capital 
cannot be considered .as used in banking, 
so as to be subject to the tax imposed by 
Spanish War Revenue Act, Sec. 2. Fi- 
delity & Deposit Co. of Maryland v. 
United States, 42 Sup. Ct. Rep. 511. 


Notes—W HERE Worps IN Norte ARE 
Bapty WRITTEN AND SPELLED But ARE 
Not AMBIGUOUS OR UNCERTAIN, 
TuHey PrevAiL Over FiIc- 
URES—MINNESOTA 


This is an action on a promissory note. 
The note was given in 1917 to Mary 
Bonn, now deceased, and is now owned by 
plaintiff. The only question in the case 
is as to the amount named in the note. 
The note is here ae 


ig Le 


Ws i aoe Sleuent Mifer Aeandafenmatiily ae 
\_ ferent fiepa reouine wnt paid < 
ef Woe LP 


The writing is bad, likewise the spell- 


ing. Defendant contends that the amount 
written is “nine hundred and sixty dol- 
lars,’ with the word “hundred” mis- 
spelled, and that the figures are erroneous. 
Plaintiff contends that the writing is 
ambiguous and that for that reason the 
figures control. The trial court, trying 
the case without a jury, found that the 
written portion of the note contains the 
words nine “houndred” and sixty dollars 
and gave judgment only for that amount. 
Bonn v. Maertz, 188 N. W. 262. 


BuILpING AND Loan ASSOCIATION DEAL- 
ING FOR PROFIT WITH PusLic USING 
METHODS OF ORDINARY SAVINGS 
Bank Nor ENTITLED TO IN- 

COME TAX EXEMPTION 


Section 231 (4) Revenue Act of 1916, 
exempts “domestic building and loan 
associations and cooperative banks with- 
out capital stock, organized and operated 
for mutual purposes without profit.” It 
was claimed by the Government that the 
plaintiff building and loan association 
does a banking business under the guise 
of a building and loan association, and, 
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as such, is not entitled to income tax 
exemption by the defendant, that its 
activities are no broader than those per- 
mitted to be exercised by such associations 
organized under the laws of Ohio. 
General Code of Ohio, 9643, et. seq. 
The court held that a building ‘and loan 
association that puts aside the attribute 
of mutuality, and whose primary design 
is not to be an instrumentality of mutual 
helpfulness among its contributors in 
saving and borrowing for home owning, 
but whose object is the receiving of de- 
posits from and lending money on interest 
to the public for profit of the stock- 
holders, is not in the exempt class. The 
Lilley Building and Loan Company uv. 
Newton M. Miller, as Collector of 
Internal Revenue, etc., Dist. Ct. of U. S., 
So. Dist. of Ohio, Eastern Div. 


INHERITANCE Tax—MuniciepAL Bonps 
INCLUDED IN DETERMINING AMOUNT 
oF INHERITANCE TAX 


This action was brought to recover part 
of an amount assessed as estate tax under 
the Act of September 8, 1916, and paid 
by plaintiff as executrix of the estate 
of Kate B. Kingsley. In determining 
the net value of the estate upon the 
transfer of which the tax was imposed, 
the collector had included bonds issued 
by political sub-divisions of the State of 
Pennsylvania. The executrix claimed that 
to include these municipal bonds was in 
effect to tax ee tape Se the Federal 
Government is power- 
less to do. Held: The 
Federal Government 
has power to tax the 
transmission of lega- 
cies and the transfer 
of the net assets of a 
decedent’s estate. The 
estate tax imposed by 
, the ‘act=ot 1916" i1se2 
duty or excise, and 

not a direct tax like 
that on income from 
municipal bonds. <A 

state may impose a 
legacy tax on a 
bequest Shon consists wholly of United 
States bonds. Likewise the Federal 
Government may impose a succession tax 
upon a bequest to a municipal corporation 
of a state, or may, in determining the 
amount for which the estate tax is as- 
sessable, include sums required to be paid 
to a state as inheritance tax, for the 
estate tax is the antithesis of a direct tax. 
Municipal bonds of a state stand in this 
respect in no different position from 
money payable to it. The transfer upon 
death is taxable, whatsoever the char- 
acter of the property transferred and 
to whomsoever the transfer is made. It 
follows that in determining the amount 
of decedent’s net estate municipal bonds 
were properly included. Greiner v. 
Lewellyn, 42 Sup. Ct. 324. 
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The Greatest Convention 


This year’s convention of the American 
Bankers Association, New York, Oct. 
2-6, will probably be the greatest in the 
history of the Association. If you have 
not yet made your hotel reservations im- 
mediately write or wire your require- 
ments. 


HE state vice-presidents to serve 
the Division during 1922-23 thus 
far reported by state secretaries 
are as follows: 
Alabama—E. F. Ladd, president Mer- 
chants Bank, Mobile. 
Arizona—C. W. Gibson, 
treasurer Phoenix Savings 
Trust Company, Phoenix. 
Arkansas—E. §. Rodman, cashier 
Bankers Trust Company, Little Rock. 
California—William Rhodes Hervey, 
vice-president Los Angeles Trust and 
Savings Bank, Los Angeles. 
Connecticut—George S. Beach, vice- 
president Bristol Trust Co., Bristol. 
Florida—Dr. Louis A. Bize, president 
Citizens-American Bank and Trust Com- 
pany, Tampa. 
- Georgia—George B. Pendleton, secre- 


secretary- 
Bank and 


tary-treasurer Trust Company of Georgia, ° 


Atlanta. 

Illinois—C. W. Terry, president Citi- 
zens State and Trust Bank, Edwardsville. 

Kansas—J. R. Burrow, Jr., vice-presi- 
dent and treasurer Central Trust Com- 
pany, Topeka. 

Louisiana—J. P. Butler, president Canal 
Commercial Trust and Savings Bank, 
New Orleans. 

Maine—H. W. Cushman, president 
Merrill Trust Company, Bangor. 

Maryland—W. Graham Boyce, vice- 
president Union Trust Company, Balti- 
more. 

Massachusetts—H. L. Sherman, presi- 
dent Merchants Trust Co., Lawrence. 

Michigan—C. H. Adams, assistant vice- 
president Union Trust Co., Detroit. 

Minnesota—W. <A. Stevenson, vice- 
president Wells-Dickey Trust Company, 
Minneapolis. 

Mississippi—J. G. Hickman, secretary 
City Savings and Trust Co., Vicksburg. 

Missouri—R. P. Rogers, vice-president 
and trust officer Liberty Trust Com- 
pany, Kansas City. 

New Hampshire—B. Q. Bond, treas- 
urer Rochester Trust Co., Rochester. 

New Jersey—William CC. Pearson, 
vice-president Fidelity-Union Trust Co., 
Newark. 

New York—N. I. Schermerhorn, presi- 
dent Citizens Trust Co., Schenectady. 

North Carolina—R. D. Douglas, vice- 
president Greensboro Bank and Trust 
Co., Greensboro. 

North Dakota—F. L. Goodman, presi- 
dent Northwestern Trust Co., Grand 
Forks. 

Ohio—P. J. Slach, vice-president Union 
Trust Co., Cleveland. 

Oklahoma—H. L. Standeven, vice-pres- 
ident and trust officer Exchange Trust 
Co., Tulsa. 

Pennsylvania—John W.  Chalfant, 
trust officer Colonial Trust Co., Pitts- 


burgh. 
Rhode Island—Henry C. Jackson, 
treasurer Slater Trust Co., Pawtucket. 
South Dakota—Tom Costello, vice- 
president Dakota Trust and Savings 


Bank, Sioux Falls. 
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Tennessee—D. *H. Griswold, 
American Trust and Banking Co., 
tanooga. 

Texas—Dick Ansley, vice-president 
Central Trust Co., San Antonio. 

Utah—J. Wm. Knight, president 
Knight Trust and Savings Bank, Provo. 

Virginia—Walker Scott, vice- -president 
Virginia Trust Co., Richmond. 

Washington—H.. Gye lucas 
Yakima Trust Co., Yakima. 

Wisconsin—Fred C. Best, vice-presi- 
ne First Wisconsin Trust Co., Milwau- 
ee. 


Committee on Cooperation with 
the Bar Reissues Former 
Suggestions 


The Committee on Cooperation with 
the Bar of the Trust Company Division, 
which is composed of Wm. S. Miller, 
vice-president of the Northern Trust Co., 
Chicago, Ill, chairman; Ralph Stone, 
president of the Detroit Trust Co., De- 
troit, Mich.; G. T. Stephenson, vice- 
president of the Wachovia Bank and 
cbruste Co wmhaleioh a Nee Gam inobertson 
Griswold, vice-president of the Maryland 
Trust Co., Baltimore, Md., and F. W. 
Denio, vice-president of the Old Colony 
Trust Co., Boston, Mass., met in New 
York on July 11 and 12. 

After reviewing the cases which the 
committee had handled and the efforts 
made to have members, generally, co- 
operate in carrying out the plans and 
purposes of the committee, it was decided 
to again call the attention of members 
to the subject matter of the six points 
published in the committee’s letter which 
was sent to members throughout the 
country in January, 1921. 

These points read as follows: 

“FIRST AND ForEMosT: ‘Trust com- 
panies should so conduct their business 
that all possible conflict of interest with 
lawyers will be eliminated. Therefore, 
when a client proposes to name a trust 
company as executor or trustee of his or 
her estate every effort should be made to 
have the attorney for the client draw his 
or her will and in all legal matters in con- 
nection with the administration of the 
estate the client’s attorney should, if 
possible, be employed. 

“SeconpD: Lawyers have complained 
more frequently than of any other one 
thing of trust companies advertising to 
draw wills, and this fact suggests the im- 
portance of trust companies giving care- 
ful consideration to the rights of lawyers 
when preparing their advertising ma- 
terial. 

“Tuirp: We believe it is good practice 
for trust companies to advertise freely 
among the legal profession in order to 
acquaint it with the real functions of a 
trust company, thereby demonstrating to 
members of the bar that the company 
deals primarily not in matters of law, 
but in matters of business, investment, 
clerical and accounting service, which do 
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not conflict with the profession of the 
lawyer, but really supplement and assist 
his work by relieving him of duties which 
he has neither the desire nor the office 
organization to perform. 

“FourtH: It would be well to enlarge 
upon the special investment service and 
experience which is required in passing 
upon the manifold variety of securities 
which are offered for sale and the fact 
that the facilities for investigating and 
reaching judgment upon these are pos- 
sessed by the trust company organization, 
a kind of office organization which is not 
practical for lawyers to establish. 

“FirtaH: Trust companies should freely 
tender the services of their various de- 
partments to members of the bar and in- 
vite them to make use of their facilities. 

“SrxtuH: In brief, actively endeavor at 
all times to maintain close and friendly 
relations with the legal profession in 
every possible way.” 

Any communications in respect to this 
activity should be addressed to the chair- 
man or any member of the committee or 
to Leroy A. Mershon, Secretary, 5 Nas- 
sau Street, New York City. 


At a meeting of the Committee on Staff 
Relations, held in New York on July 13, 
the data gathered from over seven hun- 
dred trust companies as a result of the 
committee’s questionnaire, was carefully 
analyzed. Plans were developed for dis- 
seminating information which is appar- 
ently much needed in all parts of the 
country throughout the coming winter. 
The personnel of the committee will 
probably be enlarged in order to function 
more broadly, as it is the purpose to call 
to the attention of each trust company 
the difficulties which now exist in groups 
of institutions and give a remedy for the 
correction of these difficulties. 


Where Gold Disappears 


Gold that goes to India is an economic 
loss, serving no practical ends, but dis- 
appearing from circulation there into the 
secret hoards of the natives, or being con- 
verted into trinkets. India, as often said, 
is the world’s great sink for precious 
metals. During the recent months the 
net flow of gold to India by way of 
London has totaled $20,000,000, in the 
face of a premium never less than about 
10 per cent. as compared with the pre- 
war Bank of England buying price, and 
at times in this period rising as high as 
15 per cent.; all of which is portentously 
indicative of the amount of gold India 
would absorb were it not for the restraint 
now placed upon the metal by govern- 
ments and the impediment of a high 
premium. 

These facts acquire, under present cir- 
cumstances, serious importance, in view 
of the world’s unequalled necessity for 
metal to strengthen its currencies—An- 
nalist. 


Onward March of the Small 
Depositor 


ARIED and interesting has been 

\) the editorial comment on the re- 

cent announcement through this 

JouRNAL last month that the re- 
ported savings deposits in the banks of 
the United States amount to $16,618,- 
595,000, or about one-third of all bank 
resources of the nation. 

The practical importance of this an- 
nouncement is the greater when we con- 
sider first that it is a cash item and not 
enlarged by pyramiding through the use 
of bank or other credit, and secondly it 
is a fairly stable deposit against which 
thirty days’ notice of withdrawal may 
generally be required. 

The Division is preparing two addi- 
tional tables which show respectively the 
distribution of the savings deposits in 
the different types of banks and that the 
number of accounts compares favorably 
with and probably exceeds the records of 
other countries for which comparable 
figures can be obtained. 

The ideal of thrift being reasonable ex- 
penditure and not hoarding of either cur- 
rency or bank credit, these figures may 
result in placing all campaigns for thrift 
and saving upon a plane which will have 
a stronger and more effective appeal to 
the great bulk of potential savers in 
America. 


Corrections 


Two errors have been noted in Mr. 
Woodworth’s article, “Fourteen Billions 
of Savings Deposits,” in our last issue. 

The total of “savings deposits” should 
be peel el itll instead of $14,015,- 

The per capita deposits for the entire 
United States should be given as $157, 
instead of $165. 

Corrected copies of the compilation 
may be obtained by addressing the Divi- 
sion. 


Data On School Savings 


The school year of 1921-1922 shows 
further strides in the educational project 
of school savings banking which is being 
fostered by this Division. 

The total number of pupils reported 
as participating is now 1,271,029, as com- 
pared with 802,906 in the previous school 
year and 462,651 in the second previous 
Nee. The total deposits are now $5,541,- 


Contract Loans Barred 


A Wisconsin court in effect sustained 
the State Banking Department and over- 
ruled the State Attorney General when 
it held that certain 3 per cent. loan con- 
tracts were investment contracts, although 
in form contracts for the sale of specific 
parcels of land, and that such form of 


contract was adopted for the purpose of 
evading the laws of Wisconsin relating 
to banks and to building and loan asso- 
ciations, 

California has barred the ordinary 
“Texas plan” by requiring a certain 
amount of capital stock, allowance of in- 
terest on all contract payments, reserve 
and other provisions. 

The rule in the state of Washington 
is that the contract loan companies must 
comply with the building and loan com- 
pany laws owing to similarity of general 
purpose. In one case where actuarial 
testimony was declared by the applicants 


Savings Bank Division 


Monthly Business Text 


VI. Meet non-banking com- 
petition for possible savings de- 
posits. 

Aim: To encourage more care- 
ful thought on expenditure for 
pleasure or investment, also to en- 
courage the “before you invest, 
investigate” idea. 

Plan: Coordinate your bank 
service with what potential de- 
positors believe to be their eco- 
nomic needs. 

Steps: It often requires excep- 
tional ability not only as a finan- 
cier, but also as an executive and 
as a salesman to assume control 
of the spending proclivities of the 
multitude that supports business 
projects which either waste or 
jeopardize savings on the plea 
that the best way to save is by 
going into debt. Every case dif- 
fers according to both the popular 
and the banker psychology, but, 

First, determine the volume of 
earned incomes, approximate the 
possible savings and study the 
objects of expenditure for other 
than necessary living expense, 

Second, ascertain the real value 
received from popular local “in- 
vestments,” the levels of interest 
charges and returns, and the 
waste from collection charges 
and unproductive overhead. 

Third, ascertain the extent to 
which bank custom, or false 
pride, or inadequate manage- 
ment, forces depositors into the 
hands of promoters, contract loan 
sharks, 10 per cent. building asso- 
ciations and others who invade 
the field of legitimate banking 
and subsidiary institutions. 

Wherever there is a bank which 
loses its deposits to outside inter- 
ests there is a case where facts 
both within and without the in- 
stitution should be analyzed most 
critically. 


‘Achievement Bureau” 


to be contrary to the facts, the court 
ruled that where all contract holders 
might not take advantage of any particu- 
lar option of the many permitted, if the 
contract did not stand up on any one of 
the options it was fraudulent, as the 
company had no control of the option any 
contract holder might avail himself of. 

A trial court in Oklahoma is reported 
to have sustained the state bank authori- 
ties in barring the sale of such loan con- 
tracts. 


Postal Savings 


William E. Buffington, Elizabethville, 
Pa., has been appointed director of the 
postal savings system following the res- 
ignation of Malcolm Kerlin. 

Estimated balances at the close of each 


of the following months are: 


April Serna eee $143,000,000 
May 22. ee ee 140,750,000 
JUNC ere ees 138,750,000 


The monthly postal savings bulletin has 
not been issued for the past few months. 


Washington’s Second Mutual 


The Continental Mutual Savings Bank 
of Seattle opened for business on July 1, 
1922; the business on the opening day 
amounted to 852 accounts for a total of 


$47,500. 


Achievement Clubs 


Among the most elaborate efforts to 
systematize the home and club work of 
children along thrift lines are the “Junior 
of the Eastern 
States League of Springfield, Mass., and 
the “Achievement Course” for the Ma- 
honing County School District, Ohio. 

In each an effort is made to encourage 
boys and girls to make their work and 
play more systematic and therefore more 
profitable. 


“Government Savings System” 


Total receipts from Treasury savings 
securities during the fiscal year ending 
June 30, 1922, were $69,368,775.20. 
Sales were stimulated by payment of 4% 
per cent. interest on five-year certificates 
and a campaign of paid advertising and 
nation-wide circularization (post free). 

Sales during the previous fiscal year 
amounted to $26,587,420.61. 

The present method for handling these 
investment securities has resulted in reso- 
lutions on June 23 by the Illinois Bank- 
ers Association, which are reported as 
follows: 

“The banks of our state, having sold 
vast amounts of government securities to 
the people of Illinois, are now somewhat 
surprised to find the government actively 
competing with banks for savings deposits 
through the offer of 4% per cent. United 
States Treasury savings certificates. As 


August, 1922 JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


ma 


This attractive floor is made up of 6x6 
inch light and dark brown Linotile with ===, 7#—— 
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== ra : ve black joints. Working spaces and —- | 
mu i) a =a a officers’ quarters, Diamond National | I | 
pear Bank, Pittsburgh, Pa. Walter J. d 
eget Bickel, Architect. 


Brain Work and Floors 


. ES is no doubt ‘that constant standing and walking on cold, hard, noisy floors 
produce fatigue which slows down mental action. In banks especially, comfort 
underfoot is so essential to alert and accurate brain work that, from the standpoint of 
personal efficiency, the floor demands as serious consideration as heating and ventilation. 


Every attribute of the completely satis- | made in tiles of various sizes and shapes and 
factory bank floor is afforded by Linotile— __ in eleven pleasing colors. Designs may be 
warmth, resilience, nonslipperiness, silence. | varied over a wide range to conform to 
In colors and design, Linotile floors accord areas of any shape or size and to harmonize 
with the dignity of the financial institution. | with any architectural treatment. Linotile 
They are dustless, easily cleaned, nonabsorb- _ can be laid over any smooth base. 


ent of ordinary liquids and perfectly sanitary. Pate preseeilt nor chin (craze or crack 


Structurally, Linotile is a composition of | and are remarkably tough and resistant to 
cork and wood flour, oils, pigments, etc., wear and abrasion. 


The 44-page book, ‘‘Linotile Floors,’’ contains complete information, 
specifications and color illustrations of designs and installations. 
Write for a copy and a sample tile—sent free on request. 


Armstrong Cork & Insulation Company, 176 Twenty-fourth Street, Pittsburgh, Pa. 


Also manufacturers of Armstrong’s Cork Tile 
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conservative banking could never permit 
the banks to compete against this high 
rate of interest on savings now being 
offered by the government, the effect of 
the government’s publicity campaign will 
doubtless be to draw considerable sums 
of money out of the banks, and this 
would not only seem to be a very great 
injustice to the banks, but would appear 
to be against the best interests of com- 
munities of our state, because such money 
as is drawn from our banks and invested 
with the government is withdrawn from 
the community where it should rightfully 
remain. We respectfully call the matter 
to the attention of Representatives of 
Congress and to the Honorable Secretary 
of the Treasury, and trust that this par- 
ticipation of the government in banking 
will be curtailed.” 

Similarly the Kansas State Bankers 
Association was recently reported to have 
sent out a request to the banks of that 
state to join in appealing to the Federal 
government to stop the selling of these 
securities, the organization declaring that 
more than $1,000,000 was taken out of 
Kansas during the month of February 
through the sale of Treasury and postal 
savings certificates, and that this practice 
of the Federal government is detrimental 
to the agricultural interests of Kansas. 


Industrial Savings Banking 


The plan of campaign for interesting 
employees in the industrial savings bank- 
ing plan known as the “Worcester Plan” 
heretofore outlined in the columns of this 
JournaL by J. F. Tinsley is as follows: 


1. A committee is appointed consisting 
of representative employees from the 
various sections of the shop and this com- 
mittee has complete charge of the cam- 
paign under the direction of the man- 
ager of the Employment Service Depart- 
ment. 


2. Enrollment cards are distributed 
through the committee to the foremen for 
all men who are not already in the plan. 

3. These cards are picked up on a cer- 
tain day by the committee and turned in to 
the Employment Service Department. In 
case the man does not wish to join the 
plan we endeavor to get his reason writ- 
ten on the back of his card, and these 
reasons can then be analyzed and taken 
into consideration at the next campaign. 


4. The departments not making a good 
showing are visited by “thrift salesmen” 
who endeavor to raise the average by 
getting more subscribers. 


5. The advertising of the campaign is 
by (a) bulletin boards, (b) announce- 
ment of the relative standing of the de- 
partments at the time of the campaign, 
(c) plant paper carries an article about 
the campaign and several articles on 
thrift in a previous issue, (d) thrift car- 
toon on the pay envelopes, (e) address 
by the general manager at weekly con- 
ference of foremen. 


“Ask Your Banker” 


A series of twenty advertisements has 
recently been used in the newspapers of 
Binghamton, N. Y., as the united effort 
of seven banks. 


The headings were such as: “YOUR 


BANKER IS YOUR _ FRIEND,” 
“WOULD YOU PAY $555 FOR $1?” 
“FINANCIAL POISON IN THE 
MAILS,” “A SCRAP OF PAPER FOR 
YOUR SAVINGS,” “HONEST DEAL- 
ERS IN SECURITIES, “THE ELU- 
SIVE LASS CALLED OPPORTUN- 
ITY,” “THE REA UR vee eee 
LEAKED,” “A BIG BUSINESS MAN 
WHO WAS FOOLED,” “GOOD SE- 
CURITIES NEED NO _ BRASS 
BAND,” “10,000 LOSE $2,000,000 IN 
STOCK DEAL,” “ARE YOU ON THE 
SUCKER I WiSinns 

The text explained how certain oil 
companies have paid dividends of 15 to 
20 per cent. without producing a gallon 
of oil, how sucker lists are purchased and 
exchanged, and other pertinent facts, each 
leading to the concluding advice to “ASK 
YOUR BANKER.” 

The bankers declare the results to be 
extremely gratifying. 


British Postal Savings 


The post office savings banks of Eng- 
land are thus described by a government 
publication of that country: 

“The year 1861 saw a great develop- 
ment in facilities for popular saving. The 
Post Office Savings Bank was opened 
as a vast enlargement of the Trustee 
Savings Banks. On the opening day there 
were twenty clerks at the old General 
Post Office Savings Bank. The number 
now employed is five thousand. The first 
day’s deposits were £911. In 1920 the 
balance due to depositors amounted to 
£266,000,000. At the close of 1915 the 
balance due to depositors was £186,327,- 
574, so that, apart from the vast amount 
put by the small investors of the country 
into Savings Certificates in that period 
of boom in popular saving, nearly seventy- 
nine million pounds were put on deposit 
in the Post Office Savings Bank. More- 
over, the bank has stock and bond ac- 
counts to the amount of another £207,- 
000,000.” 
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In view of the various efforts by con- 
gressmen to obtain the use of U. S. 
postal savings for real estate loans, mu- 
nicipal purposes. industrial loans and the 
like, it is of interest to note that in 
England local authorities may borrow 
one-half of the sales of national savings 
certificates for subsidized housing and 
other purposes specified. The National 
Savings Ciummittee says that this arrange- 
ment ‘‘was a very important one, not only 
for the savings movement, but to local 
authorities, to whom it should prove of 
the greatest value, from a financial, social 
and economic point of view. It was the 
best incentive to local authorities to do 
everything possible to maintain the sale 
of certificates.” The circular of infor- 
mation suggested such local cooperation 
in encouraging the formation of local 
associations and the increase in the sale 
of certificates, and later the official pub- 
lication of the committee contains an 
assertion which we have heard more or 
less often in this country, “that in order 
that the stocks of the country should be 
increased and more production forth- 
coming, it was vital that everything 
possible should be done to increase the 
supply of the country’s capital, and such 
an increase could be achieved only through 
saving.” 


Morehouse Booklets 


At the session on savings bank adver- 
tising held during the Los Angeles con- 
vention of 1921, W. R. Morehouse called 
attention to the fact that newsnaners 
might appreciate general contributions on 


the subject of thrift and saving which ~ 


bankers can supply. He illustrated the 
point with short articles which he has 
been supplying to Los Angeles papers. 

Two series of those articles are now 
available in booklet form, entitled, re- 
spectively, “Rise Above the Crowd!” and 
“Thrift, the Highway to Success.” Sam- 
ples may be obtained from the author or 
from this office. 


Monthly Tendency in Savings Deposits 


Savincs DEposits Per Cent. Savings Per Cent. 
No. of July 1, 1922 June 1, 1922 Increase Deposits Increase 
Federal Banks Over Last July 1,1921 Over Last 
District Reporting Millions Millions Month Millions Year 
1 64 $1,097,919 $1,091,620 .05 $1,067,743 Paste! 
2 30 1,738,814 1,701,562 2a 1,672,087 3.9 
3 80 424,063 423,582 .O1 414,354 Zell 
4 18 381,994 377,299 1e2 386,350 1.4 
5 93 276,648 268,659 2.9 243,289 13a 
6 78 154,099 150,698 2B 150,251 2a 
7 189(n. b.) 751,070 737,848 Wests Vid; oO — .0 
8 3 115,556 114,341 1.0 106,343 8.6 
9 14 71,300 70,825 . 06 69,880 #30) 
10 60 81,769 80,379 Le, 75,614 Sa 
1 116 T2510 70,946 PR 66,619 Sat 
12 15 768,704 747,296 2E0 726,318 5.8 
Total 852 $5,934,512 $5,835,055 had $5,732,163 3.5 


(N. B.) Two banks previously included have been merged into one. 
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How a Burroughs with an auto- 
matic carriage simplifies your 


posting work 


The Motor Returned Carriage on the new Burroughs Auto- 
matic Bookkeeping Machine is just another step toward more 
efficient ledger and statement posting. It makes possible further 
saving in time, further elimination of chances for error, and 
prolonged life of bookkeeping equipment. 


Thousands of banks—already using Burroughs Bookkeeping 
Machines equipped with the Motor Returned Carriage—have 
found that an automatic carriage action makes possible— 


Gain in Accuracy 


through automatic selection of 
columns and the elimination of 
the possibility of posting in the 
wrong column. 


Gain in Speed 


through elimination of interrup- 
tions in routine work. The auto- 
matic carriage selects columns 
quicker than the average operator 
can do it by hand. 


Lessened Fatigue 


by saving the operator the effort 
of pushing the carriage by hand. 
It makes posting easier—and that 


Burrou 


Adding, Bookkeeping, Calculating, Billing 


means more consistent work and 
results in lessened labux turnover. 


Longer Machine Life 


through a smooth, easy, consistent 
carriage action that eliminates the 
usual wear and tear on hand-oper- 
ated carriages. 


Quieter Operation 


through the smooth, easy action 
of the carriage. 


Greater Flexibility 


making possible easy adjustment 
to different forms and wider use 
of your posting equipment. 
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A Burroughs will 
save you more time 
and money on your 
bookkeeping because 
it— 

Automatically 

prints the correct date and 


year where you want it with 
each posting. 


Automatically 

prints ciphers and punctuation 
—a remarkable saving con- 
sidering the fact that 25 to 40 
per cent. of all bank figuring 
is ciphers. 


Automatically 
extends the new balance with 
each posting—making possible 
a positive proof of correct 
posting every day. 


Automatically 


adds debits and _ subtracts 
credits. 


Automatically 

selects proper columns for all 
entries without attention on 
the part of the operator. 


Automatically 

designates totals, sub-totals, 
subtractions, overdrafts and 
closed accounts—symbols that 
designate those facts on car- 
bons as well as originals. 


Automatically 


shuts off motor when posting 
is completed. 


Besides having more auto- 
matic features than any other 
bookkeeping machine the 
Burroughs has—full keyboard, 
descriptive keys, electric drive, 
motor returned carriage and 
many other features that save 
time and attention on the part 
of the operator. 

The combination of these 
and the automatic features en- 
ables the Burroughs Automatic 
Bookkeeping Machine to more 
than pay for itself in time- 
saving alone. 


Ask for a 
Demonstration 


You'll want to see 
these improved ma- 
chines — you'll want to 
see how quickly and 
easily they will handle 
your own work. Your 
Burroughs salesman will 
be glad to show you— 
call him today. 


Use this Coupon 
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Burroughs Adding Machine Co. 
6030 Second Ave., Detroit, Mich. 


Please have a Burroughs 
man call to demonstrate the 
Burroughs Automatic Book- 
keeping Machine equipped with 
Motor Returned Carriage. 


Address? nena cr tareo on eta tconl 
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Dividends on Federal Reserve Bank Stock 


BILL to amend Section 7 of the 
A Federal Reserve Act has been in- 
troduced by Representative Ap- 

pleby of New Jersey. It proposes 


that paragraph 1 of this section shall be 
made to read as follows: 


“After all necessary expenses of a 
Federal Reserve Bank have been paid or 
provided for, the stockholders shall be 
entitled to receive an annual dividend of 
6 per centum on the paid-in capital stock, 
which dividend shall be cumulative. 
After the aforesaid dividend. claims have 
been fully met, the whole of the net 
earnings shall be paid into a surplus fund 
until it shall amount to 100 per centum 
of the subscribed capital of such bank, 
and thereafter 10 per centum of such 
net earnings shall be paid into the sur- 
plus. Any balance of the net earnings— 
that is, any balance remaining after the 
payments into the surplus fund have been 
made as aforesaid—shall be paid as fol- 
lows: An amount not to exceed 10 per 
centum of the paid-in capital of the Fed- 
eral Reserve Bank and not to exceed one- 
half of the said balance shall be paid to 
stockholders in extra dividends, and the 
remainder shall be paid into the United 
States Treasury as a franchise tax.” 


Benefits Are Immediate 


A hearing on this bill was held by the 
Committee on Banking and Currency of 
the House of Representatives, though 
nothing further was done. Almost the 
full effect of the amendment, should it be 
enacted into law, can be enjoyed by mem- 
ber banks now for the reason that last 
year marked for all but one Federal Re- 
serve Bank the attainment of a surplus 
equal to the subscribed capital as required 
by the Act, and hereafter only the 10 
per cent. of the net profits will be set 
over for that purpose. Last year, too, 
the maximum additional dividend pro- 
posed in the bill could have been paid 
despite the surplus requirement, but that 
was due to the large earnings which per- 
haps will not be duplicated for years to 
come. The profits this year will be in- 
adequate for such a large distribution. 


Larger Return on Stock 


The only change proposed in the law 
is the larger return upon the stock in the 
Federal Reserve Banks, and the conse- 
quent reduction in the sum due the gov- 
ernment as a franchise tax. The amount 
of the additional dividend proposed is 
under two limitations. It cannot be in 
excess of 10 per cent. of the paid-in cap- 
ital stock and it cannot be more than one- 
half of the net profits after payment of 
the regular dividend and the contribution 


to surplus. Several similar bills were 
introduced previously and one of them 
fixed the extra return to member banks 
at 8 per cent. Consideration of it, how- 
ever, disclosed its defect to be the definite 
percentage stated, for in some years the 
stipulated amount might not be earned 
and, unlike the regular dividend, the 
proposed one is not intended to be cumu- 
lative. 


Tax Was $59,974,466 


Last year the amount paid to the gov- 
ernment as a franchise tax was $59,974,- 
466. Had the Appleby bill been the law 
then the member banks would have re- 
ceived from this sum approximately 
$10,400,000 and the government that 
much less. The share received by the 
latter would have been greatly in excess 
of that going to the banks, though it 
would have been just about the amount 
that would have gone to the government 
had the Federal Reserve Board exercised 
the authority given it to levy an interest 
charge upon the Federal reserve notes 
not covered by the 40 per cent. gold re- 
serve. Such a charge the Board has 
never levied, it preferring to refrain 
from doing anything that might seem to 
restrict circulation necessary to the con- 
duct of business. 


This Year’s Earnings 


This year the system is expected to 
show earnings of approximately $20,000,- 
000. The regular dividend upon a capital 
of $105,000,000, reported in May, would 
be $6,300,000, leaving a balance of 
$13,700,000. Ten per cent. of this sum 
would be set over to surplus and there 
would remain for the subscribers and the 
government $12,330,000. In this instance 
10 per cent. of the capital could not be 
distributed to the banks as an extra div- 
idend, for that would be an amount 
greater than one of the limitations set in 
the bill, namely, “not to exceed one-half 
of the said balance.’ Therefore, the 
government would receive $6,165,000 as 
a franchise tax and the member banks 
would be paid a like amount, approxi- 
mating another 6 per cent. 


Lowest Annual Profit 


The greater the earnings of the reserve 
system, up to a certain point, the greater 
the additional dividends due member 
banks. With the capital of the reserve 
banks remaining as it is now, about 
$30,000,000 is the lowest annual profit 
upon which the member banks could re- 
ceive the full 10 per cent. of additional 
dividends contemplated by the bill un- 
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less the stipulation that at least a like 
amount shall go to the government 1s 
removed. 


Not Views of Members 


The language used in the bill does not 
necessarily express the views of the 
members of the committee. They have 
not passed upon it. This proposal is 
simply the effort of the author and some 
others to define a plan which would be 
attractive to banks not enrolled with the 
Federal Reserve System, and to treat 
more generously those banks which are 
members and upon whose capital the 
earnings are predicated. 


Due Notice to Shareholders 


A national bank was ordered by the 
Comptroller of the Currency to restore 
its impaired capital. On March 16 a 
notice was mailed to shareholders ad- 
vising of a meeting to be held on April 
14 to levy an assessment upon the hold- 
ers of stock. One of them claimed lack 
of due notice of this meeting and in- 
quired whether his position was correct. 

He was advised that it is a well- 
settled rule of construction that such 
notice includes the day upon which it is 
sent and excludes the one upon which the 
notice expires, or vice versa. That the 
force of this rule is not relaxed in in- 
stances such as this one was stated by the 
solicitor for the Treasury Department, 
who advised that in this case the thirty 
days’ notice required by the statute and 
by the Articles of Association was not 
given. 

Failure to follow the statute and the 
Articles of Association strictly might 
subject a bank to considerable trouble 
should it sell any stock belonging to a 
shareholder who did not attend the meet- 
ing and who declined to abide by the 
action taken. 


National Bank Directors’ Oath 


A bill to slightly amend Section 5147 
of the Revised Statutes of the United 
States was introduced in the Senate and 
has been reported favorably by the Bank- 
ing and Currency Committee. It simply 
provides that the oath of a director can- 
not be taken before any notary public or 
other officer who is an officer of the 
director’s bank. It states, too, that the 
oath upon being subscribed to and certi- 
fied by the notary public shall be trans- 
mitted to the Comptroller of the Cur- 
rency immediately and filed and pre- 
served in his office for a period of ten 
years. 


- 
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RAGE REBREEC RELY 


The ever widening circle of good Maxwell 
admirers is a tribute both to its superb beauty 
and its reliable, economical performance. 


The conviction is rapidly spreading that only 
in this car can there be found such sound value. 


Cord tires, non-skid front and rear; disc steel wheels, demountable at rim 
and at hub; drum type lamps; Alemite lubrication; motor driven electric 
horn; unusually long springs. Prices F.O.B. Factory, revenue tax to be 
added: Touring Car, $885; Roadster, $885; Coupe, $1385; Sedan, $1485. 


MAXWELL MOTOR CORPORATION, DETROIT, MICHIGAN 
MAXWELL MOTOR CO., OF CANADA, LTD., WINDSOR ONT. 


“The Good 


MAAWELL 
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Securities and Unsecurities 


porting the efforts of the Na- 

tional Association of Supervisors 

of State Banks and the Invest- 
ment Bankers Association to secure 
legislation that shall prohibit the sale 
of fraudulent or worthless securities 
without crippling corporations en- 
gaged in business that is legitimate, 
even though of more or less specula- 
tive character. What suggestions 
have you to make in connection with 
this subject? 


Te State Bank Division is sup- 


Among numerous answers to the fore- 
going inquiry the following are particu- 
larly interesting : 

CoLorapo—Your efforts, and those of 
the other agencies mentioned, are de- 
serving of great credit and should be 
continued. However, you are as one 
“crying in the wilderness” unless you can 
induce the banker himself to express his 
opinion upon the sale of these securities 
at the time they are being offered. It 
seems that few bankers have the courage 
to do so, but if there were some agencies 
which would assume the responsibility of 
investigation and report upon these secu- 
rities, their findings could be published 
by the local bankers and thus prevent, to 
a great extent, the actual sale of these 
securities. At the present time the bank- 
er’s advice is usually asked after the 
harm has been done or when glowing 
promises have not materialized. 

Montana—While I am not selling any 
securities that I consider doubtful or in 
the speculative class, I cannot believe 
that you can save people from their own 


folly. Men often come to me and say: 
“T have bought this. What do you think 
of it?” But they seldom come to me and 


say: “What do you think of this? Had 
I better buy it?” It seems to me that 
cartoonists are taking the proper method 
of attacking the buying of wildcat stuff, 
by making fun of it. The state bankers 
associations should keep up this work of 
education, but we have too many restric- 
tive and prohibitive laws now. 


CaLtForRNIA—It has always been fny 
opinion that before any bonds are allowed 
to be issued, except government bonds 
or bonds issued by some state, county or 
subdivision of some county, they should 
first pass a state bond commission. This 
commission should be appointive and be 
composed of men qualified to pass on these 
bonds or securities. No man should be 
allowed to pass on any bond or security 
where he has a financial interest. 


MicuicAN—A great deal of money is 
annually invested in stocks which have 
no value. I believe that the wealth of 
the country would be greatly increased 
by the working out of such plans whereby 
the supervision of these securities by the 
State Securities Commission would be 
more stringent. My belief is that the best 


way to curtail this is to take the appoint- 
ment of these commissions entirely out of 
politics and appoint men who understand 
the appraising and valuation of property. 


South Daxota—While many millions 
of dollars is taken from the public an- 
nually for “investment” in mining, oil, 
packing house and kindred wildcat proj- 
ects, the big drain on the resources of 
the country comes through the buying 
of so-called “investment securities” such 
as are being daily advertised by bond and 
brokerage houses nationally known and 
which are grabbed up by the suckers be- 
cause offered by nationally advertised 
concerns, and promise a high return in 
interest. I have before me a pamphlet de- 
scribing issues amounting to over $350,- 
000,000 and ranging from a nationally 
know mail-order house to some unheard- 
of railroad project in South Anmierica, 
with interest returns ranging up to 10% 
per cent. Presumably reputable bond and 
brokerage houses that offer and sell this 
kind of stuff to the public should be re- 
quired to guarantee both principal and 
interest. A stringent law requiring this 


Country Bank 
Investments 


The following general principles of 
investment, described by Vice-President 
Alvin P. Howard, of the Hibernia Se- 
curities Company of New Orleans, 
deserve careful consideration : 

“1. Municipal bond issues of ready 
marketability secured by direct unlimited 
tax of political subdivision, and maturing 
serially over not to exceed ten years. 
This class of bonds should be sufficiently 
well known and established to eliminate 
any risk as to prompt payment of inter- 
est and principal. 

“2. First mortgage bonds of corpora- 
tions that meet requirements of state 
laws governing investments of trust 
funds. The value should be twice the 
mortgage indebtedness, the net income 
should be at least three times the inter- 
est charges, and the maturity should be 
not over ten years and preferably serially. 
Well known corporation bonds are not 
always listed, but the bond house originat- 
ing the issue usually stands ready to 
maintain a market. 

“3. Short-time commercial paper ma- 
turing in ninety days, four months or 
six months of well-established commercial 
firms with ratio of current assets to 


current liabilities of at least two for one, 
and with sufficient capital and surplus 
to absorb unexpected losses in inventory 
of at least 15 per cent. thereof.” 
Bankers’ acceptances are also suitable 


investments for country banks. ‘‘Eight 
years ago,’ says the Bulletin of the Fed- 
eral Reserve Bank of New York, ‘‘Ameri- 
can bankers’ acceptances were not yet 
in existence. At present not only have 
they become familiar in eastern financial 
centers as a medium for investing short- 
time funds, but they are known and 
purchased in many parts of the country 
remote from this seaboard. In this way 
interior banks, business houses, and indi- 
viduals have assumed an important part 
in the financing of our foreign trade.” 
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would make the business less attractive 
and open a field for really choice issues, 
such as Federal Farm Loan bonds. 


SoutH CaroLina—This is a step in the 
right direction and if a workable plan can 
be devised I believe it will inspire a 
greater degree of confidence on the part 
of the public in worthy and necessary en- 
terprises that have to suffer for the many 
frauds that are perpetrated on it by un- 
principled schemers. I do not believe 
the different states should license the ir- 
responsible and unprincipled to prey on 
the credulity of others. Would it not 
tend to improve our situation along this 
line if all corporations or others who 
propose to do business outside the borders 
of their state should be chartered under 
the national laws, and then only after 
close examination of their officers and 
the business proposed? I believe that 
each state should refuse admittance to 
any corporation or business until it had 
investigated fully that it is worthy. 


ARKANSAS—The greatest menace to 
good, clean, legitimate business enterprise 
is the promoter of a gold mine in Lake 
Michigan or an oil well on Pike’s Peak. 
We think our investments should be con- 
fined largely to industrial development. 
In this latter class any well-founded un- 
dertaking can find room. We doubt se- 
riously whether stock in any wildcat un- 
dertaking should be approved by any 
state authority. Let venturesome capital 
go its fill and get the profit. We think 
the sturdy yeomanry can find a way to 
participate in any pursuit, at least indi- 
rectly, and by such indirection may be 
spared a disastrous plunge into an un- 
known pool. 


WASHINGTON—This safeguard is 
needed more all the time. The farmer is 
the easiest prey to this class of salesman- 
ship and the speculative stock on which 
big dividends is promised looks too good 
to him for his money comes only by hard 
work and long hours. A blue sky law is 
needed. 


ILtt1No1rs—It is my opinion that the 
law should be such that the victim can 
prosecute the man who has swindled him 
and put him in the penitentiary. It does 
not seem right that an honest dealer 
should be tied down with restrictions 
and hampered in the operation of his 
business simply to protect fools who are 
always making wildcat investments with- 
out consulting their banker. 


Cotorapo-—-I believe that the public 
sale of all stocks and securities should be 
under license, and that those which are 
legitimate though essentially speculative 
should not be denied a market. Such, 
however, should be sold for cash only 
and the personnel and records of the pro- 
moters should be most carefully scru- 
tinized and their advertising matter duly 
censored before any: license is granted. 


_ too severe. 


: 
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NesrASKA—A great service would be 
accomplish if the sale of fraudulent se- 
curities could be stopped. It seems that 
the greatest objection to legislation pro- 
hibiting sale of such is that same would 
also to a certain extent work a hardship 
on some legitimate organizations. We 
believe much greater good would be ac- 
complished by the prohibition of sale of 
the worthless kind of securities even if 
such legislation should, to some extent, 
damage legitimate business. Every 
worthless security sold reduces the con- 
fidence of the people in all business en- 
terprises. Could the worthless kind be 
eliminated the legitimate business would 
eventually profit greatly by the restora- 
tion of confidence towards business or- 
ganizations in general by the uneducated 
investing public. 


Itt1nois—Such legislation could not be 
If it were enacted we do not 
believe that the larger corporations whose 
business is legitimate and _ properly 
handled would have any trouble in se- 
curing funds that they might need to 
finance the business, 


Wyominc—Anything that will help is 
good. On our credit statements (we use 
the Federal Reserve Bank form very 
slightly modified) we ask the question as 
to what stocks have been bought, etc. 
We think it is good for ourselves. It is 
just possible that it might be good if put 
on the official forms. There are plenty 
of places where our customers would 
have been saved losses if it had always 
been there. In twenty-one years’ experi- 
ence we have never seen a person buy 
any stock from a smooth-talking stranger 
that he did not get stung. Speculative 
business will be financed by people who 
can and will thoroughly examine the pro- 
ject. No one else has a right to “throw 
his money in the sewer.” 


SoutH Daxkora—We would suggest 
that such corporations as are mentioned 
in this question be required to submit 
their books, properties, etc., to an ex- 
amining committee, whenever called upon 
to do so and that any corporation which 
could not show a clean bill of health be 
denied the privilege of advertising their 
wares for sale either publicly or pri- 
vately. The expense of such examination 
could be borne by the corporation exam- 
ined, even as the expense of bank exam- 
ination is borne by banks. 


. NortH CaroLtina—We are heartily in 


sympathy with the efforts to prevent the 
sale of worthless securities. We suggest 
a more extensive and general campaign 
by state associations through their mem- 
_bers and a more definite effort on the 
part of the state associations to secure 
_ legislation protecting innocent purchasers, 
and providing punishment for salesmen 
of such securities. 


CALIFORNIA—I think that a plan 
whereby all banks are advised by the 
Commissioner of Corporations with any 

_ information he may have as to the worth- 
lessness of securities that are being 
offered, would be a good deal of help. 


| ArKansAs—We certainly trust that 

some laws may be passed that will make 
| it absolutely impossible for any person or 
' persons to offer for sale fraudulent or 
_ worthless securities. It appears to. us that 
| this could be done by the states passing 


such laws that would make the sale of 
securities of this character almost im- 
possible in giving the Bank Commissioner 
more power, if need be, in the way of 
going into all the affairs of the organiza- 
tion offering the sale of these securities. 

NEBRASKA—It seems that there should 
be some national laws to govern the sale 
of worthless stock. The experience of 
the last few years has taken millions out 
of the hands of the small investor and 
worked a hardship on the legitimate firm 
that now tries to sell its stock. Most 
states have laws prohibiting the sale of 
such stock, but a national law would 
have a general effect, making it unlawful 
in every state and not permitted in one 
while unlawful in another. 


The Biggest 
Macaroni 
Factory 


Texas—The public enjoys being fleeced 
and will continue to be victimized by the 
purchase of worthless stock and securi- 
ties. It would seem that a possible relief 
from this annoyance would be the enact- 
ment of laws placing the sale of all stock 
and securities more directly under the 
supervision of state officials, either the 
Secretary of State or the Commissioner 
of Banking, and making the violation a 
penal offence. 

SoutH Daxotra—In connection with 
state supervision over the sale of stocks, 
we wish to suggest the consideration of a 
plan whereby no stock sold under author- 
ity of a permit from the Securities Com- 
mission in any state shall be valid within 
the jurisdiction of that commission until 
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in the World is in St. Louis 


T. LOUIS’ swift industrial growth has been co-incident 
with that of the Mercantile Trust Company, which 
has formed the connecting financial link between many 
business enterprises and their sound expansion. A con- 
tinuation of such assistance in the future development of 
St. Louis is our sincere purpose because along that course 


lies prosperity for us all. 


@. Our policy of friendly co-operation with American business 
interests has firmly established this Company in the minds of think- 
ing men, as the natural, logical financial authority in this vast field. 
We invite correspondence from concerns seeking banking connections 


in St. Louis. 


DEPARTMENTS: 


Real Estate Loan 
Real Estate 


Corporation 


Member Federal 
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Public Relations 


Mercantile Ti 
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Capital and Surplus $10,000,000 
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the same has been countersigned in the 
office of the commission. This would 
enable securities commissions to keep an 
accurate check on the amount of stock 
sold. It has been true in the past that 
many corporations which have been per- 
mitted to sell a certain amount of stock 
have used their permit as authority to sell 
an almost unlimited amount. There have 
been cases in this state where corpora- 
tions authorized to sell one million of 
stock have sold several millions on the 
same permit, and the State Securities 
Commission had no way of knowing that 
this was being done. The plan that we 
suggest might help to eliminate this dif- 
ficulty. Another suggestion along this 
line would be regarding the necessity of 
some national legislation to prohibit the 
sale of worthless stocks through the 
mails. As we understand it, there is 
nothing now to prevent any corporation 
sending mail into a state and selling stock 
in that state where in many cases they 
would be unable to obtain the Securities 
Commission permit to sell stock through 
stock salesmen. 


Kansas—Imprint in red ink on all ad- 
vertising, “Speculative,” where the ele- 
ment of risk is greater than on municipal 
bonds. Prohibit the employment of so- 
licitors in the selling of speculative secur- 
ities. Hang the originators of the fraud- 
ulent or worthless sorts. 


CoLorapo—There should be strict laws 
throughout the country for the purpose 
of prohibiting the sale of fraudulent or 
worthless securities, but it is sometimes 
difficult to discriminate between securi- 
ties that are worthless and those that are 
about to develop into very successful 
enterprises. It is very unsafe to enact 
iron-clad laws binding business in any way 
or limiting private enterprises. Only 
such laws as will prevent actual crime, in- 
cluding frauds, should be enacted. The 
development of oil lands and mining 
properties, and even irrigation enterprises, 
are ofttimes exceedingly speculative, and 
many securities issued by such companies 
prove to be worthless, but it is owing to 
this class of venturesome investors that 
this nation has been developed along such 
lines. Legislation that would stop such 
oe eau would be exceedingly harm- 

ul. 


Missourt—The Governor of each state 
should appoint a commission of three men 
to investigate and pass upon all issues 
of securities before they are offered to 
the public, the approval of the board to be 
a guarantee of faith and solvency. 


Kansas—It seems to me that it might 
be feasible for the American Bankers 
Association to adopt some method of 
maintaining a bureau for the business of 
investigating stock selling schemes 
through banks. Under this system banks 
would report all concerns starting opera- 
tions in their community and, forms would 
be supplied member banks on which to 
make inquiry about any concern wanting 
to sell stock or securities in their re- 
spective communities. This would estab- 
lish a clearing house for dissemination 
of facts concerning all companies, and 
there should be an arrangement whereby 
no member bank would sanction the 
schemes of any new concern until the 
Association had had time to investigate 


and had decided that the concern was a 
legitimate one. This would take some 
time, but I believe that it would save the 
country thousands of dollars annually. 
I am strong on the idea that some method 
should be devised to stop crooked stock 
sales all over the country. This might 
lead you to believe that I have been stuck 
on some such scheme, but will say that I 
have not, but have been tormented a 
great deal with such propositions, and 
have had some of my good farmer cus- 
tomers “stuck” by them. 


New Yorx—We are heartily in favor 
of any legislation that will curb the sale 
of worthless and unmarketable securities. 
We think the state laws are too lax in al- 
lowing anybody to organize a corporation 
without investigation of any kind. The 
writer has been of the opinion for a long 
time that every state should have a cor- 
poration department run on similar lines 
to the Banking Department, requiring the 
capital stock of all corporations, or a 
certain proportion of it, to be paid in be- 
fore a charter is issued. It is now alto- 
gether too easy to organize a company. 


Cotorapo—We are being legislated to 
death. I firmly believe that the people 
who invest in worthless securities do so 
knowingly. I do not believe this matter 
is within the scope of legislation and I 
might add, for the country’s sake, don’t 
use this Association to endorse any legis- 
lation until we are sure that the law is 
good and wholesome. Something must 
be done to curb the mania for making 
laws. The initiative of the American 
people is being destroyed by laws and 
propaganda, prohibition fanatics, labor 
fanatics, financial fanatics, religious 
fanatics and all kinds of parasites are re- 
ceiving more attention from the legisla- 
tors than the legitimate business man. 


IpAHo—Am very decided in supporting 
the National Association of Supervisors 
of State Banks in checking the sale of 
fraudulent or worthless securities. Of 
course, would assume that any legitimate 
securities, also the corporations or others 
who might be engaged in the selling, 
would be adequately protected from any 
harm in the plan that might be used 
in checking the issuance and sale of 
fraudulent and worthless securities. 


MicuicAN—This is a serious matter in 
every community. There are too many 
brokers desperate to make a commission. 
The investment bankers should act very 
strenuously in this regard. Selling se- 
curities should be held as a banking func- 
tion. This bank carries a prominent sign 
in its lobby cautioning people to use our 
sources of information before purchasing 
any form of security. Without cost, it 
bee saved a few from loss that we know 
of. 


Wisconsin—We believe this legislation 
should be adopted for the benefit of in- 
vestors, although securities should first 
be investigated before being purchased. 
We believe that it is more or less up to 
the individual bank buying the securities, 
rather than having a law passed for their 
protection. 


_ NortH Daxota—Our only suggestion 
is that the banks be notified of the names 
of the companies that are being used for 
the sale of fraudulent stocks, and that 


such information be given all possible 
publicity. Our section has already 
learned its lessons in those schemes, I 
think. 


NeEsRASKA—I. would suggest that no 
license be granted any people that want to 
put over a preferred stock corporation or 
anything that they themselves cannot 
finance. If their enterprise is a worthy 
one bankers will soon furnish the loan 
upon good security, and each man wishing 
to organize any new enterprise should be 
required to give his life history under 
oath and same should be thoroughly in- 
vestigated by responsible people before a 
permit is issued. 

NortH Daxota—We believe that by 
all means whatever can be done should be 
done to curb and eventually do entirely 
away with the sale and offering of worth- 
less, fraudulent or even speculative se- 
curities, and we further believe the pro- 
tection of individuals or corporations in 
this connection should be a secondary 
consideration at best, as an attitude of 
protection toward this class will, we be- 
lieve, encourage the evil, whereas a firm 
stand will discourage. 


Convention Calendar 


DaTE ASSOCIATION PLACE 
Aug. 18-19 Montatia meee Missoula 
Aug. 23-24 Kentucky.... West Baden 
Aug. 25-26 Nevada, 
Lake Tahoe, Calif. 
Sept. 7 Delaware ...... Rehoboth 
Sept. 13-14 Indiana so. Indianapolis 
Sept. 22-23 New Mexico..Las Vegas 
Sept. 26-27 Nebraska ..,.....Omahag 
Oct. 2-6 American Bankers Asso., 
New York City 
Nov. 10-11 Arizona" S.-eet e Bisbee 


Warnings by Radio 


The North Dakota Bankers Associa- 
tion has made arrangements with the 
Fargo Broadcasting Station (WDAY) 
to broadcast by radiophone all notices of 
-holdups, robberies and information useful 
for the protection of banks against loss. 
The information will be given in con- 
nection with the regular program of the 
station, whose hours of broadcasting are — 
12.15, 7.30 and 9 Pp. M. 


_ The Chatham & Phenix National Bank 
institution has purchased the Union Ex- 
change National Bank, at 295 Fifth Ave- 
nue, New York City. 


The Chatham & Phenix National Bank 


branch at Thirty-third Street and Fifth 


Avenue has been transferred to quarters 
in the Union Exchange National, which 
will be a branch of the Chatham & Phe- 
nix National Bank. 


The Chatham & Phenix National Bank 
has capital, surplus and profits of over 
$20,000,000, and aggregate deposits of 
$150,000,000. The Union Exchange Na- 
tional Bank has capital of $1,000,000, 
profits of $1,533,700, and aggregate de- 
posits of ‘$20,000,000, which gives the 
Chatham & Phenix National Bank re- 
sources of over $200,000,000. 
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Against Subtle and Dangerous Money Schemes 


M. A. Traylor, of Chicago, Chair- 
man of the Economic Policy Com- 
mission of the American Bankers 
Association, has appointed the fol- 
lowing members of the commission 
as a special committee to be known 
as the Banking and Currency Com- 
mittee of the commission: 


Paul M. Warburg, of New York, 
chairman; Charles A. Hinsch, of 
Cincinnati; Evans Woollen, Indian- 
apolis; Rudolph Hecht, New Or- 
leans; Waldo Newcomber, Balti- 
more. 


“Tt will be the purpose of this 
committee,” says Mr. Traylor’s an- 
nouncement, “to give special con- 
sideration to matters affecting the 
Federal Reserve System, especially 
to the various unsound proposals 
for amendment to the act. 


Dangerous Expansion Schemes 


“The committee will also give 
particular attention to the very sub- 
tle and dangerous schemes proposed 
by certain influential but ill-advised 
citizens for the expansion of the 
circulating medium of the country, 
such as are involved in the sugges- 
tions that the soldiers’ bonus be 
financed by government obligations 
which will circulate as currency in 
the ordinary channels of trade, and 
other proposals for the issuance of 
purely fiat money. 


“It is in order to enlighten the 
American public by having a body 
of men in whose financial experience 
and knowledge it will have confi- 
dence that responsible officers of 
the American Bankers Association 
have taken the step indicated. 


Printing Press Money 


“Never before in the history of 
the world has there ever been so 
striking an example of inevitable 
and fatal results of printing press 
money as is to be found in the cen- 
tral European countries at the pres- 
ent moment. 


“For the safety of American in- 
dustry and commerce it cannot be 
too often repeated that the collapse 
financially of the central empires 
was absolutely inevitable from the 
day they began financing their entire 


operations through the issuance of 
their printed promises to pay. It 
cannot be too forcefully emphasized 
that rich and powerful as this coun- 
try is, disaster would certainly fol- 


low in the wake of any wild period 
of inflation, such as would be cre- 
ated were some of the so-called 
currency panaceas actually put into 
practice.” 


Like Detroit’s 
Great Plants 


In Detroit—the fourth city—men have learned 
to keep abreast of today. They have learned never 
to hesitate in replacing even the semi-antiquated, if 


they would progress. 


This Bank has taken lessons from Detroit’s great 


manufacturing industries. 


It razed a fourteen story 


hotel building to make way for the above modern 


structure. 


Here every department is designed to speed and 
insure accuracy in the handling of the financial re- 


sponsibilities placed with us. 


Minutes are considered 


in the routing and dispatching of business. 
The Bank is like a great modern plant. 


With such facilities, this Bank is in first position 
to serve you in the Great Lakes Region. 


(Formerly First & Old Detroit National Bank) 


FIRST NATIONAL BANK 


D'E TR Ope 


MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


When writing to advertisers please mention the ‘‘Journal of the American Bankers Association,” 


HE Clearing House Examiner 
System has just been adopted by 
Detroit. Culminating a desire of 
twenty years, Detroit bank offi- 

cials, members of the Clearing House As- 
sociation, have finally agreed upon the 
installation of the Clearing House Sys- 
tem of Examination, and have selected 
Mark A. Wilson, Chief Examiner of the 
Chicago Federal Reserve Bank, as Ex- 
aminer. Mr. Wilson took up his du- 
ties July 1. In his position as clearing 
house examiner, he will have the author- 
ity to scan and analyze the books of all 
member banks of the clearing house as- 
sociation, particularly the credit file. 
Only Federal and state bank examiners 
have similar authority. It will be Mr. 
Wilson’s duty to check up on all loans 
made to either individuals or corpora- 
tions by the banks and where customers 
may be found overextended on loans he 
will recommend curtailment. In many 
other ways Mr. Wilson will be expected 
to guard member banks against transac- 
tions which might be inconsistent with 
sound banking practice. 


For Country Banks 


Several months ago a questionnaire 
was sent to the members of the State 
Bank Division, in which the following 
question was asked: 

“Is it practical, feasible or possible to 
apply to country banks any plan of ex- 
amination or any restriction of clearing 
house methods now used by city clearing 
house associations ?” 

The Clearing House Section, working 
in cooperation with the State Bank Divi- 
sion, prints herewith a number of the 
affirmative and negative opinions received 
from bankers in various sections of the 
country pertaining to this question. 


CoLtorapo (New Raymer )—Have never 
given thought to this matter, and see no 
urgency of it at this time, but my snap 
judgment is that examinations made by 
city correspondents would be good for 
both parties. 


ARKANSAS (St. Charles)—I do not 
think it will be possible to apply to coun- 
try banks any such methods of examina- 
tion or other clearing house methods used 
in cities. I am of the opinion that to do 
so would cause too much delay in 
handling transit items, etc., owing to the 
fact that country banks are too widely 
scattered. 


IpAHo (Kooskia)—We do not believe 
that the clearing house plan of examina- 
tion of country banks would be of any 
particular benefit, as it would be a vol- 
untary association and the places that 
should be reached would probably not be 
reached. 


WasHINGTOoN (Ferndale) — Country 
clearing house associations are practical, 
feasible and possible, in our opinion. We 
helieve that such a clearing house would 


Detroit Adopts the Ex- 
aminer System 


Population—1,000,000 
NUMBER OF BANKS IN CITY 


National Banks 
State Banks and Trust Com- 
panies 


Savings 


TOTAL BANKING FIGURES 
FOR CITY 

$360,000,000 

32,300,000 

465,000,000 


be a large benefit and could be operated 
inexpensively. 


Texas (Dallas)—Having been an ex- 
aminer, both state and national, for about 
ten years throughout the country, I be- 
lieve it practical to organize certain dis- 
tricts for the purpose of clearing and 
examining work. We could have a county 
clearing house and a county clearing 
house examiner, which would be worth 
considerable to all institutions within said 
district. 


_ Minnesota (Lanesboro)—Do not be- 
lieve it could be worked out satisfactorily 
on account of the distance between banks. 


WASHINGTON (Edwall)—The idea is a 
good one. It would have a tendency to- 
ward additional security, a check on 
reserves, and would guard against a bor- 
rower obtaining loans from more than one 
bank without due notice given all banks 
concerned. 


Ittinors (Lawrenceville)—At a gath- 
ering recently of representatives from 
practically every bank in this county the 
installation of a system of credit informa- 
tion available for all banks without 
informing any of the source of the in- 
formation was suggested. The idea 
seemed to meet a favorable reception, but 
as for practical installation the item of 
securing a high-grade man to look after 
the business and the expense involved 
seemed too large to push the matter 
along. Personally, we believe that the 
results to be obtained from installing 
such a plan as examination by the clear- 
ing house association and information on 
credits would be worth whatever it cost. 


CALIFORNIA (Culver City)—I am very 
much in favor of such a plan, but cannot 
see how it can be done practically. 


_Iturnots (Marshall)—We doubt get- 
ting the banks to join voluntarily. State 
laws compelling every eligible bank to 
join the Federal Reserve System would 
do the work. 


Iowa (Carroll)—Yes, we believe that 
104 


a plan could be worked out. Iowa is 
pretty well organized into county bankers’ 
associations and since I am president of 
the association in this county, will add 
that we have been considering the mat- 
ter and believe it would be very accept- 
able to the better bankers of the county 
that some manner of clearing house be 
devised. 


Wisconsin (Madison)—It is not con- 
sidered practicable or even feasible that 
banks in towns of less than 25,000 should 
attempt to carry into practice clearing 
house association methods except for the 
clearing of checks or other local benefits. 
Bankers in small communities are not 
willing to conject their information to a 
committee where it may be used by com- 
peting banks. 


InpIANA (East Enterprise)—We do 
not believe it possible to apply the clear- 
ing house methods of examination to 
country banks in our locality. 


IpAHo (Middleton)—I do not think it 
feasible to apply clearing house methods 
to country banks. 


Kansas (Sedgwick)—Yes, and it is 
needed. First, in county units; second, 
arrange for exchange of information in 
adjoining counties. 


SoutH Dakota (Bradley)—We think 
that a method could be worked out that 
would allow examinations of various 
groups of banks so that they could be ex- 
amined in accordance with clearing house 
rules and it would be a very good thing 
for the country banks. 


Cotorapo (Agate)—Leave the country 
banks alone. There has been entirely 
too much interference with the operation 
of country banks already. 


Missourr (Webster Groves)—Stock- 
holders should be required to employ a 
certified public accountant to make an 


examination at least once a year. 


SoutH Dakota (Lily)—We would say 
emphatically NO for the reason that 
among country banks competition is 
much more personal and inquisitive than 
among city banks, where there is har- 
mony in the working out of cooperative 
plans through a clearing house. 


MIcHIGAN (Cadillac)—No. State ex- 
aminations and the insistence by the state 
that the directors shall examine carefully 
is enough. 


VircintA (Bowling Green)—It might 
be practical and feasible to apply a plan 
of examination and restriction of clear- 
ing methods to country banks, provided 
the county was taken as a unit and the 
banks therein consented to such an ar- 
rangement. 


Wisconsin (Fox Lake)—We believe 
a plan of examination and some of the 
methods used by city clearing house as- 
sociations might be worked out in country 
banks through county organizations. 
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Forma (South Jacksonville)—To us 
it appears a physical impossibility to apply 
any new plan of examination or any re- 
strictions of city clearing house methods 
to country banks. An increase in the 
efficiency of state supervision seems the 
best protection. It has been proved that 
the banks in states that have strict bank 
supervision are stronger and are better 
able to weather financial depressions than 
are banks in states with lax supervision. 


Texas (Fort Worth)—I do not think 
it feasible. 


Kansas (Gardner)—The only benefit 
of examinations would be in the line of 
credit. Country banks always know when 
their customer is doing all his borrowing 
with them and when they learn that men 
are borrowing from more than one bank 
the loan officers ‘should consult over the 
matter. More cooperation is needed be- 
tween country bankers, who imagine they 
are enemies. 


Vircinta (Richmond)—I think it is 
possible, but the expense incident to same 
would hardly make it practical. It would 
improve conditions, though. 


OKLAHOMA (Wann)—It might be 
feasible, but too costly for the benefit de- 
rived. 


Inu1nots (West Brooklyn)—We do not 
see how a form of clearing house exami- 
nation of country banks can be arranged 
for in the country. The present bank 
examiners seem to be about all that can 
be used. 


PENNSYLVANIA (Austin)—Would not 
consider it practical to apply any restric- 
tion on clearing methods of country banks 
or other regulations than those imposed 
by Federal Reserve requirements. 


Inurno1s (Litchfield)—We would like 
to see some sort of an examination of 
country banks after the manner now in 
vogue in the cities by the clearing house 
associations, say in county units. Our 
main reason for wanting this is to get a 
check on our borrowers, so that we would 
know how much paper they have out- 
standing. 


South Daxota (Grover)—Yes, I 
think it is practicable or possible to apply 
some plans of examination governing 
methods for clearing facilities which is 
similar to that used in clearing of the 
cities. However, this system must be 
governed by conditions applied to country 
banks. Otherwise it would form a hard- 
ship. 

NortH Carotina (Greensboro)—It 
seems to us that the best plan for securing 
for country banks the benefits now en- 
joyed by city clearing houses is to have 
an all-time secretary, one of whose duties 
should be to procure and retain in his 


office information available for member 
banks. 


M. W. Fitz, president of the Farmers 
Savings Bank, Manson, Iowa, has been 
appointed a member of the Committee on 
Membership of the A. B. A., to succeed 
E. B. Wilson, resigned. 
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Good Service 


is Good Banking 
«Heres the Answer 


One Finger 


In One Second 
Pays Coins 


In Any Amount 
Desired. 


New Improved 


Standardized by Dankers Everywhere 


and the required 


Touch One Key with One Finger coins are paid. 
Baek of the Key is a highly developed and wonderfully con- 


structed machine, ten times faster than the 
head and hand method. It automatically computes, selects, counts and 
delivers coins in combinations from one cent to one dollar. 


There are over 26,000 Brandts in use serving the paying teller or unit system 
teller’s windows, automatically, instantly and accurately handling coin trans- 
actions, making it necessary only to count currency. 


Brandt users measure service to customers by seconds. Good Service Is 
Good Banking. 


Write for Free Booklet, ‘‘When Minutes Mean Dollars’’ 


BRANDT AUTOMATIC CASHIER 


Serving Bankers, Retailers, Paymasters 
Brandt Manufacturing Co., Executive Offices and Factory, Watertown, Wis. 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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Capital, Surplus 


and 
Undivided Profits 


$20,114,903.48 
7,371,563,71 
25,468,303.44 
160,326,405.68 
15,287,520.37 
48,042,708.51 
13,176,578.82 
14,740,270.75 
53,700,974.48 
6,173,717.45 
257,272,643.66 
66,836,467.90 
93,810,060.64 
48,337,911.60 
36,669,675.77 
39,942,161.11 
23,267,323.46 
56,445,286.59 
384,354,806.22 
118,796,460.65 
56,856,256.18 
21,518,431.21 
126,749,756.14 
15,994,423.32 
39,690,151.59 
2,583,820.88 
10,263,930.24 
95,159,587.61 
3,919,098.15 
803,603,574.28 
37,819,815.14 
15,435,299.02 
176,913 ,840.00 
14,016,211.68 
14,986,119.79 
416,824,158.06 
27,253,120.76 
28,172,041.82 
19,729,989.67 
35,786,986.77 
66,630,424,30 
12,254,004.14 
11,989,822.18 
41,475,596.05 
20,727,551.16 
33,069,122.17 
56,297,227.69 
4,821,820.02 


Deposits, 


Including Certified 
and 
Cashiers’ Checks 


$81,832,717.06 
40,790,840.88 
99,655,346.35 
1,403,501,643.26 
90,106,277.34 
576,306,948.27 
62,562,043.69 
99,223,634.35 
166,956,490.12 
28,650,295.73 
1,565,839,151.43 
392,972,097.21 
556,978,734.79 
240,135,733.87 
164,562,135.56 
245,971,847.80 
230,528,612.40 
348,224,980.11 
2,052,603,388.56 
795,870,169.86 
419,949,336.99 
120,936,692.75 
668,652,819.06 
73,805,081.57 
227,137,286.67 
17,762,402.75 
149,340,024.96 
809,521,556.99 
16,737,486.28 
6,410,251,422.50 
182,245,959.56 
88,121,746.96 
1,195,222,111.00 
87,379,914.57 
93,678,558.17 
1,703,301,848.17 
302,514,013.07 
97,528,971.54 
141,253,132.29 
170,125,574.50 
240,740,498.30 
64,849,663.48 
120,570,582.50 
128,935,617.49 
135,548,733.60 
169,245,656.97 
410,688,336.03 
21,649,147.71 


Loans and 
Discounts 


$77,641,795.70 
33,729,057.16 
102,330,321.36 
940,147,644.02 
60,593,177.20 
283,952,459.22 
35,270,490.60 
66,937 ,932.44 
194,016,601.66 
28,283,023.14 
1,180,883,538.59 
323,014,445.63 
581,801,022.01 
222,745,327.70 
154,117,604.26 
199,359,621.64 
85,856,311.65 
132,124,506.33 
1,624,047,930.85 
343,782,142.19 
340,331,303,14 
108,142,105.08 
545,657 ,642.54 
72,110,037.68 
209,331,460.92 
14,081,972.79 
71,260,496.25 
292,594,735.48 
16,690,895.07 
2,403,384,643.95 
179,452,187.89 
102,530,426.39 
908,754,905.00 
74,175,681.80 
64,484,113.99 
470,092,347.34 
145,018,347.97 
117,352,944.31 
141,310,299.96 
154,246,718.12 
223,584,167.46 
58,785,530.91 
97,575,481.78 
140,691,444.24 
91,137,261.27 
146,417,187.50 
328,778,838.66 
19,977,716.88 


Bonds, Stocks, 
Securities, etc. 


$7,376,934.89 
6,984,130.18 
8,977,792.14 
393,534,662.12 
21,838,465.76 
260,350,123.95 
32,393,562.65 
15,252,692.34 
14,203,181.25 
3,843,652.80 
349,162,783.78 
70,648,879.59 
28,591,901.19 
19,471,417.11 
27,577,728.69 
30,496,213.26 
159,694,185.90 
171,971,625.94 
886,414,700.53 
465,341,465.56 
85,965,543.82 
18,245,453.61 
116,731,223.05 
9,787,129.50 
10,062,201.71 
2,109,059.12 
86,967,210.90 
524,012,956.14 
1,383,425.49 
3,818,587,108.78 
13,545,587.79 
5,789,600.28 
278,345,517.00 
10,965,110.35 
19,125,188.15 
1,027,352,378.65 
161,224,965.39 
9,660,853.42 
2,762,315.68 
15,468,547.77 
17,739,185.64 
11,754,100.56 
29,672,338.50 
18,091,879.66 
34,065,071.02 
30,615,106.25 
78,628,939.44 
1,320,064.67 


22,302 $3,700,677,924.31 $23,510,877,185.07 $14,108,585,847.71 $9,414,104,361.97 $28,808,553,357.84 
8,197 2,834,272,000.00 15,390,438,000.00 11,293,874,000.00 4,118,160,000.00 19,850,402,000.00 


14,105 $ 866,405,924.31 $ 8,120,439,185.07 $2,814,711,847.71 $5,295,944,361.97 $ 8,958,151,357.84 


6-39-19 °21,028 $2,899,662,677.73 $21,632,822,011.81 $12,257,134,526.40 $8,497,523,011. 


21,923 3,341,012,552.18 23,950,838,611.35 15,334,616,394.62 8,235,427,676.40 


22,705 


8,143 


Total 
Resources 


$108,698,082.68 
53,550,344.61 
142,663,940.46 
1,600,872,839.94 
108,702,770.70 
643,366,865.56 
78,088,170.74 
116,321,752.63 
266,497,976.52 
41,760,121.87 
1,911,424,971,10 
528,823,979.98 
722,633,449.53 
308,240,012.43 
219,829,659.83 
307,239,724.86 
260,228,730.49 
415,364,731.00 
2,607,491,006.23 
969,684,875.73 
503,591,585.23 
162,917,586.82 
851,765,037.37 
103,931,815.42 
282,161,803.59 
21,157,717.39 
163,772,851.33 
924,723,013.87 
22,606,954.92 
7,606,474,032.65 
240,252,669.77 
127,945,525.23 
1,430,574,198.00 
110,824,096.44 
112,949,764.08 
2,194,765,399.27 
341,796,990.09 
149,345,505.21 
183,805,730.46 
228,100,535.61 
333,896,253.88 
87,591,878.30 
135,243,905.06 
185,834,361.48 
163,552,914.01 
211,818,939.73 
487,903,331.89 
27,764,953.85 


§ 25,965,675,836.30 
29,191,455,648.43 


3,587,081,143.56 23,780,750,818.50 15,449,134,595.23 8,877,828,333.49 29,412,657,029.83 
22,302 3,700,677,924.31 23,510,877,185.07 14,108,585,847.71 9,414,104,361.97 28/808,553,357.84 


Ease $2,363,478,000.00 $15,924,865,000.00 $10,588,891,000.00 $5,047,521,000.00 $20,799,550,000.00 


2,622,075,000.00 17,155,421,000.00 12,396,900,000.00 4,498,771,000.00 22,196,737,000.00 


2,733,815,000.00 15,478,354,000.00 11,680,837,000.00 4,028,059.000.00 20,307,651,000.00 
8,197 2,834,272,000.00 15,390,438,000.00 11,293,874,000.00 4,118,160,4.9 00 19,815,402,000.00 
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30,499 
$6,534,949,924.31 
38,901,315,185.07 
48.658.955.357.84 


(Issued July, 1922.) 
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New Banks Organized 


ARKANSAS 


Cotton Plant—The Farmers National 
Bank. Capital, $25,000. President, J. 


' W. Hill; cashier, F. L. Maxwell. 


CALIFORNIA 


Beverly Hills—Beverly State 
Capital, $25,000. 

Hermosa Beach—The First National 
Bank. Capital, $50,000. President, R. E. 
Matteson; cashier, C. S. Thatcher. 

Lemoore—Bank of Lemoore. Capital, 
$50,000. 

Long Beach—American Savings Bank. 
Capital, $200,000. 

Los Angeles—Los Angeles Trust and 
* Deposit Company. Capital, $200,- 

Los Angeles—Second Avenue State 
Bank. Capital, $50,000. 

Los Angeles—Western State Bank. 
Capital, $300,000. 

San Andreas—Central Bank of Cala- 
veras. Capital, $100,000. 

Santa Monica—Santa Monica Savings 
Bank. Capital, $50,000. 

Sawtelle—The United States National 
Bank of Sawtelle. Capital, $50,000. 
President, William A. Reeder. 

Sierra Madre—Sierra Madre Savings 
Bank. Capital, $50,000. President, 
oo E. Allen; cashier, W. H. Ingra- 

am. 


Bank. 


Watts—The First National Bank. 
Capital, $50,000. President, O. Jensen; 
cashier, H. V. Snodgrass. 


CoNNECTICUT 

Hartford—Citizens Bank and Trust 
Company. 

Unionville—Unionville Bank and Trust 
Company. 

FLORIDA 

Pahokee—Bank of Pahokee. 
$15,000. 

Zolfo—Citizens Bank. Capital, $15,- 
000. President, John Collier; cashier, 
Florence H. Crews. 


Capital, 


GEORGIA 
Marietta—The Citizens National Bank. 
Capital, $100,000. President, M. L. Mc- 
NeelheSr.s) cashier, J, Die@orn 


. 


ILLINOIS 

Chicago—Builders & Merchants State 
Bank. President, G. Hallbom; cashier, 
John A. Sandgren. 

Chicago—The Douglas National Bank. 
Capital, $200,000. President, Pearl W. 
Chavers. 

Chicago—Prairie State Bank. Capital, 
$100,000. President, Ernest B. Tomlin- 
son; cashier, Arvid Q. Peterson. 
~ Chicago—Rogers Park Trust and Sav- 
ings Bank. President, Vernon C. Mc- 
Gill; cashier, Maurice W. Lane. 


which exist in men. 


tising. 


Of itself, advertising is little. 
the differences in it are the differences 


Just as some men are strong and 
virile and interesting, so is some adver- 
And just as some men are 
ineffectual and weak and boring, so is 
some other advertising. 


“Does it pay to advertise?” It pays 
those men who are keen enough stu- 
dents of the public to make it pay them. 
It pays those men who are truthful, 
sincere, interesting and believable. 


The Difference in Advertising © 
Is the Difference in Men 


And 


So when you judge advertising, judge 
it by how it is used and by whom— 
not of itself and of itself alone. 


Published by the Journal of the American Bankers Association 2 
cooperation with The American Association of Advertising Agencies 


It pays the men whose product 
deserves the payment, whose brains 
are keen enough to organize for suc- 
cess and judge enough of the human 
mind to know how to tell their story 
with sincerity and interest. 


Remember, an ugly man looks just 
as ugly in a mirror. 


Princeton—First State Bank. Capital, 
$110,000. President, C. H. Coll; cashier, 
D. W. Grant. 

Smithton—First State Bank. Capital, 
$25,000. 


INDIANA 


Gary—Commercial Trust Company. 
Capital, $100,000. President, John 
Brown; cashier, Perry H. Stevens. 

Gary—Washington Trust Company. 
Capital, $100,000. 

Indianapolis—T uxedo State Bank. 
Capital, $25,000. 

Lyons—Lyons Bank and Trust Com- 


pany. 

South Bend—Indiana Trust Company. 
Capital, $100,000. 

Terre Haute—Twelve Points Bank. 


Capital, $75,000. 


Iowa 


Jefferson—First State Bank. Capital, 
$60,000. President, M. G. Hufferd; 
cashier, F. J. Harned. 

Massena—Massena State Bank. Capi- 
tal, $25,000. President, Robert Angus. 

Swaledale — Citizens Savings Bank. 
Capital, $25,000. President, Mat Miller; 
cashier, Walter W. Duft. 


KANSAS 
Hope—Peoples State Bank. Capital, 
$20,000. President, B. A. Flack; cash- 
ier, E. T. Nelson. 


A 
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KENTUCKY NEBRASKA 
Creesboro—Bank of Creesboro. Capi- Newcastle— American State Bank. 
tal, $15,000. Capital, $25,000._ President, George I. 


Frankfort— Bank of Ft. Thomas. 
Capital, $25,000. President, Dr. Shaller 
Berry. 

Russell—Peoples Bank. Capital, $25,- 
000. President, T. N. Gilley; cashier, 
T. R. Richards. 


MARYLAND 


Chestertown—Citizens Bank. Capital, 

Fe 
MICHIGAN 

Alpena—Peoples State Bank. Capital, 
$25,000. President, Ernest W. Leavitt; 
cashier, V. W. Tourje. 

Lansing—City Savings Bank. Capital, 
$200,000. 


MISSISSIPPI 


Clarksdale— The Planters National 
Bank. Capital, $500,000. President, W. 
P. Holland; cashier, N. B. Sessions. 

Drew—Commercial Bank and Trust 
Company. President, T. D. Ricks; 
cashier, M. W. Erwin. 

PR amr Bank. Capital, $15,- 


Missouri 
Hale—State Bank of Hale. Capital, 
$25,000. 
St. Louis—The Missouri National 


Bank. Capital, $200,000. President, Ed. 
Mays; cashier, T. S. Baskett. 

St. Louis—St. Louis National Bank. 
Capital, $200,000. President, Thomas N. 
Karraker; cashier, R. R. Karraker. 


Parker; cashier, John Scwalbrand. 

Unadilla—The First National Bank of 
Unadilla. Capital, $25,000. President, 
B. A, Dutft-scashien i Ase butt: 


NEw JERSEY 

East Rutherford—The First National 
Bank of East Rutherford. Capital, $50,- 
000. President, Harry W. Foeller; 
cashier, E. C. Axtell. 

Hawthorne—Peoples Bank. President, 
James Lappin; cashier, Harry Dobler. 

Westwood—Westwood ‘Trust Com- 
pany. Capital, $100,000. 


New York 


Canaseraga—Canaseraga State Bank. 
Capital, $30,000. 


New York— The Capital National 
Bank. Capital, $2,000,000. President, 
Max Radt; cashier, W. L. Clow 


New York — The Lebanon Serna 
Bank. Capital, $250,000. President, J. 
A. Mandout; cashier, H. Y. Dyerberg. 

New York—The Lincoln * National 
Bank of New York. Capital, $2,000,000. 
President, A. S. Webb; cashier, Chas. 
E. Calhoun. 


NortH CAROLINA 
Oxford—Planters Bank. Capital, $50,- 
000. 
NortH DAKoTA 
New Rockford—State Bank of Eddy 
County. Capital, $30,000. - 
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OHIO 
Newton Falls—Newton State Bank. 
Capital, $25,000. 
OKLAHOMA 


Bokchito — First National Bank in 
Bokchito. Capital, $25,000. President, 
W. S. Works; cashier, L. W. Hughes. 

Britton—The First National Bank of 
Britton. Capital, $25,000. President, R. — 
M. Whisler; cashier, J. Ross Wildman. 

Bryant — First State Bank. Capital, 
$12,500. 

Chickasha — The Farmers National 
Bank. Capital, $100,000. President, M. 
F. Courtney; cashier, J. W. Wilson. 

Clayton—Clayton State Bank. Capi- 
tal, $10,000. President, A. N. Sicard; 
cashier, Neal Sims. 

Loco—The First National Bank. Capi- 
tal, $25,000. President, J. M. Robberson; 
cashier, Percy W. Newton. 

Pauls Valley—The Exchange National 
Bank. Capital, $50,000. President, Ed- 
win B. Cox; cashier, Fred H. Ward. 

Pawhuska— The National Bank of © 
Commerce. Capital, $50,000. President, 
Ed. T. Kennedy; cashier, W. O. Dilding. 

Snyder—The Kiowa National Bank. 
Capital, $25,000. President, A. F. Kee; 
cashier, F. E. Slader. 

Wilson—Producers State Bank. Presi- 
dent, B. F. Ward; cashier, C. R. Phillips. 

PENNSYLVANIA 

Brewerytown — Jefferson Title 
Trust Company. Capital, $50,000. 

Erie—Union Trust Company. Capital, 
$500,000. President, J. E. Reed; secre- 
tary, Harry Swenson. 


and 


NO ORDER TOO LARGE AND NONE TOO SMALL 


FOR OUR PAINSTAKING ATTENTION 


AMERICAN BANK SUPPLY CO, 


OPERATED AND CONTROLLED BY 
THORNTON-LEVEY CO. 


BANK OUTFITTERS 


SPECIAL 


100 LEATHEROID PASS BOOKS $3.95 


SOFT AND FLEXIBLE 


WRITE FOR A SPECIMEN BOOK 


INDIANAPOLIS, INDIANA 
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Gallitzin—Citizens Deposit Bank. Cap- 
ital, $50,000. 

Glenside — Glenside Trust Company. 
Capital, $250,000. 

Glenside—Glenside Title and Trust 
Company. (Conversion of Glenside Na- 
tion Bank.) Capital, $250,000. 

Middletown—Farmers Trust Company. 
Capital, $125,000. 

Philadelphia Womens Trust Com- 
pany. Capital, $125,000. 

Warren—Warren Community Bank. 
Manager, William E. Yeager. 


SouTH CAROLINA 

Fort Mill—First Trust Company. 
Capital, $10,000. 

St. George—The First National Bank 
of St. George. Capital, $50,000. Presi- 
dent, R. L. Klauber; cashier, C. D. 
Dukes. 

SoutH DAKoTA 

Tripp—Farmers and Merchants State 
Bank. Capital, $40,000. President, F. 
H. Hirsch; cashier, R. T. Hirsch. 

Winfred—Bank of Winfred. Capital, 
$25,000. President, G. L. Pine; cashier, 
J. E. Shirey. 


TENNESSEE 

Bristol—City Bank. Capital, $50,000. 
Jamestown—Farmers Bank. Capital, 
$20,000. 

Monterey — Union Bank and Trust 
Company. Capital, $40,000. 
Nashville—Jefferson Trust Company. 
Capital, $50,000. 

Paris—First Trust and Savings Bank. 
Capital, $10,000. 

Pikeville—Citizens Bank and Trust 
Company. Capital, $12,000. 


TEXAS 
Corpus Christi—State National Bank 
of Corpus Christi. Capital, $100,000. 
President, Vincent Bluntzer; cashier, 
George J. Merriman. 


WASHINGTON 
Bellingham—The American National 
Bank. Capital, $100,000. President, I. 
J. Adair; cashier, B. T. Drake. 
Garfield—The State National Bank. 
Capital, $50,000. President, A. P. John- 
son; cashier, E. C. Johnson, Jr. 
Kent—The Kent National Bank. Capi- 
tal, $40,000. President, W. H. Overlock; 
cashier, Charles R. Otey. 
Molson—Citizens State Bank. Capi- 
tal, $15,000. 
Seattle—Continental Mutual Savings 
Bank. 
WISCONSIN 
De Forest—Bank of De Forest. Capi- 
tal, $25,000. President, Joseph H. Ber- 
trand; cashier, C. B. Smith. 


Thousands of Bankers 


give their depositors these $1,000.00 insur- 
ance certificates, which protect against loss 
through check-raising, and thus make check- 
ing funds positively safe. 


Don’t simply trust to ingenious ways of 
protection. Insurance is best. Super-Safety 
Insured Checks give you this positive pro- 
tection, without added cost to you. 


These $1,000.00 certificated, and this “mark of 
safety” on the corner of your checks, constantly 
remind depositors of your great care and pro- 
tection of their funds, in other ways as well. 
Merchandise the idea of POSITIVE PROTEC. 
TION in every phase of banking. 


The Bankers Supply Company 
The Largest Manufacturers of Bank Checks in the World 


NEW YORK CHICAGO DENVER 
ATLANTA DES MOINES SAN FRANCISCO 


Insured in the 


HARTFORD 


against loss through fraud- 
ulentorfelonious alterations 
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There are frequent changes which come about through consolidations, mergers, liquidations and changes of title. 
Manager of the Association would appreciate receiving from members notice of an 
the membership list correct and giving publicity through the columns of the JOURNAL. 
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Membership Changes | 


August, 1922 — 


REPORTED FROM JUNE 25, 1922, To Juty 26, 1922, INCLUSIVE 


The Executive — 


y changes which occur, for the purpose of keeping 


Arkansas......... Wensettirace.. . oer Farmers and Merchants Bank suc- Ohio ee. ses oeee Daytonseeemee see West Dayton Commercial and Savings 
; ceeded by Bank of Kensett. Bank absorbed by City Trust and 
California........ Oaklandtpeneiees Bank of Italy Broadway Branch Savings Bank and will be operated 
changed to Bank of Italy Oakland as West Dayton Branch City Trust 
Branch. and Savings Bank. 
San Francisco....Park Union Foreign Banking Corpora- South Charleston. Bank of South Charleston succeeded by 
tion liquidating. First State Bank, 
Colorado... cee eee Bovine eee eee Farmers State Bank resumed. ; Oklahomans. BribeOnss.eemiins North Oklahoma State Bank succeeded 
District of Columbia...............Hamilton National Bank merged with by First National Bank. —— 8 _. 
Riggs National Bank. Dustin seeaneeee Dustin State Bank converted into First 
WUMOIs ween coors aay DOO Dinette teas First State Bank resumed. National Bank. 
Kanisas 0. cc eee Washington...... Farmers State Bank closed. ba wtOD:, 4. vetuts o's First National Bank has resumed 
Minnesota........ Lamberton.*..... State Bank of Lamberton reopened business. ‘ 
June 1, 1922. LOCOsc as serene Zee — = ce changed to First 
Mississippi....... Clarksdale....... Planters Bank succeeded by Planters : ational Bank. 
ne National Bank. s Parkhill iver eto Farmers State Bank closed. : 
Missourize een oe Grant City....... First National Bank converted into Oregon........... The Dalles....... French & Company, Bankers in 
Farmers Trust Company. : liquidation. . 
Se Souls eee Union Station Trust Company changed Pennsylvania..... Bellefonte........ Centre County Banking Company 
to St. Louis National Bank. mes Fp e closed for Bayidaons i ; 
Nebraska......... Osceola ..Surety State Bank changed to Farmers reeport......... Pak Ban bat Sake pO ee 
SParerBanik: ank and Trust Company. 
at : : : Lock Haven...... County National Bank purchased by 
News Wiorkseasse ee New York. ...... Atlantic National Bank consolidated Toco Havewetrnist@oncan 
with Bank of America . O& BNE es es 
¥ : Middletown...... Farmers Bank converted into Farmers 
New York....:. . Merchants Bank of Canada merged Trust Company. 
with Bank of Montreal. Philadelphia...... Business Capital Corporation  suc- 
New York... 2.0... Union Exchange National Bank pur- ceeded by Wilson Prichett and 
chased by Chatham and Phenix Company, Inc. 3 
: National Bank. South Carolina....Anderson........ Peoples Bank resumed. 
North Carolina...Aberdeen........ Farmers and Merchants Bank taken South Dakota..... Vankton. soon oe National Bank of Commerce liquidat- 
: over by Page Trust Company. _ ing. 
Fairmont........ Bank of Fairmont in hands of receiver. Texas............Corpus Christi.... First State Bank converted into State 
Leaksville;.-...... Boulevard Bank and Trust Company National Bank. 
changed to Leaksville Bank and Oakwood........ First State Bank succeeded by Guar- 
z Trust Company. anty State Bank. 
Sanford.......... Peoples Bank changed to Page VYVirginia.......... Richmond....... Old Dominion Trust Company merged — 
Trust Company. with National State and City Bank 
ORTOR ens a e700 eee ATL EON eee epee City National Bank consolidated with as State and City Bank and Trust — 
George D. Harter Bank. Company. 
Cleveland........ Clark Avenue Savings Bank taken Washington...... Gartield). fc... cs First State Bank succeeded by State 
over by Pearl Street Savings and National Bank. ‘ 
Trust Company and will be operated Hawaiig-t.. cas ses ELOme bali tae Guardian Trust Company membership q 


as Pearl Street Savings & Trust 
Company, Clark Avenue Branch. 


transferred to Bishop Trust Com- 
pany, Ltd. 


New and Regained Members from June 26th to July 25th, 1922, Inclusive 


Alabama 

First National Bank, Albertville 61-500. 
First National Bank, Athens 61-165. 
Dothan Bank & Trust Co., Dothan 61-84. 
State Bank of Elberta, Elberta 61-506. 
ent OR National Bank, Bufaula 
Bank of Hartselle, Hartsells 61-181. 
State Savings Bank, Mobile 61-34. 


Arkansas 
a Bank & Trust Co., Arkadelphia 
Bank of ‘Brookland, Brookland 81-302. 
Farmers Bank, Plainview 81-244. 
Bank of Sherrill, Sherrill 81-556. 


California 

San Bernardino 
90-1007. 

Citizens Bank, Harbor City 90-995. 

Citizens Trust & Savings Bank, Hoover- 
Pico Branch, Los Angeles 16-14. 

Citizens Trust & Savings Bank, Lincoln 
Heights Branch, Los Angeles 16-14. 

Citizens Trust & Savings Bank, Moneta 
ee 54th St. Branch, Los Angeles 

Citizens Trust & Savings Bank, Santa 
Monica Blvd. & Western Ave. Branch, 
Los Angeles 16-14. 

Citizens Trust & Savings Bank, West 
Highth St. & Vermont Ave. Branch, 
Los Angeles 16-14. 

Bank of Italy, San Pablo Ave. Branch, 
Oakland 90-7. 

Railroad National Bank, Roseville 90-959. 

Anglo-California Trust Co., Fillmore 
Branch, San Francisco 11-73. 

Anglo-California Trust Co., Market Jones 
Branch, San Francisco 11-73. 

Bank of Italy, Sunset Branch, San Fran- 
cisco 11-35. 

Bank of Italy, San Pedro, 90,998. 

Tamalpais Bank, San Rafael 90-217. 

aneicn National Bank, Santa Rosa, 

First National Bank, Watts 90-1000. 


Valley Bank, Barstow 


Colorado 


First National Bank, Aurora 82-375. 
Farmers State Bank, Cope 82-387. 


Connecticut 


Naugatuck Bank & Trust Co., Naugatuck 
51-161. 


Delaware 
Industrial Trust Co., Wilmington 62-14. 


District of Columbia 


Banking Trust & Mortgage Co., 
ington 15-105. 

Chevy Chase Savings Bank, Washington 
15-106. (Regained.) 

East Washington Savings Bank, Wash- 
ington 15-62. 

International Hxchange Bank, Washing- 
ton 15-108. 


Florida 


Bank of Laurel Hill, Laurel Hill 63-177. 

Metropolitan Savings Bank, Ocala 63-285. 
(Regained. ) 

Bank of Okeechobee, Okeechobee 63-300. 
(Regained.) 

Citizens Bank of Zolfo, Zolfo Springs, 
63-368. 


Wash- 


Georgia 
Bank of Cumming, Cumming 64-515. 


Pickens County Bank, Jasper 64-635. 
Farmers State Bank, Lumpkin 64-815. 


Planters Bank, Parrott 64-851. (Re- 
gained. 
Illinois 
P. W. Brooks & Co., 208 S. La Salle St., 
Chicago. 


First National Bank, Compton 70-1233. 
(Regained.) 
Indiana 


Fort Wayne State Bank, Fort Wayne 
71-32. (Regained.) 


State Bank of Francesville, Francesville 
71-753. 


Gosport Bank, Gosport 71-632. 

Henryville State Bank, Henryville 71-779. 

Otto F. Haueisen & Co., Indianapolis. 

Farmers Savings Bank, Muncie 71-68. 

First National Bank of Marshall County, 
Plymouth 71-399. . 

Farmers State Bank, Portland 71-337. 

Sellersburg State Bank, Sellersburg 
71-906. 

First National Bank, Wakarusa 71-1114. 


Iowa 


Avoca State Bank, Avoca 72-480. 

Farmers & Merchants Sayings Bank, 
Creston 72-150. 

Danville State Savings 


72-1275. 7 

First National Bank, Lineville 72-892. 
(Regained.) 

Lone Rock Bank, Lone Rock 72-1431. 
(Regained.) 

Union Savings Bank, Redding 72-1551. 
(Regained. ) 


Whiting State Bank, Whiting 72-1655. 
(Regained.) 


Bank, Danville 


Kansas 


First National Bank, Clay Centre 83-160. 
Peoples State Bank, Courtland 83-1111. 
State Bank of Esbon, Hsbon 83-658. 
Peoples State Bank, Ft. Scott 83-59. 
First National Bank, Fowler 83-599. (Re- 
gained.) 

Peoples State Bank, Le Roy 83-1270. 
First National Bank, McCune 83-1401. ? 
Farmers State Bank, Rexford 83-1394. ; 
Simpson State Bank, Simpson 83-694. 
are ts Savings State Bank, Topeka 


Louisiana 


Bank of Commerce, Gibsland 84-388. 
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THIS IS THE ONLY 
MACHINE THAT 


Will Protect ALL the 
Essential Parts of Your 
Check—The Paying Line 
—The Payee’s Name— 
The Numerals—and Will 
Prevent Dangerous Two- 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 
SNA 


THE SAFE-GUARD CHECK WRITER— 


me Vex 19520, A 


NEW YORK 


B.CAREFUL SONS 


THE CHATHAM and PHENIX NATIONAL BANK «30 
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100% PROTECTION 


(er Leto 


ME CITY OF NEW YORK 


SANNA ANNA 


Write for further details regarding 


Line Checks. 


Equipped with Automatic 
Self-Inking Device 


**Double Lock System’’ to 


SPECIAL SERVICE CHARGES 


form of Notice for the Convenience of Bankers 


FAILURE TO RECEIVE PRESENTATION 
FEE ON UNPAID ITEMS AFTER SERVICE HAS 
BEEN RENDERED BY BANKS has caused the 
State Bank Division of the American Bankers Associ- 
ation (of which this Bank is a member) to adopt the 
following Resolution relative to Collections and Re- 
quests for Rating—it being the general opinion of 
bankers that “the laborer is worthy of his hire,” 
and that banks should not be expected to perform 
these important duties without some remuneration: 


RESOLVED, THAT COLLECTIONS 
AND REQUESTS FOR RATING will 
have our prompt attention PROVIDED 
same are accompanied by the following fee 
IN ADVANCE: 


Collections 15 cts. each 


Requests for rating, mini- 
25 cts. each 


Unless such fee accompanies requests for 
this service the item will be returned with- 
out presentation or attention. This rule 
does not apply to Drafts with Bills of Lad- 
ing attached, or to Notes. 

We return the attached and call your attention to 
our rule. Fees accompanying collections will be 
credited as part of regular exchange charge on col- 
lections made. In complying with request for rating, 
all statements will be made upon information which 
this bank believes to be reliable, but further than that 


Unless You 


THE SAFE-GUARD CHECK WRITER CO., Inc. - 


Use This Double Lcck System Your Bank Account is at the Mercy of the 
Check Manipulator. 


3 BEEKMAN ST. 
NEW YORK CITY 


Your Bank Needs Distinctive 
CHIPPED GOLD 


SIGN TABLETS 


Signs that will identify your 
institution in a pleasing and 
impressive manner. That are 
easy to read, Co not tarnish and 
require no ‘polishing. Thou- 
sands of Banks are using our 
Chipped Gold Signs and every 
one will testify to their superi- 
ority in elegance, character and 
legibility. 

Our Book “‘Bank Signs’’ 

Sent Free 


RAWSON & EVANS CO., 


IRS?) 


| | AATIONAL : NATIONAL 


a 


711-713 Washington 
Blvd., Chicago 


LITTLE GIANT 
BANK DIRECTOR 


Striking, Enduring, Dignified, 
Cheap and Effective 
Advertising 


Sold to one bank only in any 
town or city. 


They bring local, as well as 


it assumes no liability whatever. 
Please keep for further reference. 


Copies of the foregoing card may be obtained upon application to 
State Bank Division, 
Bankers Association, 5 Nassau Street, New York City, N. Y._ Price, 
postpaid, fifty cents for the first 250 copies, seventy-five cents for 500 
copies, $1 for 750 copies, $1.25 for 1,000 copies. 


George E. Allen, Deputy Manager, 


York exchange with your order. 


Maryland 


Liberty Bank of Baltimore County, 
Gwynn Oak Junction, Baltimore 65-233. 


Massachusetts 


Worcester County Institution for Sav- 
ings, Washington Square Branch, Wor- 
cester 53-5. 


Michigan 


First National Bank, Boyne City 74-245. 
(Regained.) 


Nicol, Ford & Co., Inc., Ford Bldg., 
Detroit. 
State Bank of Port Hope, Port Hope 
74-798. 
Minnesota 
Goodridge State Bank, Goodridge 75-1183. 
(Regained. ) 


Citizens Loan & Trust Co., Mankato 75-40. 
Farmers State Bank, Sunburg 75-950. 
State Bank of Taunton, Taunton 75-953. 


American 


Please remit in New 239 Rock Street 


—— 


tourist, business if erected at 
principal crossings, Junctions and 
prominent points on highways 


entering your city. They Be advertise the city in which you live. | 
They are furnished with any lettering desired. 
merchants or any other class of business. 


LITTLE GIANT COMPANY 


Can also be supplied for 


E bli 1876 5 
sroished Mankato, Minn., U. S. A. 


Mississippi 
West Jackson Office, Merchants Bank & 
Trust Co., Jackson 85-30. 


Missouri 

Farmers Bank, Billings 80-597 

California State Bank, California 80-311. 

NS Bank of Cameron, Cameron 
80-2 

First National Bank, Cameron 80-251. 

Citizens Bank, Carl Junction 80-478. 

Farmers State Bank, P. O. R. F. Dz 
SN Ferrelview 80-1710. (Re- 


gained.) 
First ational Bank, Holden 80-1412. 
(Regained.) 
Holt Bank, Holt 80-805. 
Peoples Bank, Jerico Springs, 80-1615. 
J incr. Avenue State Bank, Kansas City 
Kearney Trust Co., Kearney 80-645. (Re- 
gained.) 
Bank of Knobnoster, Knobnoster 80-622. 
Bank of Leasburg, Leasburg 80-1059. 
Commercial Bank, Liberty 80-247. (Re- 
gained.) 


Bank of Marling, Marling 80-1088. 
gained.) 

Bank of Merwin, Merwin 80-1102. 

Hunter’s Bank, New Madrid 80-363. 

Pilot Grove Bank, Pilot Grove 80-633. 

Hamilton State Bank, St. Louis 4-95, 

West End Bank, St. Louis 4-86. 

Sheldon State Bank, Sheldon 80-1300. 
(Regained.) 

Bank of Gifford, South Gifford 80-851. 

Bank of Trenton, Trenton 80-1683. 

Bank of Wallace, Wallace 80-1244, 


Montana 
pas County State Bank, Cut Bank 983- 
Sunburst State Bank, Sunburst 93-416. 


Nebraska 


Exchange Bank, Wilcox 76-530. 
Home State Bank, Wilsonville 76-1137. 


Nevada 
Bank of Southern Nevada, Las Vegas 94- 


53. 
Virginia City Bank, Virginia City 94-52. 


(Re- 
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Yale Guarantees 
Protection 


OR more than half a 

century Yale Bank 
Locks have held unbroken 
records for security, strength 
and permanence. 

Yale Bank Locks com- 
mand respect. They are rec- 
ommended by the country’s 
leading vault engineers. They 
have the confidence of bank 
officials and clients alike. 

The installation of Yale 
Time Locks and Yale Safe 

Deposit Locks guarantees 
the safety of all that they 


Yale Side Shaft 


Combination Locks 
Yale Safe Deposit Locks 


Yale Made Is Yale Marked 


The Yale & Towne Mfg. Co. 
Stamford, Conn., U.S.A. 


protect. 
Be sure to specity: 
Yale Triple Time Locks 


New Jersey 


Chelsea Safe Deposit & Trust Co., Atlan- 
tic City 55-535. 

South Camden Trust Co., Camden 55-97. 

First National Bank of Hast Rutherford, 
East Rutherford 55-536. 

First National Bank, Glassboro 55-396. 

Totowa National Bank, Paterson 55-68. 

Louis Csipo, Banker, Perth Amboy 55-533. 


New York 


First National Bank, Buffalo P. O., Ken- 
more 501053. 

First National Bank, Lisle 50-954. 

Central Bank of Medina, Medina 50-411. 

Corn HMxchange Bank, Rector St. Branch, 
New York 1-45. 

Tilford & Gregory, 27 William St., New 


York. 
First National Bank, Roosevelt 50-1041. 
Exchange National Bank, Seneca Falls 
50-386. (Regained.) 


North Carolina 
Biltmure-Oteen Bank, Biltmore 66-755. 


North Dakota 


State Bank of Bowman, Bowman 77-230. 
(Regained.) 

First State Bank, Carson %7-535. 

Farmers State Bank, Leith 77-639. 


Ohio 


Curtice State Bank, Curtice 56-1291. 
The Firestone Bank, Lisbon 56-553. 


Oklahoma 


Albion State Bank, Albion 86-1188. (Re- 
gained.) 

First National Bank, Boley 86-688. 

Guaranty State Bank, Braggs 86-946. 
(Regained.) 

First State Bank, Canute 86-654. (Re- 
gained.) 

Farmers State Bank, Garvin 86-753. (Re- 
gained.) 

Exchange National Bank, Pauls Valley 
86-1192. 

Guaranty State Bank, Texola 86-625. 
(Regained.) 


Oregon 


Carver State Bank, Oregon City P. O., 
Carver 96-304. 


Pennsylvania 


First National Bank, Beaverdale 60-1501. 
Cee ee Bank, Campbelltown 60- 


First National Bank, Center Hall 60-1610 

Cornwells State Bank, Cornwells Heigh’ 
P. O., Cornwells 60-1583. 

Peoples Bank, Greensboro 60-1518. 

First National Bank, Jefferson 60-1505. 

Farmers Bank, Mercersburg 60-984. 

eto mD National Bank, Myerstown 60- 


Beaver County Trust Co., New Brighton 
60-520 


Interborough Bank, Norwood Station P. 
O., Norwood 60-1592. 

First National Bank, Orwigsburg 60-1289. 

Haddington Title & Trust Co., Philadel- 
phia 3-126. 

American State Bank, Pittsburgh 8-127. 

Farmers Deposit Savings Bank, Pitts- 
burgh 8-100. 

Liberty National Bank, Pittston 60-331. 

First National Bank, Portage 60-1307. 

Northeastern Trust Co., Reading 60-50. 

First reas Bank, Schaefferstown 60- 


1828. 
ee Trust Co., Shenandoah 60- 


First National Bank, Sipesville 60-1563. 
Farmers Bank, Woodbury 60-1399. 


South Carolina 


Exchange Bank, Meggett 67-586. 
Peoples Bank, Sumter 67-68. 


South Dakota 


Farmers & Merchants State Bank, Co- 
lumbia 78-653. (Regained.) 

Fairview State Bank, Fairview 78-539. 

Bank of Leola, Leola 78-279. 

Wakpala State Bank, Wakpala 78-801. 

Farmers & Merchants Bank, Willow Lake 
78-706. (Regained.) 

Winner National Bank, Winner 78-804. 


Texas 


Blessing State Bank, Blessing 88-950. 
First State Bank, Bremond 88-967. 
Guaranty State Bank, Cleburne 88-84. 
aaa National Bank, Cross Plains 88- 


First State Bank, Graford 88-1076. 

First National Bank, Harlingen 88-2039. 

B. V. Christie & Co., Houston. 

First National Bank, Irene 88-1111. 
(Regained.) 

First State Bank, Mart 88-326. (Re- 


gained.) 
Guaranty State Bank, Palestine 88-74. 
Utah 


Jordan Valley Bank, Riverton 97-91. 
(Regained.) 


Virginia 
Diccenses County Bank, Inc., Dante 68- 


Washington 
Burlington National Bank, Burlingtox 
98-136 


Citizens State Bank, Molson 98-447. 


West Virginia 


Buffalo Bank, Buffalo 68-385. 

Farmers Bank, Clarksburg 69-85. 

Commercial Banking & Trust Co., Park- 
ersburg 69-56. 

Bank of Quinwood, Quinwood 69-404. 

GR oe State Bank, Williamson 66- 


Wisconsin 


Abbotsford Bank, Abbotsford 79-431. 

State Bank, Honey Creek 79-561. 

State Bank, Madison 79-45. 

Milan State Bank, Milan 79-943. 

Marshall & Ilsley Bank, South Side 
Branch, Milwaukee 12-5. 

Citizens’ Bank, Monroe 79-207 


Farmers & Merchants Bank, Orfordyille — 


79-636. 
Poplar State Bank, Poplar 79-978. 
State Bank of Sheboygan Falls, Sheboy- 
gan Falls 79-319. 
Wisconsin State Bank, Superior 79-6. 
State Bank of Vesper, Vesper 79-704. 


Wyoming 
Amoretti, Welty, Helmer & Co., Bankers, 
Dubois 99-110. (Regained.) 


Canada 


Bank of Montreal, Banff, Alberta. 
Royal Bank of Canada, Calgary, Alberta. 


Mexico 
Deutsch-Sudamerikanische Bank, Torreon, 
Coahuila. 
Mercantile & Agricultural Banking Co., 
Nogales, Sonora. - ; 
Banque Francaise du Mexique, Merida. 
Yucatan. 


YOUR HOTEL 
IN NEW YORK? 


Bankers everywhere will 


take advantage of the excep- 
tional opportunities for counsel 
and for pleasure which this 
year’s convention of the Amer- 
can Bankers Association af- 
fords. 


The convention will probably 
be the greatest in the history 
of banking. 


Write or wire today to your 
hotel for reservations. 


American Bankers 


Association 
5 Nassau St., New York City 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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AMERICAN BANKERS 
ASSOCIATION 


SAVE YOUR BANK MONEY 


Do not cash checks for strangers 


{n opening accounts for strangers do not permit withdrawals 
against items before returns have been received. 


Before cashing checks bearing alleged indorsement of your 
depositor call up the depositor and see if he endorsed the check. 


If in doubt as to whether a check is genuine, before cashing, 


verify signature or call up depositor. 


If this ‘action is .taken 


and the check is a forgery, the presenter will leave the check and 


the bank in a hurry. 


OFFICES OF THE WILLIAM J. BURNS INTERNATIONAL DETECTIVE AGENCY, INC. 


’ CALrForNIA, Los ANGELES.—I. N. Van Nuys Building. 


CALIFORNIA, SAN FRANcIscO.—First National Bank Building. 
CoLorRADO, DENVER.—421 Cooper Building. 


_ District or CotumB1a, WASHINGTON.—500 Southern Building. 


GrorciA, ATLANTA.—921-22 Healey Building. 
ILtivois, CH1caco.—1050 Otis Building. 

Iowa, Des Motnes.—609 Observatory Building. 
Louisiana, NEw OrLEANS.—930-932 New Hibernia Bank Building. 
MaryAnn, BALTIMORE.—Fidelity Building. 
MASSACHUSETTS, Boston.—201 Devonshire Street. 
Micuican, DErroir.—Dime Savings Bank Building. 
Minnesota, Minneaporis.—McKnight Building. 
Missourt, Kansas Ciry.—Ridge Arcade Building. 
Missour!, St. Louts.—Railway Exchange Building. 
New York, BurFraLo.—D. S. Morgan Building. 
New York, New York.—Woolworth Building. 
Oxo, CINCINNATI.—1012 Keiths Theatre Building. 
Oxt0, CLEVELAND.—Swetland Building. 

OKLAHOMA, OKLAHOMA City.—908 Colcord Building. 


OreEGON, PorTEAND.—Yeon Building. 

PENNSYLVANIA, PHILADELPHIA.— Widener Building. 
PENNSYLVANIA, PirtsBURGH.—Commonwealth Building. 
TENNESSEE, Mrempuis.—Bank of.Commerce and Trust Building. 
Texas, Dattas.—Dallas County Bank Building. 

Texas, Houston.—Union National Bank Building. 

Texas, SAN ANTonro.—Gunter Building. 

Urag, SALT LAKE City.—301-302 Tribune Building. 
VIRGINIA, R1cHMOND.—Virginia Railway and Power Building. 
WASHINGTON, SEATTLE.—L. C. Smith Building. 
WASHINGTON, SPOKANE.—Old National Bank Building. 


FOREIGN OFFICES OF THE WILLIAM J. BURNS 
INTERNATIONAL DETECTIVE AGENCY, INC. 


CANADA, MontreaL.—Transportation Building. 
CANADA, VANCOUVER.—605 Vancouver Block. 
ENGLAND, Lonpon, S. W.—Crown Chambers, 5 Regent St. No. 1. 
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PROTECTIVE DEPARTMENT 


L. W. GAMMON, MANAGER 
Five Nassau Street, New York 


JULY PROTECTIVE WORK 


WARNING 
VERY SUCCESSFUL SWINDLER 


Will Operate in Some Large City with Forged Certified 
Checks Defrauding About Eight Banks 
in Large Amounts. 

An operator who has succeeded in swindling thirty-two 
member banks and one non-member bank out of $60,850 in 
the last three years, is expected to operate again within the 
next few months. This man only operates about twice a year, 
but in each operation realizes enough money to enable him 
to live very comfortably for quite a period. Every precaution 
should be taken so that bank tellers will be on the lookout for 
him, Warrants are in existence for his arrest and should he 
attempt to operate in your city he should be immediately 
placed under arrest and the nearest office of our detective 
agents notified by wire at their expense. The criminal is 
known to us as F. MAYER, alias J. J. Reed, alias Charles 
Becker, alias Th>mas Fuller, alias L. A. Brown, alias Martin 
Enderlee, alias Howard R. Harvey, alias Thomas Liggett, alias 
G. L. Bowman, alias R. A. Hatch alias John B. Hammond, 
alias Chester Page. He will probably use a different name 
in his next operation. His method is simple but well thought 
out, and the only way he will be caught will be through the 
exercise of extreme caution and watchfulness on the part of 
our bank members. 

Mayer has perfected a system peculiarly his own. He 
opens an account with about eight banks in a- good-sized city, 
then proeeceds to ‘‘kite’ checks When he has gained the con- 
fidence of the various banks where his accounts have been 
opened, he secures from one of the institutions a certified 
check, which is always covered with funds in the bank on 
which it is drawn and by whom it is certified. He then 
draws up seven or eight other checks which are exactly alike, 
on which he forges a certification stamp, carefully copied 
from the original check. Armed with these he makes the 


x 


rounds at his different banks where the fraudulent certified 
checks are accepted and immediately cashed. If one of the 
banks had been suspicious of the check and telephoned the 
certifying bank they would have learned that a check for the 
stipulated amount had been issued and certified. 

One safe way in dealing with this criminal is for banks to 
carefully look into references of those who open new accounts, 
as Mayer obviously gives references which will not bear close 
investigation. He has successfully operated in four member 
banks of Chicago, where in August, 1919, he secured a total 
of $8,000 through forged certifications. In December of the 
same year he defrauded four member banks in Milwaukee, 
where he passed four certified checks for $550 each. In the 
following month he opened three accounts in member banks 
of Brooklyn, N. Y., and forged and passed three certified 
checks for $1,450 each. In March of 1920, six member banks 
in New Orleans were defrauded in a like manner, the checks 
in that instance being for $1,800 each. In July, 1921, he 
operated in Boston, Mass., where he succeeded in defrauding 
eight member banks and one non-member bank by cashing 
forged certified checks in each one for $2,000 a piece. His 
most recent activity was in Baltimore, Md., where he victim- 
ized seven member banks by means of his fraudulent certified 
checks in the amount of $2,500 each. Mayer’s description is 
given as follows: 35 to 40 years of age, 5 feet 5 or 6 inches in 
height, 140 or 150 pounds, stocky build, sallow complexion, ~ 
light sandy hair, has the appearance of a German Jew and 
talks with a slight German accent. He usually wears a straw 
hat and dark clothes, he affects tortoise shell-rimmed or gold- — 
rimmed glasses. 

The success with which this criminal has operated will — 
undoubtedly prove his undoing eventually, but his capture will 
be expedited if all banks pay particular attention to the 
investigation of all“new accounts opened. His activities were 
also warned against in the April, 1920, and August, 1921, 
issues of the JouRNAL Supplements. A facsimile of one of 
the checks which he has passed is reproduced herewith. 
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Call this to the attention of your tellers and instruct them 
to endeavor to remember the handwriting. 


W. J. BAILEY, alias F. C. Collet, is operating with checks 
purporting to have been issued by the Falls City Bag Co., on 
the Louisville National Bank, Louisville, Ky. There is no such 
firm in Louisville as the Falls City Bag Company, and we 
are advised by the Louisville bank that they have returned 
numerous checks all payable to W. J. Bailey, purporting to 
have been issued by the above-named firm. To date he has 
not defrauded any member bank to our knowledge. We are 
unable to supply a description at this writing. 


SAMUEL BLATT defrauded a member bank in Topeka, 
Kan., by negotiating some checks which he stole from his 
employer, whose name he forged to them. Blatt is a window 
trimmer, card writer and clothing salesman by occupation. 
He usually visits the Young Men’s Hebrew Association in dif- 
ferent cities and is described as being about 30 years of age, 
5 feet 3 or 4 inches tall, weighs 125 pounds, dark hair, dark 


A. V. BROWN, alias C. M. Wandborg, alias Al. Brown. 
In the May, 1922, JournaL Supplement we published a warn- 
ing relative to this operator, and as he has continued his 
operations we again call attention to him. He is operating 
with worthless checks, usually in the amount of $1,075, drawn 
on the Mishawaka Trust and Savings Bank of Mishawaka, 
Ind. He has also used checks drawn on the Vashon State Bank, 
Vashon, Wash., and may use the check form of the Lassen 
Industrial Bank, Fall River Mills, Calif. Member banks 
have sustained losses through advancing funds to this indi- 
vidual against uncollected items and we would suggest that all 
banks be on the alert. It is alleged that this operator is an 
ex-chief of police of Sheridan, Wyo. He is described as being 
about 35 or 40 years of age, 5 feet 4% inches in height; weighs 
150 pounds; stocky build, ruddy complexion, blue eyes, sandy 
hair, well dressed; has the appearance of a Westerner. 


M. FIELD caused a member bank of Brooklyn, N. Y., to 
sustain a loss on a bogus check. On May 30, 1922, this indi- 
vidual opened an account with the member bank with a 
deposit of cash. During the month of June he made another 
cash deposit, also several withdrawals. On July 5 he deposited 
a check in the amount of $1,975, payable to M. Field, signed 
J. Levine and drawn on the First National Bank, Woodridge, 
N. Y. In due course this check was returned through the clear- 
ings marked “No account.” The bank sustained a loss 
because it allowed this man to withdraw funds against the 
above described check. Field opened an office in New York 
and also defrauded several firms dealing in platinum. In 
each instance he had three transactions with the firms he 
_ defrauded, paying for the platinum he purchased with checks 
drawn on the Brooklyn member bank. In his first transaction 
he always purchased two or three ounces of platinum, then 
purchased about five ounces, and in his last transaction he. 
secured about eight or ten ounces, and the checks he used 


On, Fee Lark, Ys 
Face Kandud ¢bhod L— 


to pay for this platinum were returned by the Brooklyn mem- 
ber bank marked “Insufficient funds.” We reproduce a speci- 
men of his handwriting herewith and his description is as 
follows: About 30 or 32 years of age, 5 feet 10 inches in 
height, weighs 175 pounds, dark complexion, neat dresser. 


D. H. HANNA, alias Ed. A. Hanna, is operating in Canada 
with bogus certified checks drawn on the Cleveland Trust 
Company, Cleveland, Ohio. He is described as follows: about 
38 years of age, 5 feet 6 inches in height, weighs 155 pounds, 
full face, dark hair gray behind the ears. 


ee 


W. R. HAYS. We have received information from a mem- 
ber bank that a man representing himself to be W. R. Hays 
is traveling through the country in a stolen Ford car, which 
he rented in Peoria, Ill., and passing bogus checks drawn on 
the Mercantile-Commercial Bank, Evansville, Ind. These 
checks bear a bogus certification of the bank named. To 
date checks have been received and returned to points in 
Illinois, Kentucky and Arkansas. We are unable to supply a 
description at this writing. 


A. J. HOLT defrauded a member bank of Kenwood Park, 
Iowa, by securing cash on a check payable to him drawn on 
the Continental and Commercial Trust and Savings Bank, 
Chicago, Ill., and purporting to bear the signature of Nat 
Drey. Holt formerly worked for the man whose name he 
forged, and as he has several blank checks in his possession 
drawn on the above-named bank, it is probable he will continue 
to operate. We are unable to supply a description at this 
writing. 


MRS. JOHN KELLEY. A woman using this name has 
recently been operating in Iowa against merchants with bogus 
checks in small amounts drawn on the First National Bank, 
Dougherty, Iowa. She is plainly dressed and about 30 years 
of age. This is the only description we are able to supply at 
this writing. 


ED. J. MAGIN, alias Francis M. Gordon, alias Donald C. 
Gordon, alias Roy Gordon, alias Howard Gordon, ete. A 
man whose true name is Ed. J. Magin and who is now using 
the above aliases, is operating rather extensively with bogus 
certified checks drawn on the Merchants National Bank, 
Hampton, Va. This operator’s father resides in Hampton, 
Va., which fact he sometimes mentions to prospective victims. 
He also claims to be a discharged Canadian soldier, having 
lost part of one of his legs in the service. 
In one instance he stated he had been in 
the Eighth Battalion of Winnipeg, Man., 
Regimental No. 4664. In 1913 Magin 
was sentenced to serve a term in the 
Minnesota State Penitentiary. During 
June, 1921, he was arrested at Roanoke, 
Va., returned to Durham, N. C., and 
sentenced to serve a term with the road 
gang. During May, 1922, he escaped 
from the road gang and is now wanted as 
a fugitive from justice by the Durham, 
N. C., authorities. We are advised that 
a warrant is also being secured in Har- 
risburg, Pa., by an individual whom this 


ED. J. MAGIN 
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Foss eain Wy. Corclon 
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man has defrauded. Member banks should be on the alert and 
cause this man’s arrest should he attempt to defraud them. 
His description is given as follows: 37 years of age, about 6 
feet tall, weighs 150 pounds, light complexion, -blue eyes, 
sandy hair, has a very noticeable limp in left leg. 


C. B. MILLS. This man has used various names, but 
invariably the initials “C” or “B,’ or both appear in the 
name of the payee. He is now operating with bogus checks 
purporting to have been issued by Eastman Bros. Nursery 
Co., drawn on the Bankers Trust Company, Indianapolis, Ind. 
There is no such firm as the Kastman Bros. Nursery Company 
in Indianapolis. The checks are always in small amounts. 
His description is as.follows: 62 years of age, 5 feet 10 inches 
tall, weighs 190 pounds, gray hair, fluent talker. 


CL Full 
Your 7A yg 


ALFRED PERRY, alias F. F. Marshall, alias J. Smith, 
alias Manuel Vierria, entered a member bank of Hayward, 
Calif., and stated that he wished to open a savings account. 
He presented five worthless checks drawn on another Hayward 
bank and requested that $75 be placed to his credit in the 
savings account and the balance be given him in cash, which 
was refused. This operator has the appearance of either a 
Portuguese or an Italian, and is about 28 years of age, 5 
feet 6 inches in height, weighs 150 pounds, dark eyes, dark 
hair; wore working clothes. 


W. 8S. SCOTT attempted to defraud a member bank at 


Bloomfield, N. J., by means of a bogus check in the amount 
of $750 drawn on the Massachusetts Trust Company, Boston, 
Mass. He deposited this check, but was unsuccessful in making 
any withdrawals against same. We have only a meager 
description, which is as follows: About 24 years of age, 
medium height, slender build, fair complexion. 


J. C. STEELE, alias B. Schupp, alias David Popjoy, alias 
D. A. Clark, alias ©. W. Robertson, recently victimized three 
Indianapolis, Ind., member banks. The method of operation 
was to open an account in these banks with small deposits 
of cash. The following day he deposited bogus checks drawn 
on the First National Bank, St. Louis, the Crocker National 
Bank of San Francisco, and the National Bank of Kentucky, 
Louisville, Ky.; then after waiting another day he again 
visited the banks and was successful in making withdrawals 
against these uncollected items. This man is described as 
being about 45 or 50 years of age, 5 feet 8 inches in height, 
weighs 200 pounds, stocky build, round red face, sandy hair. 


August, 1922 — 


DOROTHY E. ULRICH was successful in securing cash 
from a Hudson Falls, N. Y., member bank on a bogus check 
drawn on the Hershey Trust Company, Hershey, Pa. In- 
formation received would indicate that this woman has also 
endeavored to defraud other member banks by means of checks 
drawn on the Hershey Trust Company, in which institution she — 
never carried an account. We are unable to supply a descrip- 
tion at this writing. 


J. R. WILLIAMS, alias W. M. Leggett, defrauded a Dan- 
ville, Va., member bank by means of a bogus check. He 
represented himself to be a farmer living in the vicinity and 
first left with the bank for collection two notes, apparently 
secured by a deed of trust and properly recorded by the 
registrar of Beaufort County, N. C. Williams requested the 
bank to notify the maker of the notes that one was past due. 


Later the same day Williams returned to the bank and 


claimed that on his arrival home he found in his mail a check — 
in payment of one of the notes. He requested the bank to 
mail the note to the maker and place the amount to his credit, 
subject to check. A short time later he again returned to the 
bank and endeavored to secure cash for a check in a large 
amount drawn against his account. Inasmuch as returns had 


not veen received on the check deposited the bank declined 


to cash the check in question, but did permit the operator to g 
withdraw a small amount. Williams is about 40 years of age, 


5 feet 10 inches tall, weighs 145 pounds and has the appearance — } 


of a farmer. 


STOLEN BONDS 


We have been requested by a member bank of Seattle, 
Wash., to advise that the following described bonds were stolen © 
from one of their customers during a burglary: 


LIBERTY BONDS 


First Liberty Loan No. 2D4AS Tales Oh nae eee $100.00 — 
Third Liberty Loan No..*> 1106685..¢.2. 2 ace 50.00 
Third Liberty Loan No. 16316463,.2,/ 2 eee 100.00 
Fourth Liberty Loan No. H-04610688................ 100.00 
Fourth Liberty Loan No. G-05219727...............5 100.00 
Fourth Liberty Loan No. B-01468252..............:. 50.00 
Fourth Liberty Loan No. K-02964400................ 50.00 
Fourth Liberty Loan No. B-02482842..............5.% 50.00 
Fourth Liberty Loan No. D-03221104................ 50.00 
Fourth Liberty Loan No. J-01851519................ 50.00 
Fourth Liberty Loan No. H-01189898................ 50.00 
Fourth Liberty Loan No, E-01451435................ 50.00 © 


War Savings Stamp—Certificate No. 2577391, Series 
ED Men en mete ean Gein, Meohd Slo CA Se & 


MuNIcrIPAL BONDS 


Village of Bonners Ferry Idaho Municipal Light & 
Power 6’s, dated May 1, 1921, due May 1, 1941, 
Nos. 71 to 79, inclusive. 

Divide County, N. D., Funding 6’s, dated January 3, 
1922, due January 3, 1927, Nos. 1 to 20, inclusive, 4 
$1000 seaches.. saa cattee Sls ete Seach eee 20,000 

City of Seattle, L. I. D. No. 2837 (Admiral Way Pav- 
ing) 6’s, Nos. 999 to 1023 and 1052 to 1056, $200 
each 

Kootenai County, Idaho, Highway Dist. No. 4 6's, 
dated January 1, 1922, due January 1, 1942, Nos. 1, 
35D, 1, 9; Llyld5-1o and 49) Sil 000Rea ch essen ieee 9,000 
Any information relative to the above described bonds 


should be forwarded to this department or the Bank of Cali- 
fornia, Seattle, Wash. , 


3 1000%eaCh a. erase ee $9,000 


' 


. | 
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had defrauded during June. 


who were using bogus certified checks, 


August, 1922 


ARRESTED 


OLD EX-CONVICT ARRESTED 


Man Who Defrauded Many Banks Since His Release from 
San Quentin Arrested in New York City. 

In the June, 1922, JournaL Supplement we published an 
article giving the details of the operation of CHARLES E. 
MUNSON, listing some of his aliases, also reproducing his 
photographs and specimens of his handwriting. After negoti- 
ating with a firm in New York City, this man going under 
the name of John L. Collins, presented, on July 6, 1922, a 
check drawn on a Placerville, Calif., member bank, which he 
This is where he erred, as he 
was given a $20 advance on the check and told to return the 
next day for the balance. The New York firm immediately 
wired the Placerville bank. A reply was received that the 
check was worthless and that a warrant existed in Placerville 
for Collins’ arrest. The New York Police Department was 


_ notified and Collins was placed under arrest on July 7, 1922, 


when he called at the offices of the New York firm for the 
balance he expected to receive on the worthless check. 

Our detective agents were notified of the arrest and estab- 
lished the identity of John L. Collins as Charles E. Munson, 
with numerous aliases, who since his release from the Cali- 
fornia State Penitentiary at San Quentin on April 26, 1921, 
has victimized member banks in Washington, Oregon, Colo- 
rado, Kansas, Iowa and California. The various interested 
banks in these states were advised of the arrest by our agents 
and it was suggested to them that detainer warrants be lodged. 
Munson has been extradited to Placerville, Calif., for trial 
and detainer warrants should be lodged at that point. 


WILLIAM T. KIERNAN 


BOGUS CERTIFIED CHECK OPERATORS 
ARRESTED 


Clique Which Has Been Successful in Defrauding Many 
Banks Broken Up by Our Detective Agents. 

In the December, 1921, JourNaL Supplement we published 
an article relative to the operations of a clique of operators 
Our detective agents 
made a thorough investigation and warning circulars were 
sent to banks in all cities of any size in the states of New 
York, Connecticut, Rhode Island, Massachusetts, New Jersey, 
Pennsylvania, Delaware, Maryland and Virginia. 

On May 26, 1922, an official of a Buffalo, N. Y., member 
bank notified our detective agents’ representatives there that 
he believed one of the men we were looking for had an account 
in his bank. Immediate attention was given this matter and 
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WILLIAM T. 


SHEEHAN 


all Buffalo banks were notified. It was found that this clique 
of operators had opened accounts in eight Buffalo banks, which 
they evidently intended to defraud. Early in the afternoon 
of the same day an individual endeavored to cash a worthless 
check at one of these banks and was detained, our agents and 
the local police being notified. This man was placed under 
arrest and his true name was learned to be WILLIAM T. 
KIERNAN. Following his arrest he made a partial confession 
and implicated others. 

Our agents then used every effort to apprehend the other 
members of this gang and it was found that a man named 
WILLIAM T. SHEEHAN, who resided in Attleboro, Mass., 
had operated with Kiernan. An investigation was made at 
that point by our agents’ Boston representatives, cooperating 
with the local police department. During the night of June 
24 Sheehan was arrested by the Attleboro Police Department 
on information furnished by our agents. He was extradited 
to Rochester, N. Y., for trial and pleaded guilty. Kiernan 
also pleaded guilty when he-was brought up for trial in Buf- 
falo and both have been sentenced, the terms they received 
being given elsewhere in this issue. Our agents are still en- 
deavoring to apprehend other members of this clique, but no 
further operation have taken place since the arrest of 
Kiernan and Sheehan. 


KANSAS BURGLARS ARRESTED 


About 2 o’clock in the morning of June 27, 1922, burglars 
attempted to loot a member bank at Dighton, Kan. While 
working in the bank they touched off a burglar alarm, which 
was immediately answered by local officers and citizens. The 
posse gave chase to the burglars, who used an automobile, 


C. H. BARTON 
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and overtook them in the vicinity of Dighton. The posse sur- 
rounded the men and in the gun fight which ensued one of the 
burglars was killed and two captured. The two captured gave 
their names as C. H. BARTON and ARTHUR LANG. The one 
killed has been identified as being THOMAS MARTIN, who 
escaped from the Oklahoma State Penitentiary in March, 1916, 
he having been sentenced to serve forty years in that institu- 
tion. Our detective agents’ Kansas City representatives identi- 
fied Barton as being an ex-convict familiarly known as ‘‘Coun- 
try” Bates, who has served time for bank burglary. Our 
agents have also established the fact that these men were 
implicated in the burglarizing of member banks located at 
Mitchell, Fowler and Winona, Kan. 


ARTHUR LANG 


M. O. ARBORE caused a member bank of Houston, Texas, 
to sustain a loss by depositing worthless checks and being 
permitted to draw against same before returns had been re- 
ceived. Our detective agents’ Houston and Dallas representa- 
tives conducted an investigation and on July 14, 1922, Arbore 
was located at Fort Worth, Texas, and his arrest effected by 
our agents. 


CHARLES C. CHAMP, who defrauded member bankg in 
Oklahoma City, Okla., Dallas, Texas, and Santa Rosa, N. M., 
by means of worthless checks, was arrested by the local 
authorities in Winslow, Ariz., recently. He was returned to 
Los Angeles, Calif., for trial, where he had victimized a busi- 
ness firm on a worthless check. 


HARRY F. CHRISTIESON, alias H. C. Bell, alias H. C. 
Fisher, etc., defrauded a member bank of Fresno, Calif., by 
means of a forged check. The matter was reported to our 
detective agents’ San Francisco representatives who made an 
investigation and effected the arrest of this man at Fresno, 
Calif., on July 1, 1922. 


FRED CLAUGH, alias Charles Devan, alias William Leigh- 
man, alias Charles Leighman, alias J. B. Bremmer, alias R. E. 
Jones, alias Louis Meyer, alias John A. Barnes, alias Charles 
Bohn, a nineteen-year-old, very light negro youth, was ar- 
rested by our detective agents’ representatives in St. Louis, 
Mo., on a charge of passing worthless checks. He was appre- 
hended after he had endeavored to cash a worthless check at a 
member bank. He is now being held on the above charge for 
the grand jury. Bail of $5,000 was fixed, which he was 
unable to give. 


H. B. CRABTREE, alias C. L. Downey, recently opened an 
account with a member bank in Parsons, Kan., by depositing 
cash. Shortly afterwards he deposited several small checks. 
His work was so fast that the receiving teller became sus- 
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picious and immediately made an investigation of the checks 
deposited. After learning that they were bogus the local 
officers were notified and Crabtree was arrested by them. He 
is awaiting trial in Parsons at the present time. 


EARL W. DOOSING, alias George Zinn, defrauded a mem- — 
ber bank in Turlock, Calif., during November, 1920. Our 
detective agents’ San Francisco and Kansas City representa- 
tives made an investigation at that time, but were unsuccess- 
ful in locating the operator. They renewed their activities in 
1921, but still met with no success. On July 11, 1922, while 
one of our detective agents’ Kansas City representatives was 
in Chillicothe, Mo., he secured a clue which he believed would 
enable him to effect the arrest of Doosing. The California 
authorities were immediately requested to telegraph the 
Chillicothe authorities to arrest this man, and on July 12 
our agents’ Kansas City representative located Doosing in 
Utica, Mo., and effected his arrest. Doosing was taken to 
Chillicothe, where he was lodged in the local jail awaiting the 
arrival of a California officer to return him to that state. 


ROBERT DRAKE entered a member bank in Knappa, Ore., 
on June 17, 1922, and drawing a revolver, commanded the . 
cashier to hold up his hands. The cashier instead secured 
his own revolver and a gun fight followed. Drake was shot 
in the foot, but succeeded in jumping from a window of the 
bank. He was successful in running some distance from the 
bank and hid in the brush, where he was surrounded by a 
posse and surrendered. He later pleaded guilty to the bank’s 
charge and the sentence he received is given elsewhere in this 
issue. 


a 


J. C. EDIN, alias B. Barr, caused a member bank of Sui- 
sun, Calif., to sustain a loss on a worthless check in a gmall 
amount. This man was also successful in defrauding numerous 
merchants on the coast by means of his worthless checks. He 
was recently arrested at Bremerton, Wash., by the local 
authorities and is now awaiting trial at Tacoma, Wash., on _ 
the charge of a local merchant. 


M. S. EVINS recently defrauded a member bank in 
Okemah, Okla., by disposing of mortgaged property. The mat- — 
ter was reported to our detective agents’ Kansas City repre- 
sentatives and Evins was traced to Albertsville, Ala., where 
he was located by one of our detective agents’ Memphis repre- 
sentatives on July 3, 1922. 
Okemah for prosecution. 


HARRY FACARAS defrauded a member bank at Wells- 
burg, W. Va., by means of a forged check. His arrest was 
effected at Corning, N. Y., on June 23, 1922, by our detective — 
agents’ Buffalo representatives. He has been returned to 
Wellsburg tor trial. 3 


JIM FARRIS, alias John Polatos, recently defrauded a q 
member bank in Kansas City, Mo., by forging the signature of 


a depositor to several checks, which he negotiated. Our de 


tective agents were immediately notified and on July 19, 1922, § 
assisted by the local police department, they arrested Farris, 
who is at present in jail awaiting trial. 


GEORGE GARRETT. During the night of June 26, 1922, — 
a member bank at Cragford, Ala., was entered and an attempt — 
made to break into the safe. 
silver money was stolen from the vault. Our detective agents’ 
Atlanta representatives were notified, but before they could — 
arrive on the scene the local authorities had arrested George — 
Garrett in connection with this crime. This man stoutly 
maintained his innocence. 
successful in finding the coins which had been stolen from the 


He has since been returned to 


When this failed an amount of 


Our agents’ representative was 
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bank secreted in the woods in the rear of Garrett’s home. 
Garrett was then questioned by our agents’ representative and 
after denying his guilt for about an hour of questioning, 
finally broke down and admitted that he had robbed the bank 
without the assistance of anyone else and had hidden the 
loot in the place where it was found. 


DAVID O. HARRIS and JOSEPH W. FOLZ. Early in 
June, 1922, it was reported to our detective agents’ San Fran- 
cisco representatives that two local member banks had been 
victimized on several forged checks. An investigation was 
immediately started and the above-named men were sus- 
pected. Continued endeavors on the part of our agents finally 
resulted in Harris making a complete confession, with the 
result that he was placed under arrest on June 24. He ad- 
mitted stealing blank checks from his employers, also cancelled 
vouchers from which the forged signatures were traced, but 
stated that Folz had done the tracing and cashing of the 
checks. Harris further stated that Folz had gone to Chicago 
to his father’s home, but he did not know the address. This 
information was immediately telegraphed to our agents’ 


Chicago representatives, who were successful in locating Folz 


on June 27 and effected his arrest. 
extradition to San Francisco. 


NORMAN HOLLISTER, alias Arthur G. Townsend, alias 
Walter G. Townsend, alias H. G. Hallman, etc., defrauded 
member banks of Galveston and Houston, Texas, by means of 
worthless checks. His arrest was effected on March 28, 1922, 
by our detective agents’ Houston representatives. When his 


He was held awaiting 


‘ease was called, on June 14, he failed to appear, his bonds 


were forfeited and a capias was issued for his rearrest. 


A. KONDA. During January, 1922, a Japanese was suc- 
cessful in securing cash from a New York member bank on 
several checks which bore forged signatures of a depositor. 
Our detective agents made an extensive investigation and 
determined the identity of the operator to be A. Konda. 
Every effort to locate this man failed until our agents placed 
an advertisement in a local newspaper for a Japanese valet to 
work in a confidential capacity. Several replies were received, 
among them being cne from A. Kamada. From the hand- 


writing it was readily seen that A. Kamada was A. Konda. 


Proceeding to the address given on the application for the 
imaginary position, one of our agents’ representatives located 
Konda and effected his arrest on May 29, 1922. On June 27 
he was convicted, the sentence he received being given else- 
where in this issue. 


BEN LAMBERT caused a member bank of Stockton, Calif., 


‘to sustain a loss by means of forged checks. On June 21, 1922, 


he was located in Sacramento Calif., by one of our detective 


agents’ San Francisco representatives and placed under arrest 


by the local authorities. He was returned to Stockton, Calif., 
where he was positively identified by the bank’s paying teller. 


JOSEPH LEONARD and JAMES SHOMO. During the 
night of May 30, 1922, a member bank at Woodbine, Md., was 
burglarized and several thousand dollars secured. Our detec- 
tive agents conducted an investigation and cooperated with the 
Maryland state police. It was learned that the license plates 
on an automobile used by the burglars had been issued to one 
Edward Kerwin of Braddock, Pa. Our agents’ Pittsburgh 
representatives determined that Edward Kerwin was James 
Shomo, a suspected yegg, who had been in company with Joseph 
Leonard, another suspected yegg. Every effort was made to 
locate these men and the local authorities of Braddock, Pa., 
cooperated. At about midnight on June 21, 1922, these two 


men were arrested by the Braddock Police Department, bur- 
glars’ tools, dynamite and nitro-glycerine being found in their 
possession. Later both were positively identified by officials of 
the Woodbine bank and other citizens of Woodbine, Md. They 
were held awaiting extradition to Maryland. 


SAMUEL LOTOW, alias George White, alias Harry Linder, 
alias Louis Samuels. In 1920 this individual operated in 
Boston, Mass., and San Francisco, Calif., with forged checks. 
He was arrested in San Francisco and served a short term in 
the county jail. It was not until July, 1922, that he defrauded | 
a member bank and at that time a member bank at Malden, 
Mass., reported having sustained a loss. During July Lotow 
operated with checks drawn on various Boston banks. He 
was traced to New York and on July 19, 1922, our agents’ 
New York representatives were successful in locating this 
man at a local hotel and effecting his arrest. He has since 
been returned to Boston, Mass., for trial. 


MANOEL JORGE LYDIO 


MANOEL JORGE LYDIO, alias Albert G. Junior, alias 
Charles LeRoy, alias Marcel de Guillan. During June, 1922, 
this man caused a Baltimore, Md., member bank to sustain a 
loss on a forged check. The matter was reported to our 
detective agents’ Baltimore representatives and the operator 
was traced to New York. In New York he enlisted in the 
Medical Corps of the U. S. Army under the name of Marcel 
de Guillan. While in the army he induced a major to indorse 
two forged checks drawn on the Baltimore member bank, which 
he was successful in cashing at a New York member bank. On 
July 15 this man was arrested by the Hoboken, N. J., police 
department on the charge of attempting to negotiate a coun- 
terfeit tyventy-dollar bill. Our agents then established the 
identity of de Guillan as being the operator wanted by the 
Baltimore bank and a detainer warrant has been lodged with 
the Hoboken authorities. 


VICTOR M. MAINS’ arrest was effected in St. Louis, Mo., 
by our detective agents’ representatives, and he confessed that 
he had forged the name of a salesman of the company by 
which he was employed to twelve checks, drawn on a member 
bank. This young man came to St. Louis from Evansville, 
Wis., some few months ago, and after forging the name of the 


_salesmin to a check of small amount, on which he readily 
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realized, he put through other checks. He is being held to 
await the action of the grand jury at St. Louis. 


TONY PAPPAS, who caused a member bank of Salisbury, 
N. C., to sustain a loss on a forged check, was located in New 
York, N. Y., on July 10, 1922, by our detective agents’ local 
representatives and his arrest effected. He was held awaiting 
extradition to North Carolina. 


CHESTER C. ROMAHN was arrested recently in con- 
nection with the negotiation of a forged check on which a San 
Francisco, Calif., member bank sustained a loss. The disposi- 
tion of his case is given elsewhere in this issue. 


JIM SHAWVER defrauded a member bank at Drumright, 
Okla., in August, 1920, by disposing of mortgaged property. 
Our detective agents’ Kansas City representatives were noti- 
fied and have been on the hunt for Shawver since that time, 
with a result that on July 1, 1922, Shawver was located near 
Cotopaxi, Colo., by. a representative of their Denver office, and 
subsequently arrested. He has been returned to Drumright 
for prosecution. 


O. M. SHIELDS. During October, 1921, a member bank 
of Vancouver, Wash., reported to our detective agents’ Port- 
land representatives that this individual had caused them to 
sustain a loss through a mortgage swindle. On July 6, 1922, 
Shields was located in Portland, Ore., by our agents and his 
arrest effected. 


ROVeL, 


STEWART 


ROY L. STEWART and JACK PARKER. On the after- 
noon of June 22, 1922, these two men entered a member bank 
of Moore, Okla., and held up the cashier. After securing all 
the money in sight they locked the cashier in the vault and left 
the city in a high-powered motor car. The cashier soon 
released himself from the vault and gave the alarm, also noti- 
fied Sheriff Danev of Oklahoma City, who with several of his 
deputies captured these bandits two miles south of Oklahoma 
City. They were returned to Norman, Okla., where they pleaded 
guilty. The sentences they received are given elsewhere in 
this issue. Stewart claims to have come from Memphis, Tenn., 
and Parker from Hanford, Calif. 


ROY BURDETTE THOMPSON, alias Roy S. Meyers, alias 
A. R. Brown, who defrauded Chicago, IIl., member banks by 
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means of bogus checks, was arrested early in July by the i 
Chicago Police Department. He is now awaiting trial. 


LLEWELLYN WILLIAMS caused a member bank of Den- ‘ 
ver, Colo., to sustain a loss on a check to which he had forged 
the signature of a depositor. Our detective agents conducted % 
an investigation and located Williams, who was placed under 
arrest by the local authorities cooperating with our agents. 
Before he could be taken to the city jail, however, he suc- 
ceeded in drinking poison and died a short time later. 


WILLIAM N. WOODS, alias Mack Frice, who caused a 
member bank of Weiser, Idaho, to sustain a loss through a ~ 
mortgage swindle, was located by our detective agents’ Spokane — 
representatives at Yakima, Wash., and his arrest effected on 
June 22, 1922. 


WILL WORMSLEY (Negro) defrauded a member bank in — 
Greenwich, Conn., during November, 1920. Our agents made — 
a thorough investigation at the time, but were unable to locate 
Wormsley. On June 30, 1922, our detective agents received 
information that this operator was in Schenectady, N. Y., and 
immediately investigated in that city, with the result that — 
they located Wormsley and effected his arrest. He has since 
been returned to Connecticut and is awaiting trial on the © 
charge of the Greenwich bank. i 
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The Convention of Business Opportunity 


Annual Financial Congress Will Apply Itself to Clarification of Outstand- 
ing Foreign and Domestic Economic Problems. 
McKenna, Thomas W. Lamont, Governor Henry J. Allen and Dr. 
George E. Vincent the Principal Speakers on the Main Program. 


confidence which comes from 

it precedes most forward 
strides. The annual convention of 
the American Bankers Association 
in New York City during the week 
of October 2 will be a great confer- 
ence of financiers and bankers of 
the United States in that it will pre- 
sent an unparalleled opportunity 
for the clarification of those major 
problems of business which directly 
and indirectly are depressing the 
activities of every man who has 
business at a bank. The conven- 
tion offers distinct opportunity both 
to receive and to give that help 
which all business needs in rebuild- 
ing itself under the new conditions 
now confronting the world. A gen- 
eral realization of the advantages 
of the convention presages a record- 
breaking attendance. 

Besides what it offers in addi- 
tional information for those who 
must daily guide and control those 
enterprises which, taken as a whole, 
constitute almost the entire busi- 
ness of the nation, this national 
gathering in the Metropolis offers 
innumerable opportunities for indi- 
vidual enterprise and for social en- 
tertainment. The various depart- 
ments of the Association will, as 
indicated in the departmental pages 
of this issue of the JouRNAL, pre- 


HO eontdence and the new 


GOV. HENRY J. ALLEN 


sent programs and speakers of com- 
manding interest. 

One of the most notable of the 
speakers on the program of the main 
convention will be the Rt. Hon. 
Reginald McKenna, chairman of the 
London Joint City and Midland 
Bank. He was formerly Chancellor 
of the British Exchequer and has 
held many other important posts in 
the government of Great Britain. 
His addresses on the financial ,prob- 
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Rt. Hon. Reginald 


lems arising from the World War 
have attracted world-wide attention. 
His experience, and his intimate 
knowledge of European conditions 
equip him to speak in an authorita- 
tive manner on the great overseas 
problems which so immediately af- 
fect our own prosperity. 

Thomas. W. = Lamont, “ot J.P: 
Morgan & Co., is an international 
banker who from his _ personal 
studies can also speak authorita- 
tively and with the added value of 
the American point of view. 

Governor Henry J. Allen, of 
Kansas, is a distinctive American 
who has risen to eminence because 
he is a clear thinker with initiative 
and the resolute courage of his con- 
victions in all of his efforts to better 
the conditions of the people of his 
state. He will discuss industrial 
problems—and no one can be more 
interesting on this subject—and he 
will also discuss the Federal Re- 
serve System. 

There are few public speakers 
whose addresses exceed in interest 
those of Dr. George E. Vincent, 
director of the Rockefeller Institute, 
who will be the fourth speaker on 
the program of the main conven- 
tion. He is engaged in directing a 
work of humanitarianism probably 
unparalleled in all the record of civ- 
ilization. ‘Public Health Assets,” 
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SEWARD PROSSER 


President Bankers Trust Co., Chairman of 
Committee of One Hundred 


on which he will speak, is in all its 
phases a matter of concern to the 
business man and the banker, since 
prosperity goes forward or is im- 
paired by the condition of public 
health. 

The Commodore Hotel, which is 
practically a part of the Grand Cen- 
tral Station, will be convention 
headquarters. 

The general sessions will be held 
in the grand ballroom of the Com- 
modore in the forenoon on Tues- 
day, Wednesday and Thursday, 
October 3, 4 and 5. 

The sessions of the Sections and 
Divisions will be held in the grand 
ballroom on Monday morning and 
Tuesday, Wednesday and Thursday 
afternoons. Announcements rela- 
tive to the programs and speakers 
in the conventions of the Divisions 
and Sections will be found in the 
pages devoted to Divisions and 
Sections in this issue of the Jour- 
NAL. 

The Executive Council meets in 
the East Ballroom of the Commo- 
dore Hotel, the Finance and Ad- 
ministrative Committees in the 
Board Room on the Mezzanine floor 
of the Commodore. All other com- 
mittees meet in the rooms of the 
New York Chapter, American Insti- 
tute of Banking, 15-19 West 37th 
Street. 

The program day by day is as 
follows: 


Monday 


Meetings of the following Divi- 


GUY EMERSON 


Vice-President National Bank of Commerce, 
New York, Executive Manager Committee 
of One Hundred 


sions, Commissions and Commit- 
Lees 

Trust Company Division, Na- 
tional Bank Division, State Bank 
Division, Savings Bank Division, 
Agricultural Commission, Com- 
merce and Marine Commission, 
Economic Policy Commission, Pub- 
lic Relations Commission, Admin- 
istrative Committee. 

Finance Committee, Insurance 
Committee, Protective Committee, 
Committee of Five, Committee on 
Membership, Committee on Public 
Iducation, Committee on State 
Taxation, Committee on Tl ederal 
Legislation, Committee on State 
Legislation, Special Committee on 
Taxation, Fiftieth Anniversary 
Committee, Clearing House Sec- 
tion. 

The dinner of the Reserve Citv 
Bankers will be held on the evening 
of this day and the Executive Coun- 
cil will meet at 9 P. M. 


Tuesday 
President Thomas B. McAdams 


will call the convention to order at 
9.30 a. M. Tuesday. This session 
will include the addresses of 
Thomas W. Lamont, Dr. George E. 
Vincent, the annual address of 
President McAdams and the re- 
ports of Robert B. Locke, retiring 
President of the American Institute 
of Banking; Andrew Smith, Presi- 
dent of the State Secretaries Sec- 
tion; John R. Washburn, President 
of the Clearing House Section; J. 


GATES W. McGARRAH 


Chairman Mechanics and Metals National 
Bank, Chairman Finance Committee 


A. House, President of the Trust 
Company Division; Raymond R. 
Frazier, President of the Savings 
Bank Division; John G. Lonsdale, 
President of the National Bank 
Division, and R. S. Hecht, Presi- 
dent of the State Bank Division. 


Wednesday 


Governor Allen and Rt. Hon. 
Reginald McKenna will speak dur- 
ing the Wednesday forenoon ses- 
sion and at this session there will 
also be a forum and the election of 
officers of the Association. 


Thursday 


Thursday’s session of the main 
convention will include these re- 
ports: 

The Committee of Five, Charles 
deB. Claiborne, chairman; the In- 
surance Committee, Oscar G. Fore- 
man, chairman; the Committee on 
State Taxation, Ernest J. Perry, 
chairman; the Committee on State 
Legislation, Craig B. Hazlewood, 
chairman; the Committee on Fed- 
eral Legislation, A. E. Adams, 
chairman; the Committee un Public 


Education, John H.  Puelicher, 
chairman; tle Public Relations 
Commission, Francis H. Sisson, 


chairman; the Agricultural Com- 
mission, Joseph Hirsch, chairman; 
the Economic Policy Commission, 
M. A. Traylor, chairman; the Com- 
merce and Marine Commission, 
Fred I. Kent, chairman. 
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HARVEY D. GIBSON 


President New York Trust Co., Chairman 
Hotel Committee 


Friday 


The Executive Council will meet 
on Friday aboard the Washington 
Irving on the trip to West Point 
(referred to on the page devoted to 
entertainment) and the Administra- 
tive Committee will meet aboard 
the boat on the return trip from 
West Point. 

The Committee has received the 
following letter from Secretary of 
War Weeks in reference to the day 
at West Point: 

“T am pleased to inform you that, 
as a special courtesy to the members 
of the American Bankers Associa- 
tion and as an appreciation of the 
importance of this Association in 
this country, it has given me great 
pleasure to direct the Superintend- 
ent of the U. S. Military Academy 
to arrange for a parade of the 
Corps of Cadets of the U. S. Mili- 
tary Academy as requested in your 


| letter of the 20th instant.” 


ie, 


General Information 


The office of the American Bank- 
ers Association, the local commit- 
tee headquarters and the registration 
bureau for all delegates and guests 
attending the convention will be 
located in the West Ballroom of 
the Commodore. 


Mail and Telegrams 


All mail and telegrams for dele- 
gates and guests (which have not 
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been specifically addressed to them 
at their hotels) will be delivered at 
the Post Office at the Commodore 
Hotel. 


Railroad Tickets 


Round-trip tickets based on a fare 
and one-half on the certificate plan 
require validation by agents of 
terminal lines at New York City. 
Tickets may also be validated at the 
Consolidated Ticket Offices located 
at 64 Broadway, 57 Chambers 
Street, 31 West 32d Street and 114 
West 42d Street. 


Registration 


Delegates should register imme- 
diately upon arriving in New York 
City. By so doing they will expedite 
the prompt and complete publication 
of the daily registration list, and 
their friends and acquaintances can 
readily be located. Delegates should 
present their business cards when 
registering. If possible, it is de- 
sired that they also register for 
others from institutions which they 
represent, as well as members of 
their families who are in attendance. 
The necessary credentials will then 
be delivered, including the official 
badge and invitations for social 
functions. 

Those who have made advance hotel 
reservations should so advise the 
registration clerks in charge of the 
convention registration. Their regis- 


tration cards will be on file awaiting 
signature. 


No one representing a banker or 
banking institution is entitled to 
register unless such banker or bank- 
ing institution is a member of the 
Association. Article III, Section 3, 
of the Constitution provides: 

tee at gheHachadeliepate, other 
than an individual member, shall 
be an officer, director, trustee, man- 
ager or partner of the authorizing 
member. Substitutes for delegates 
shall not be permitted and no dele- 
gate shall represent more than one 
members .* "ia 


State Associations’ Headquarters 


Arkansas—Rooms 710 and 712, Com- 
modore. 

Illinois—Rooms 752, 754 and 756, Com- 
modore. 


WALTER E. FREW 


President Corn Exchange Bank, New York, 
Chairman Executive Committce of Conventicn 


Indiana—Rooms 747 and 749, Commo- 
dore. 

Kansas and Missouri—Rooms 700 and 
701, Commodore. 

Louisiana—Rooms 718 and 720, Com- 
modore. 

Michigan—Room 335, Biltmore. 


New Jersey—Rooms 732 and 734, 
Commodore. 

New York—Rooms 725 and 729, Com- 
modore. 


North Carolina—Rooms 722, 724, 728, 
730 and 772, Commodore. 

North Dakota—Prince George. 

Ohio—Rooms 743 and 745, Commodore. 

Oklahoma—Rooms 736, 738,°740 and 
742, Commodore. 

Pennsylvania—Room 741, Commodore. 

Virginia—Room 735, Commodore. 

Wisconsin—Prince George. 


There are many indications that 
the attendance at this convention 
will be far above the average. The 
accommodations reserved at the 
hotels, the expressed intentions of 
bankers in all parts of the country 
and the arrangements being made 
for various groups from states or 
sections’ all point to a gathering 
numerically superseding anything in 
recent years, as indeed it is expected 
the convention will supersede its 
predecessors in its practical utility 
to the individual banker. 

But no matter how great the con- 
vention, all will be taken care of. 
There will be good hotel accom- 
modations for all; there will be 
special protection provided by the 
police and by the Burns Detective 
Agency ; there will be a staff of 134 
young ladies stationed at informa- 
tion booths in the principal hotels 
to direct and inform visitors. 
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The Banker’s Position and Obligation 


Members of the American Bankers Association: 


347M ERICA is blessed with a bountiful harvest. New wealth 

g and an immense food supply have been produced. Funda- 

mentally, we are in a sound financial position and can look 
w4 forward to increasing prosperity in commerce and industry, 

pv AW 2 

provided carelessness and selfishness are not allowed to 

undermine the stability of our citizenship. 


@ Two outstanding problems perplex us—industrial controversy and 
unrest at home; and international financial difficulties abroad. In the 
solution of these questions the banker has a distinct community posi- 
tion and obligation as counsellor and adviser to the millions of people 
who have confidence in his judgment, integrity and patriotism. To 
these problems the American Bankers Association in convention in 
New York, October 2-6, will address itself with unmistakable vigor. 


q The Right Honorable Reginald McKenna, formerly Chancellor of the 
Exchequer and now Chairman of the London Joint City and Midland 
Bank, will discuss ‘‘Reparations and International Debts’’; Thomas W. 
Lamont, one of our foremost international bankers and a financial and 
economic adviser at the Peace Conference, will treat world finance from 
the American viewpoint; Henry J. Allen, the fearless, aggressive Gov- 
ernor of Kansas, will discuss the responsibility of the government for 
industrial justice and the relation of the Federal Reserve System to 
American business. The Convention will hear from one of America’s 
most brilliant orators, Dr. George E. Vincent, former President of the 
University of Minnesota and now head of one of the great public service 
foundations of this country. 


q This great financial congress should bring the bankers of America 
closer to the answer as to what they can do to most effectively help in 
promoting domestic as well as world prosperity. In such a conference 
every banker has his own part. Will you not through your presence 
contribute to its success? 


q Our hosts, the bankers of the City of New York with Mr. Seward 
Prosser at their head, are doing everything possible for our comfort and 
pleasure. Among the features already arranged are a fashion show, 
teas and luncheons for the ladies; theatre parties; a smoker at the 
Astor; a grand ball; golf tournaments; and a trip by boat to West 
Point to a special drill and review of the cadets arranged through the 
courtesy of the Secretary of War and the Superintendent of the Military 
Academy. 

q@ Every indication points to this being the largest convention in the 
history of the Association. Let us make it the most potential for broad- 
ening the influence of the American bankers and increasing the pros- 
perity and happiness of the American people. 


THOMAS B. McADAMS, 
President. 


How New York Bankers Will Entertain 


The Program Ranges from West Point to the Relics of the Dark 


Ages. 
Golf Clubs. 


HE plans of the Entertain- 

ment Committee of the 

American Bankers Associa- 
tion provide for a program of en- 
tertainment which should make 
memorable the visit of every dele- 
gate and every guest at the forty- 
eighth annual convention, October 
Beto: 6. 

To the occasional visitor in New 
York the city is a wonderland at 
every turn and in every aspect and 
even to the constant visitor its 
wonders are never exhausted. 

The committee’s plans are so 
broad that the taste of every dele- 
gate and every guest may find in the 
week of the convention entertain- 
ment well worth the journey, how- 
ever long. The program is a thing 
of contrasts. For instance, there is 
the visit to the famous Museum of 
Natural History, with its relics of 
the ages before the Christian era, 
and there is a fashion show during 
which living models will display the 
styles of the day. There are lunch- 
eons for the ladies at the homes of 
prominent New York women; there 
are guides for those who want to 


THOMAS W. LAMONT 


J. P. Morgan & Co., Chairman Reception 
Committee 


From the Famous Masterpieces of Art to the Roar of the 
Stock Exchange. 


Many Theatrical Entertainments and Fifty 


MRS. DWIGHT P. MORROW 
Chairman Women’s Recepticn Committee 


shop; there are fifty conveniently 
reached golf courses amid beauti- 
ful rural surroundings and there 
is an opportunity to see the 
New York Stock Exchange in full 
blast. There are innumerable the- 
aters and several theater parties and 
there is a day at West Point Mili- 
tary Academy—with its famous 
buildings and grounds—and an 
especially arranged review of the 
cadets. 

Many organizations, religious. 
civic and industrial, have cordially 
expressed their pleasure over the 
coming to New York of the bankers 
and will extend every possible cour- 
tesy to the visitors. 


For Motorists 


The Automobile Club of Amer- 
ica, Inc., has generously offered the 
services of its supply and club de- 
partments to the visiting delegates 
and guests. Privilege cards for the 
use of the visitors and information 
on routes to New York from any 
point, and garage rates will be sent 
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Fashion Show and Reception for the Ladies 


upon request to A. B. A. Conven- 
tion, Room 1461, 120 Broadway, 
New York. 


To Learn New York 


Henry Collins Brown, an expert 
on the history of New York, will be 
available to all desiring to become 
better acquainted with points of in- 
terest in the city. He will give an 
illustrated lecture, “An Indoor 
Trip Around New York.” 


The Fashion Show 


The convention opens on Mon- 
day. At 4.30 p. M. on Tuesday will 
be held the fashion show and tea 
for women. This will be at the 
Plaza Hotel, Fifth Avenue and 59th 
Street, and will be an event of more 
than ordinary interest to the ladies. 


Theater Parties 


Tickets for a number of the lead- 
ing plays in New York have been 
obtained for Tuesday and will be 
available without charge to the del- 
egates and their guests. A special 
booth will be located at Headquar- 


HENRY J. COCHRAN 


Vice-President Bankers Trust Co., Chairman 
Entertainment Committee 


\ 
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Drill Ground, United States Military Academy, West Point, New York 


ters for the exchange of coupons 
for these tickets, each coupon en- 
titling the holder to one ticket. 


Three Events Wednesday 


Wednesday, October 4, is Club 
Day. The hospitality of the Col- 
ony, Cosmopolitan, Women’s City, 
Women’s National Republican and 
Women’s University Clubs is ex- 
tended to the women guests during 
the afternoon. Tea will be served 
at the. Colony, Club® irontaasto 10 
P.M. 

A smoker for the men will be 
given at the Astor Hotel, Broadway 
and 43d Street, at 8.30 ep. m. The 
best vaudeville and music obtain- 
able will be provided. A supper 
will be served. 

Special arrangements have been 
made with the producers of three 
of the most popular plays in town, 
and these performances will be 
given in the evening, exclusively 
for the women guests. Return 
transportation from the theaters to 
the hotels will be provided. 


Hostess Day; Grand Ball 


Thursday, October 5, will be 
known as hostess day. The 
women guests will be _ enter- 
tained at luncheon at the homes 
of prominent New York women. 
Special arrangements have been 
made for those desiring to visit the 
Metropolitan Museum of Art later 
in the afternoon. The Natural His- 
tory Museum is also extending un- 
usual courtesies. 

The grand ball for all the guests 
to the convention is to be held at 
the Commodore Hotel, at 9.30 Pp. M. 
Thursday. Supper will be served 
at 11.30 P. M. 


Go to West Point 


Those who have never made the 
trip by water to West Point should 
check Friday, October 6, for they 
can see it under favorable auspices. 
Boats will leave New York at 10.30 
A. M. and will arrive at West Point 
at about 1 o’clock. Luncheon will 
he served on board. The return trip 
will be made at 5 p. m. from West 


Point, arriving at New York about 
7 P.M. : 

On this day also the annual con- 
vention Golf Tournament will be 
held for the St. Louis Cup, the New 
York Cup and other special tro- 
phies. 


To Expedite Shopping 


The Women’s Reception Com- 
mittee has made arrangements to 
have shopping information, and also 
a number of expert shoppers avail- 
able for the women guests during 
the convention. 
made for information, the only 
charge being for the service of the 
shoppers. As the number of shop- 
pers is necessarily limited, it would 
be well for those desiring such 
services to send word as much in 
advance of arrival as 
Write to Shopping Service, Inc., 
c/o Women’s Reception Commit- 
tee, A. B. A. Convention, 598 Mad- 
ison Avenue, New York, or apply 
to any A. B. A. Information Booth 
after arrival. 


Amendments to the Constitution 


HE following proposed amend- 

ment to Article IX, Section 
1 of the Constitution submitted at 
a meeting of the Executive Coun- 
cil held May 12, 1922, and: ap- 
proved, will come up for action 
at the October convention: 


Omit the entire sentence in the last five 
lines and substitute the following therefor : 

“If the question is determined affirma- 
tively by two hundred of the members 
present at the Convention and voting, the 
resolution or subject matter shall be in 
regular order and shall be considered and 
referred to a special meeting of the Ad- 
ministrative Committee or the Execu- 


tive Council to be immediately called for 
recommendation of approval or disap- 
proval. Upon report of recommendation 
by the Administrative Committee or the 
Executive Council, the question shall be 
acted upon by the Convention: Provided, 


' that this section shall not apply to any 


proposed amendment of the Constitution.” 

The following amendment to 
Article IX of the Constitution, pro- 
posed by Oliver J. Sands, president 
American National Bank, Rich- 
mond, Va., which as a new section, 
No. 3, will also be acted upon at 
ae General Convention in Octo- 

er: 


“Questions which relate particularly 
and exclusively to either one of several 


classes of banks represented by Divisions — 


of the Association shall not be acted upon 
by the Convention or by the Executive 
Council, but only by the particular Divi- 
sion to which the question solely relates. 
In case of dispute whether any question 
presented under this rule relates partic- 
ularly and exclusively to any one Divi- 
sion, the Administrative Committee shall 
have full power of decision. Whenever 
such dispute arises at any session of the 
General Convention or at any meeting of 
the Executive Council, the question shall 
be referred to a special meeting of the 
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possible. — 


No charge will be — 


Administrative Committee for immediate — 


consideration and report.” 


Our Experience with Money Heresies 


By E. E. AGGER 


Columbia University 


Greater Than That of Any Other Country. All Have Been Infla- 
tionary in Character and Have Been Brought Forward When 
Prices Were Declining. A Confusion Peculiar to All the Schemes 
Has Been the Assumption That Money and Wealth Are the Same. 


HE United States has had 

greater experience with mon- 

etary and credit vagaries than 
any other country on earth. This 
does not imply, however, that the 
American people are more igno- 
rant of monetary principles than 
are other people. Our chasing of 
monetary will-o’-wisps is attrib- 
utable to the conditions involved in 
the development of a new continent, 
and to the part played therein by 
popular government. Wherever 
similar conditions might develop the 
same results would flow. 


Special Interests 


In all departments of economic 
life attempts are made to use gov- 
ernmental power to further special 
interests. The manufacturer de- 
manding protection against foreign 
competitors is asking for the use 
of governmental power to further 
his interests in a manner not greatly 
different from that of the “green- 
backer.” 

A monetary heresy is, of course, 
a departure from sound principle. 
All sorts of possibilities present 
themselves, but in practice, in 
America, heretical monetary 
schemes have all been inflationary 
in character. They have been 
brought forward in times of de- 
pression when prices were declining 
and when there was widespread 
economic distress. In such times it 
is commonly believed that the whole 
difficulty is due to an inadequate 
supply of currency or credit, and 
accompanying this belief is usually 
also the conviction that bankers and 
a vague something alluded to as the 
“moneyed interest” are responsible. 
The conclusion is then drawn that 
the situation can be relieved and 
selfish conspirators circumvented 
through governmental issues of 
money, extension of loans, etc. 


Inflationary Confusions 


Practically all inflationary money 
schemes involve certain confusions. 
There is almost always an assump- 
tion that money and wealth are 
synonymous terms. The frontiers- 
men needed capital, and _ they 
thought that the way to get it was 
through the issue of paper money. 
They did not comprehend that the 
only honest field for money is that 
of a medium of exchange. This im- 
plies that wealth to be exchanged 
must exist before money can be of 
service. Issuing money to get the 
other fellow’s wealth when you have 
nothing to offer in exchange, or 
when you want him to take what 
you have at an arbitrary and arti- 
ficial valuation, is a prostitution of 
money. 


False Assumptions 


Then there is almost always the 
confusion concerning exchange 
value or price. It is assumed that 
exchange values can be arbitrarily 
determined. Not only is it main- 
tained that the government stamp 
fixes the value of money, but it is 
assumed that the government could, 
if it wished, maintain the prices 
of certain selected commodities 
through legislative enactment or 
administrative regulation. Mere 
declarations are of no avail. The 
value of money can be kept at par 
with gold, for example, only when 
it is possible freely to exchange one 
for the other. European monetary 
units are supposedly on a gold basis, 
but few of them have a par gold 
value. 

Then there is the confusion of 
the fiscal functions of the govern- 
ment with its control of the mon- 
etary system. In most instances the 
original issue of paper money has 
been for the purpose of supplying 
the government with revenue rather 
than trade and industry with a cir- 
culating medium. When a govern- 
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ment so issues money instead of 
levying taxes it is still putting an 
economic burden (a tax) on the 
people. The only difference is that 
it is using a stupid, unequally dis- 
tributed form of tax instead of one 
that has been carefully thought out 
and equitably apportioned. Not 
seeing how the burden is carried it 
is easy to deny its existence. 


Easy to Fall 


The involved character of our 
economic life makes it easy to fall 
into these confusions. All business 
is carried on in terms of money, 
and money is in the first instance 
what everybody is anxious to make. 


If one needs capital to expand his 
business he must first borrow 
money. Getting money thus seems 
to be the first step that must be 
taken in any economic endeavor. It 
is no wonder, therefore, that the 
purely intermediary function of 
money in actual exchange is but 
dimly grasped. It is similarly easy 
to confuse the fiscal and monetary 
functions of government. The gov- 
ernment levies taxes in terms of 
money. It also controls the issue of 
money. Why, then, should not 
monetary control be utilized for 
revenue purposes? It was so utilized 
by despots. It seems equally nat- 
ural that it be so utilized by gov- 
ernments when the people are in 
control. 


Money agitation based on heret- 
ical proposals usually has arisen 
under certain well-defined economic 
conditions. Some American stu- 
dents have associated wild monetary 
schemes with the frontier, and even 
with the frontier only in periods of 
distress and depression following 
speculative booms. Speculation is 
accompanied by extensive borrow- 
ing and advancing prices. When 
the bubble is pricked and the boom 
comes to an end borrowers are 
caught. Prices decline and borrow- 
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ers must realize on their assets in a 
declining market. Pressure is 
naturally greatest on those whose 
assets are relatively illiquid. This 
is usually the case with the agri- 
culturalists, especially when they 
have been indulging in land specu- 
lation. Not only does there tend to 
be no market for land in periods of 
liquidation, but the curtailment of 
production hits the demand for 
staple products, and agricultural 
prices drop. Thus it is usually the 
farmer, especially in the newer areas 
where land speculation is likely to 
be pronounced, who is likely to be 
the wildest inflationist. 


Colonial Bills of Credit 


Paper money was issued in the 
colony of Massacchusetts as early 
as 1690. The other colonies quickly 
emulated this example. The ex- 
perience of all was about the same. 
The notes were issued at first to 
meet an emergency, and they were 
made receivable for taxes. Subse- 
quently they were put out to meet 
ordinary expenses as a substitute 
for adequate taxation, and circula- 
tion was made compulsory by giv- 
ing the notes full legal-tender 
power. In time, also, they were 
issued for the benefit of individ- 
uals who used them in private af- 
fairs. While at the outset there 
was some pretense at redemption in 
specie, such redemption was never 
continuously maintained. The in- 
evitable result was that progressive 
depreciation set in. Honest cred- 
itors were defrauded through a 
practical scaling down of their 
claims, and the efforts made to 
evade the acceptance of the depre- 
ciated money were met with penal- 
ties of all sorts. Conditions got so 
bad that in 1751 and again in 1763 
the British Government interfered 
and forbade the further issue of the 
bills of credit. This was denounced 
by the inflationists as an act of rank 
oppression and figured widely in 
revolutionary agitation against the 
mother country. 


The Land Banks 


In colonial times a “bank” was 
simply a batch of paper money. In- 
dividuals wanting to borrow would 
get together, with or without gov- 
ernment approval, and would issue 
a lot of money. They ordinarily 
deposited as security for the cur- 


rency mortgages on their lands. 
While the currency enjoyed no legal 
support, all the participants in the 
scheme agreed to accept the notes 
among themselves. This tended to 
give the notes general currency. 
Redemption in specie was not 
thought of. The important dis- 
tinction between immediate redeem- 


-ability and ultimate security was not 


apprehended. What, it was asked, 
could be more secure as a backing 
for notes than land? And so among 
the needy colonists the land banks, 
as they were called, gained consid- 
erable favor. But they were op- 
posed by the colonial governors and 
by the home government. This op- 
position finally prevailed. No new 
land banks were established after 
1740. 


Revolutionary Bills of Credit 


Notwithstanding the colonial ex- 
periences, possibly indeed because 
of them, the Continental Congress 
resorted at once to paper issues to 
finance the struggle with Britain. 
Students generally admit that little 
choice was open to the Congress 
because of the refusal to grant to it 
adequate powers of taxation. In 
all, the Continental Congress issued 


$242,000,000 in notes in some forty. 


authorizations. The individual 
states issued about $210,000,000 
more. Mixed with these authorized 
issues were hoards of counterfeits. 
Since there was no species on hand 
with which to redeem the notes, 
depreciation set in at once, and 
grew in amount. In March, 1780, 
Congress suggested to the states 
that they redeem the two hundred 
millions then outstanding at the rate 
of forty to one! New tenor notes 
were issued and were exchanged 
for about one hundred and twenty 
million of the old notes, but the new 
tenor notes themselves quickly de- 
preciated. The Continental notes 
were made legal tender for debts 
with the usual results. Debtors 
were enabled to scale their debts 
and fraudulent administrators and 
trustees were permitted to rob their 
charges. Depreciation got so bad 
that finally the notes disappeared 
from circulation. 
Hamilton’s plan, the new govern- 
ment offered to redeem the Con- 
tinental currency in bonds at 100 
to 1! Only six millions were turned 
in. The rest were destroyed or had 
been lost. 


In 1790, under. 


Shays’ Rebellion 


The revolutionary war had left 
America poor. Not only that. 
After the war there were restric- 
tions on her trade, her exports fell 
off and the little specie that she had 
been able to accumulate had largely 
to be exported. Imports of British 
manufactures hit the war-born in- 
dustries, and there was in conse- 
quence much unemployment. In 
general, conditions were again con- 
genial for the development of infla- 
tionary agitation. And the agitation 
came and waxed hot. In some 


states it succeeded in forcing the: 


enactment of laws suspending the 
right of creditors to enforce their 
claims, or requiring them to accept 
in settlement specified goods at 
named prices. All the states but 
Massachusetts, New Hampshire, 
Maryland and Delaware issued 
paper money. In Massachusetts the 
attempt was made to get back to 
specie payments and to enforce 
debts, but the outcome was armed 
rebellion, led by one Captain Daniel 
Shays. 


Uncertainty of Constitution 


The new constitution adopted in 
1789 left the issue of paper money 
by the Federal government in some 
doubt. The control of money was 
put into the hands of Congress, and 
the several states were forbidden to 
coin money or to issue bills of 
credit. A clause purporting to 
grant to Congress the power to issue 
bills of credit was stricken out by 
the constitutional convention, yet 
most students agree that the debate 
leaves the whole question very un- 
certain. Thus Hamilton, who was 
the leading spirit in the convention, 
said subsequently : 

“The emitting of paper money by the 
authority of government is wisely pro- 
hibited to the individual states by the 
national Constitution; and the spirit of 
that prohibition ought not to be disre- 
garded by the government of the United 
States. The wisdom of the government 
will be shown in never trusting itself 


with the use of so seducing and dangerous 
an expedient.” 


Treasury notes were issued dur- 


. 


& 


ing the War of 1812 when many of — 


the Fathers were still alive and po- 
litically influential. Finally, it may 
be added, although not until later, 
the Supreme Court held that the 


authority to “coin money” meant — 


the “making of money or supply- 
ing currency.” 


‘4 
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Opposition to U. S. Banks 


From the time of the adoption of 
the new Constitution down almost 
to the Civil War inflationism as an 
“ism” vented itself in the United 
States in opposition to the First and 
Second Banks of the United States 
and in the expansion of state bank 
issues. From this point of view 
the United States banks were op- 
posed because of their refusal to 
accept the notes of non-specie- 
paying banks. The Federal banks 
thus acted as a restraining influence. 
On the other hand, the state banks 
were then organized without much 
supervision or control, and when the 
Federal banks were closed the state 
institutions had a clear field. They 
were instrumental in promoting 
speculation in the public lands and 
in other directions as well; and 
there were many failures and heavy 
losses when pressure developed, as, 
for example, when the demand by 
the United States government that 
land be paid for in specie precip- 
itated a crisis in 1837. Some of the 
states had borrowed money to es- 
tablish state systems of banking. In 
a few cases these loans were repudi- 
ated when the banks failed. The 
trouble with the state banks gen- 
erally was that redemption was not 
maintained, and that note issues 
were overexpanded. There was 
lacking also sound banking discrim- 
ination in the selection of assets. 
New England finally worked around 
to healthy conditions. In New 
York the situation was not so good. 
The worst conditions were in the 
West and the South. The question 
was finally solved by the taxing of 
the state issues out of existence, 
through the building up in expe- 
rience of sound principles of pro- 
cedure and through more thorough- 
going supervision and control. 


Greenbackism : 

The roots of ‘“greenbackism” 
were planted by the United States 
government itself. Legal-tender 
notés were issued to finance the 
Civil War. There was again the 
old confusion between the fiscal 
needs of the government and its 
authority over the money system. 
As the government did not maintain 
redemption in gold, and as the 
greenbacks were overissued, they 
began quickly to depreciate. They 
went down as low as 37 cents in 


gold in 1864. At the end of the 
war $400,000,000 were outstanding 
and they were then worth about 
sixty-seven cents per dollar in gold. 


Retirement of Greenbacks 


The tendency at first was to re- 
tire the greenbacks as soon as pos- 
sible. Secretary McCulloch so rec- 
ommended, and in 1866 Congress 
adopted a law authorizing the issue 
of bonds for this purpose. But op- 
position to retirement developed 
rapidly. It was argued that retire- 
ment meant appreciation of the 
value of the greenback in gold, and 
the consequent decline of general 
prices to the detriment of trade. It 
was urged that this would affect the 
government’s revenue adversely at 
the same time that contraction 
would embarrass the banks and 
force them to reduce their loans. 
Then there was the old demand that 
the government should not sur- 
render to the banks its sovereign 
right to issue money. Hence, de- 
spite McCulloch’s objections, Con- 
gress, in 1868, passed a law 
suspending further retirement of 
the notes. 

As the inflationary propaganda 
developed there was also the de- 
mand that the government pay off 
its bonds in greenbacks rather than 
coin. This demand was _ incor- 
porated in the platform of the na- 
tional Democratic Party in 1868, 
although not all the elements of the 
party accepted it. On the other 
hand, there were many Republicans 
who supported this demand. But 
the election of Grant and his strong 
utterances on the subject sufficed 
to put the question at rest. 


As a Great National Issue 


As a great national issue green- 
backism came to the front after the 
panic of 1873. This panic was the 
culmination of a period of extrava- 
gant speculation in railroad building 
and in western lands. As usual, 
panic and depression were espe- 
cially hard on agricultural interests. 
There was, in consequence, a re- 
newed flaring up of the inflation 
sentiment. This became so strong 
that in 1874 Congress passed a law 
to expand the greenbacks anew to 
a level of four hundred millions. 
Luckily, Grant vetoed it. In the 
next year Congress executed an 
“about-face” and passed the specie 


resumption bill. It provided for 
the progressive retirement of the 
greenbacks to a level of three hun- 
dred millions, with full redemption 
in specie beginning January 1, 1879. 
Although the bill was faulty in that 
it did not absolutely guarantee re- 
demption on demand and did not 
set aside a specific reserve, yet the 
Opposition to it was bitter. The in- 
flationists in 1877 were in control 
of both houses of the national leg- 
islature. While there was a demand 
for the repeal of the resumption 
act, this weakened when it was un- 
derstood that resumption did not 
necessarily mean contraction. That 
resumption should not mean con- 
traction was finally assured by the 
law of 1878, which required that all 
greenbacks paid into the treasury 
should be reissued. That law has 
never been changed and the green- 
backs have remained ever since as 
a part of the national currency. 


The Greenback Party 


As a definite political organiza- 
tion the Greenback Party sprang 
into existence in 1876. It was made 
up of the extreme inflationists of 
both of the older parties. Its de- 
mands were as follows: 


1. The repeal of the resumption act. 


2. Renewed issue of legal tender notes 
convertible into U. S. obligations bearing 
interest not exceeding one cent per day 
on each one hundred dollars. 


3. Suppression of bank notes. 

4. No gold bonds for sale in foreign 
markets. 

These demands were based 
mainly on the notion that the issue 
of money is a sovereign right and 
should not be delegated to any pri- 
vate agency. The following quota- 
tion sums up the greenback 
philosophy in this connection: 
“The only money capable of per- 
fection would be one manufactured 
out of a material costing substan- 
tially nothing, redeemable in 
nothing else, inasmuch as the re- 
demption of money is its destruc- 
tion, non-exportable, deriving its 
existence from the will of the gov- 
ernment, authenticated by an official 
stamp, and regulated as to its value 
by limiting the quantity.” 

It was, of course, denied that the 
greenback was only a promise of 
the government. 

The greenbackers, as is the wont 
of monetary heretics, opposed the 
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so-called “moneyed interest.” This 
Opposition was grounded in the 
normal tendency of the debtor class 
to distrust the creditor class. All 
the bond-issue legislation after the 
war having to do with funding and 
resumption was regarded as a part 
of a great conspiracy engineered 
mm its interest by the creditor class. 

While the greenback movement 
won some real successes, it finally 
petered out because of the shift of 
interest to “free silver.” 


Free Silver at 16 to 1 


The free silver movement had its 
origin in the same conditions that 
nurtured greenbackism, and _ it 
finally crowded greenbackism off 
the stage. It could do this because it 
had a definite historical background 
to which it could appeal, because it 
also had the support of powerful 
silver-producing interests, and be- 
cause, within limits, it attracted con- 
siderable scientific support. In 
1792 the United States began with 
a bi-metallic system with a 15 to 1 
ratio. But as the market ratio was 
15% to 1, silver was overvalued. 
Then in 1834 and 1837 the ratio 
was changed to 16 to 1 through re- 
ducing the bullion contents of the 
gold dollar. 


As the market ratio remained un- 
changed the new legal ratio over- 
valued gold, and silver was driven 
from circulation. In 1853 it be- 
came necessary to reduce the bullion 
contents of the silver fractional 
coins in order to prevent their 
melting down and exportation. 


Then from 1862 to 1879 the 
United States was on a paper basis. 
Looking forward to resumption, the 
act of 1873, later known as the 
“Crime of ’73,” revised the list of 
authorized coins, dropping the sil- 
ver dollar from the list. The “oldest 
inhabitant” could not remember 
seeing a silver dollar. None had 
been coined since 1806, and of the 
eight million that had been coined 
the bulk had been exported. But at 
this time silver began to drop in 
price in the world market. The 
decline went so far that, had the 
silver dollar been provided for, sil- 
ver would have been brought to the 
mint in volume, and the greenback 
standard would have been sup- 
planted by a silver standard. This 
would have meant a cheaper dollar 
and more money, hence all the in- 


flationists rallied around the new de- 
mand for the restoration of free 
silver coinage at the old ratio. 


Prices Sagged 


Much support was gained for 
free silver because of the general 
decline of prices in the period 1873- 
1896. The resumption of specie 
payments on a gold basis naturally 
caused an increase in the value of 
the greenback dollar. At the same 
time gold tended upward in the 
world market because of a great 
increase in demand incident to the 
tendency in Europe to go to a gold 
standard. Prices therefore sagged. 
The silver movement gained such 
headway that in time free silver 
commanded a majority in both 
houses. In 1878 it forced the en- 
actment of the Bland-Allison Act, 
which required the purchase and 
coinage of silver. As passed by the 
House the Bland bill was an out- 
and-out free-silver bill.’ Again in 
1890 silver purchases were broad- 
ened under the requirements of the 
Sherman Silver Purchase Bill. Fi- 
nally came the capture of the 
Democratic Party and the great 
campaign by Mr. Bryan in 1896. 

The silverites made the green- 
back error of assuming that a gov- 
ernment declaration would suffice 
to establish the value of money. 
Others less extreme relied on the 
bimetallic theory that a shift in 
monetary demand from the dearer 
to the cheaper metal would suffice to 
bring the market ratio back to the 
legal ratio. The only question in 
their minds was whether the 
United States could go it alone. 
Had free silver won the outcome 
would undoubtedly have been a 
cheaper dollar because of the wide 
discrepancy that existed between 
the proposed legal ratio and the pre- 
vailing market ratio. In _ other 
words, our money would have been 
debased. As it was, the Democrats 
lost in the final campaign and the 
gold standard was rendered secure. 
The free silver agitation then died 
down because prosperity and rising 
prices came anew. New gold dis- 
coveries and the perfection of new 
processes of extraction brought 
great additions to the world’s gold 
supply. This meant more money. 
And at the same time interest 


shifted considerably from metallic 
money to bank credit as the real 
medium of American business. 


Present-Day Monetary Heresies 


The Great War led to an infla- 
tion of credit for governmental 
purposes and, especially in the post- 
armistice period, to a tremendous 
speculative movement and price ad- 
vance. The usual aftermath of 
liquidation and depression followed. 
Agriculture was again peculiarly 
hard hit. Farmers and planters had 
speculated in cotton, grain and 
land. When the price-tumble came 
they were caught. They owed great 
sums to the banks and their assets 
collapsed in value. 

Almost at once a great outcry 
arose in the agricultural districts 
against the Federal Reserve Board. 
Deflation, it was maintained, had 
been deliberately engineered by the 
Board. Of course, all the Board 
had done was to fulfill its sworn 
duty to protect the gold basis of our 
money and credit system. No 
banker can be misled on this point. 
There was also much criticism of 
the individual banks because they 
were forced to adopt measures to 
keep their condition as liquid as 
possible. In a bipartisan “bloc” the 
agriculturists have again united to 
use the power of the government 
for the benefit of the farmer. To 
recall how successful they have 
been mention need only be made of 
such things as the “dirt-farmer” 
bill, and the high agricultural duties 
in the new tariff. At this writing 
it would appear also that the oppo- 
sition to the reappointment of Gov- 
ernor Harding was successful. 


Responsibility on the Banker 


Definite objection to the gold 
sfandard and the proposal of new 
monetary schemes have also not 
been wanting. Mr. Edison and Mr. 
Ford have fiat money schemes of 
their own. Eternal vigilance is the 
price of liberty! In this field of 
money, watchfulness must take the 
form of a patient and persistent ed- 
ucation of the public. The respon- 
sibility for this devolves primarily 
upon the banking fraternity, the 
members of which are the natural 
guardians of our monetary and 
credit structure. 
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That Case of 871% Per Cent. Interest 


By JAMES E. CLARK 


Automatic Application of the Progressive Rate of Interest Which Under 
Authority of Congress Was Designed to Bring About An Equitable Distri- 
bution of Federal Reserve Bank Accommodations. 
Borrowings of the Bank Under Discussion Was .088 Per Cent. Per Annum 


VERYBODY who uses the 
EL Brooklyn Bridge was con- 
cerned, and millions all over 
the world who do not use it, were 
interested when the announcement 
was made a few weeks ago that one 
of the cables in the famous structure 
had slipped about an inch in its sad- 
meson top of a tower. But 
everybody promptly dismissed the 
subject from attention when a com- 
petent engineer explained that 
Brooklyn Bridge was so con- 
structed that a cable could slip— 
that the slipping of a cable was ex- 
pected and planned for when the 
bridge was built. In other words it 
was largely a matter of self-adjust- 
ment and not a symptom of struc- 
tural weakness. 


When a United States Senator 
the other day declared that a small 
bank in Alabama had: been charged 
by the Federal reserve bank of its 
district interest of 8714 per cent. 
on a loan this brief statement pub- 
lished broadcast, was correct but 
like the bare announcement of the 
slipping of the cable in the bridge 
it no doubt unduly stimulated the 
imagination of many people. 


Checks and Balances 


Political, financial and business 
organizations must have checks and 
balances even as things mechanical. 
In the Federal government legis- 
lative power, judicial power and 
executive power check and balance 
one another as the framers of the 
Constitution intended, and nobody 
supposes that because the Supreme 
Court declares unconstitutional a 
_law which Congress adopted and 
the President approved that the Su- 
preme Court is doing something un- 
just and unfair. That is one of the 
things the court was created to do. 
It is entirely possible, however, that 
sentiment might be worked up 
among some of our citizens by 
pointing out that the Supreme Court 
was setting at naught the combined 


action of the House of Representa- 
tives, the Senate and the President. 

The 871% per cent. case is interest- 
ing but neither new nor alarming. It 
is but an isolated instance of credit 
adjustment and was discussed at 
length in the hearings of the Joint 
Commission of Agricultural In- 
quiry. 


Basic Line of Credit 


The Federal Reserve Board, long 
ago fixed a “basic line” of credit for 
each member bank of a Federal re- 
serve bank. The basic line is merely 
a theoretical measure by which the 
borrowings of one bank may be 
measured against its normal bor- 
rowing capacity. 

In the report of the Joint Com- 
mission of Agricultural Inquiry this 
explanation and formula for deter- 
mination of the basic line is given: 


“Inasmuch as all balances (whether 
created by borrowings or otherwise) of 
member banks. left on deposit with the 
Federal reserve bank must have a re- 
serve of 35 per cent. in gold or lawful 
money, and inasmuch as all borrowings 
from the Federal reserve bank in the 
form of notes must have a reserve of 
40 per cent. in gold, it is apparent that 
the maximum lending power of the Fed- 
eral reserve bank is limited, because of 
those reserve requirements, by the 
amount of capital and deposit contribu- 
tions of all of its members in the form 
of gold and lawful money and by the 
amount of gold and lawful money acquired 
in other ways. If all member banks de- 
sired at the same time to borrow the 
maximum from their Federal reserve 
banks, it would theoretically be necessary 
for the reserve banks to pro rate those 
loans among the member banks in order 
to give each the amount of accommoda- 
tion to which it is entitled without falling 
below the reserves required by the law. 
While it would be impossible to establish 
any absolute formula which will deter- 
mine that maximum amount for each 
member bank, owing to the variable ele- 
ment of the fluctuation in the reserve 
banks’ gold account through purchases, 
sales, transfers, etc. nevertheless, in 
order to fix a theoretical basic line which 
might approximate a member bank’s pro 
rata share of the Federal reserve bank’s 
lending power, a formula was established 
which was somewhat uniform by each 
of the Federal reserve banks which is of 
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Rate for the Average 


theoretical value. That formula with 
certain exceptions was: 

“The reserve deposit of the member 
bank with the Federal reserve bank less 
35 per cent. of that deposit (the amount 
of the reserve which the reserve bank is 
required to maintain against that deposit) 
plus the amount of capital contributed by 
the member bank, multiplied by two and 
one-half. Obviously, as all members do 
not borrow at the same time, and as 
they do not borrow the maximum amount 
they would be entitled to borrow if all 
banks were borrowing at once, some 
banks may and do borrow a larger 
sum than is represented by their basic 
line. The basic line, therefore, is merely 
a theoretical measure by which the bor- 
rowings of one bank may be measured 
against its borrowing capacity, or against 
the borrowings of other banks in rela- 
tion to their borrowing capacity. During 
1920, the basic line was given a practical 
significance, however, by the adoption of 
what is known as the progressive rate. 


Basic Line Formula Applied 


Capitalerandestirpltis sire. cre lterietels eielerte $50,000 
3 per cent. of capital and surplus..... 1,500 
Dentandade posits ia sveleeteyeyes sel - $300,000 
Reserve against demand deposits, 7 per 
(oA XS, viniqig GatcnOI eb ye. crOIN EG OIDIRe OEE Digi 21,000 
PRIME CepOSsitSnier. cle iscerelcltsnegey= sets $200,000 
Reserve against time deposits, 3 percent.. 6,000 
Tota lier OS ELV.e siacusie oss tetsiolere S oreisiete $27,000 
Less 35 per cent. reserve required..... 9,450 


Balance) recietcts stssals do eietacsteleseleta spores $17,550 


Plus 3 per cent. paid in to stock of 


Pederall reserve bank... <% <i. «0.0 sie 1,500 
_ $19,050 

Two and one-half times $19,050, basic 
Veoh. remthous GOOG COM AUD comin ominiciae chk 47,625 


The progressive rate approved by 
the Federal Reserve Board, under 
authority of Congress, consisted 
of the “application of an addi- 
tional penalty rate of one-half of 
one per cent. in addition to the 
regular discount rate for each 
amount of 25 per cent. of borrow- 
ing-on the part of a member bank 
in excess of its basic line. If the 
discount rate was 6 per cent. and 
the member bank’s basic line was 
$100,000. the member. bank would 
pay on the first $100,000, 6 per 
cent.; on the next $25,000, 6% per 
cent.; on the next $25,000, 7 per 
cent.; on the next $25,000, 7% 
per cent.; on the next $25,000, 8 
Petecents. etc 
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The entire amount of borrowings 
in excess of the basic line was not 
necessarily subject to progressive 
rates, as practically all paper se- 
cured by U. S. Government obli- 
gations, and in the case of the 
Atlanta Federal Reserve Bank agri- 
cultural paper up to the amount of 
the member bank’s capital and sur- 
plus was specifically exempted. 


Purpose of the Rate 


The obvious purpose of the pro- 
gressive rate was to restrain bor- 
rowing where the mathematics of 
banking indicated that restraint 
was advisable (since men and insti- 
tutions may meet disaster by too 
much credit), and to equalize credit 
conditions in a district. 

“The theory of the progressive 
rate was to bring about a more 
equitable distribution of Federal 
reserve bank accommodations at the 
lowest possible average rate,”’ wrote 
Governor W. P. G. Harding, of the 
Federal Reserve Board to Senator 
McLean on Aug. 3. “Nearly 33 
per cent. of the member banks of 
the Federal Reserve System were 
not borrowing at all during the peak 
of the strain in 1920, while others 
were borrowing excessively. The 
fact was established at the hearing 
last summer that the application of 
the progressive rate brought about 
a better distribution of loans and 
that in one district alone more than 
300 member banks which had not 
been borrowing at all before the 
progressive rates were applied be- 
came borrowers. Those districts 
which applied progressive rates had 
a normal or basic rate of 6 per cent. 
and the average cost of accommoda- 
tion to all borrowing member banks 
in any district was less than in those 
districts which did. not apply the 
progressive rate but felt obliged to 
maintain a flat rate of 7 per cent. 

“Late in August, 1920, I received 
a letter from the Governor of the 
Federal Reserve Bank of Atlanta, 
asking me to ascertain how the Fed- 
eral Reserve Board would feel about 
abolishing the progressive rates in 
the Atlanta district. You will note 
that the high rates charged the Ala- 
bama bank were for a two weeks’ 
period from September 16 to Sep- 
tember 30, 1920, and that the letter 
just referred to was, therefore 
written before these transactions 
occurred. The Board on August 
31 considered the Atlanta bank’s re- 
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quest for the suspension of its pro- 
gressive rates and I was directed by 
the Board to advise Governor Well- 
born that the Board was unwilling 
to suspend the rates unless the bank 
was willing to establish instead a 
flat rate of 7 per cent. The direc- 
tors of the bank did not deem it ad- 
visable to do this at the time and it 
was not done until November 1, 
1920, when the progressive rates 
were abolished in the Atlanta dis- 
trict and a flat rate of 7 per cent. 
was established. 


Rates Discontinued 


“T enclose herewith a table of 
discount rates at the Federal 
reserve banks from 1914 to 1921 
and would invite your attention 
particularly to the statement re- 
garding progressive or graduated 
discount rates which appears on 
pages 30 to 33. You will see from 
this statement that the progressive 
rates were discontinued at the Fed- 
eral Reserve Bank of Atlanta on 
November 1, 1920, and that on June 
23, 1921, the Board approved a rec- 
ommendation that all charges pre- 
viously made in excess of 12 per 
cent., including the normal rate, be 
rebated. 

“Mr. Wellborn’s letter of Febru- 
ary 21, 1921, which was reprinted 
on page 11661 of the Congressional 
Record for July 27, -1922, shows 
that the Alabama bank referred to 
had a capital and surplus of $35,000 
and was given rediscounts at the 
flat rate of 6 per cent. of $37,765. 
It had an additional line from Sep- 
tember 16 to September 30, 1920, of 
$112,446, which was subject to the 
progressive rate. The progressive 
rates were calculated on the basis 
of actual reserves carried by the 
member banks. Mr. Wellborn’s let- 
ter shows that from September 1 to 
September 15, 1920, the actual re- 
serve carried by this bank was 
$86, while the reserve it should 
have carried, based on its re- 
port of net deposits, was $9,433. 
The letter goes on to show that be- 
cause of this circumstance the 
amount of borrowings on which the 
progressive rates were calculated 
was $691, which necessarily ran 
the rates up very rapidly. 


Had Bank Maintained 


“Had the bank maintained its re- 
quired reserve, the bank’s normal 
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line for the period would have been 
approximately $18,000. As _ the 
Federal reserve bank rate schedule 
progressed 14 of 1 per cent. for 
each 25 per cent. of the basic line, 
this Alabama bank would have been 
subject to a progressive interest 
charge of % of 1 per cent. for each 
$4,500 of the $97,211 of rediscounts, 
instead of a progressive interest 
charge of % of 1 per cent. for each 
$691 of a line of $112,446. It ap- 
pears, therefore that had the Ala- 
bama bank complied with the plain 
provisions of the law (Section 19 
of the Federal Reserve Act), the 
interest on its discounts with the 
Federal Reserve Bank of Atlanta 
during the last two weeks of Sep- 
tember, 1920, would have worked 
out about as follows: 


Amount of paper rediscounted 


September 16-30, 1920..... $150,211 
Amount subject to normal 
rates (basic. line )isesnve eeisee 18,000 
Farm-production paper exemp- 
tion (capital & surplus).... 35,000 
Total exemption......... $53,000 
Leaving as subject to progres- 
Sive. Fates Reraes eee eae 97,211 


Average borrow- Super rates ap- 
ings in excess of plied to excess 


basic line dur- borrowings 
ing report period 
Alabama * * * 
national bank 
basic line, 
$18,000 $4,500 yy 
4,500 1 
4,500 1% 
4,500 2 
4,500 2% 
4,500 3 
4,500 3% 
4,500 4 
4,500 4y 
4,500 5 
4,500 5% 
4,500 6 
4,500 6% 
4,500 7 
4,500 71% 
4,500 8 
4,500 8% 
4,500 9 
4,500 oY 
4,500 10 
4,500 10% 
2,711 11 


“This would have shown a maxi- * 


mum excess rate of 11 per cent. on 
the last $2,711 and an average ex- 
cess rate on the total excess line 
of 534 per cent. It should be noted 
that the period under consideration 
was only two weeks.” 

As a matter of fact, even on the 
basis of the actual discount charged 


2 
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the bank in question, the average 
rate was only 8.8 per cent. per an- 
num on its total borrowings as is 
indicated in a letter quoted below 
from the Governor of the Federal 
Reserve Bank of Atlanta appearing 
in part 13, page 318, of the hearings 
before the Joint Commission of 


- Agricultural Inquiry: 


“Taking the matter as a whole, 
however, it can be seen 


that while the progressive rates 
seem exorbitant, the average rates 
paid to us for money borrowed 
during this period, when afSplied 
against the average borrowings, will 
not show anything in comparison to 
the seemingly high progressive rates 
shown. For instance, the average 
borrowings of the National 
Bank for the period from June 15, 
1920, to October 15, 1920, was 


$149,830. The normal discount rate 
at 6 per cent. on this amount would 
be $2,996.60. Add to this amount 
progressive discount rates charged, 
$3,680.15, and this less progressive 
discount rates rebated, $2,281.56. 
would leave net amount of interest 
paid $4,395.19, which would result 
in a rate charged for the average 
borrowings of 0.0880032 per cent. 
per annum.” 


Labor Troubles—And Beyond 


NE of the first principles of 
democracy is the rule of the 


majority. 

If the rule of the majority is set 
aside, no matter how insidiously or 
subtly, no cleverness in phrase- 
making can hide for long the fact 
that democracy has failed at heart 
and that democracy is going down 
—and business with it. 

One of the plainest functions of 
government is the protection of its 
people. If government turns aside 
from its duty to give adequate pro- 
tection to its people in the pursuit 
of legitimate industry, the govern- 
ment fails in one of its first essen- 
tials and laws may easily and 
quickly descend to the level of mere 
reading matter. 

In the labor troubles which have 
occupied public attention in recent 
months, there are two conditions of 
the gravest importance in their 
bearings on individual liberty and 
on the permanence of democracy. 

The first is found in the declara- 
tion of the President that a labor 
organization has the country at its 
mercy; in effect that business may 
slowly be strangled by the will of 
a very small minority of its people; 
that this minority may, if it chooses, 
impose, create or continue a situa- 
tion which will destroy capital, 
render innocent men idle, cause suf- 
fering and death. 

Any minority possessing this 
great power may enforce a reason- 
able demand for wages or hours 
this Fall; may enforce an unreason- 
able demand in the Spring and 
anon may go a degree further with 
little respect for public opinion. 
Every retreat made in the face of 
oppression invites an advance by 
the oppressor.’ 


By CONKLING HONSFORD 


The second condition is the de- 
mand that troops called out to pro- 
tect property from possible destruc- 
tion, and men from certain violence 
and death be recalled. In the last 
analysis this is a demand that a 
fundamental function of the govern- 
ment shall be suspended, that law 
shall cease in its operation insofar 
as it relates to the issue of this par- 
ticular labor trouble; that the right 
of men to work shall cease, and that 
instead of the institution of justice 
there shall prevail the irresponsible, 
intolerant mob with a free hand to 
do as it will. 

The losses of many kinds which 
up to Sept. Ist had been caused by 
labor troubles may be_ reck- 
oned and appraised, but what ap- 
praisal can be placed upon the 
damage done to the very structure 
of the nation which is revealed by 
the present ascendency in power of 
a minority and by that turning away 
from reason which emboldens men 
to say in effect that one of the 
essential functions of government 
shall give way? 

Coal and transportation are vital, 
the rights of labor are vital, but the 
maintenance of the two principles 
of government just referred to rise 
above either of them. 

In all of the darkness which has 
settled over Russia the most ter- 
rible thing is the indifference of the 


-mass. Having passed through vari- 


ous stages of despair, people have 
come at last to that of indifference. 
One of the perplexities of the pres- 
ent situation is the indifference of 
the average resident of the United 
States who is as yet not directly 
concerned with labor troubles and 
the revelations of mistaken men 


which have come with them. One 
nation lost its liberties because it 
did not have sufficient means of 
transmitting intelligence among its 
peoples. There is also a danger to 
us in the very abundance and per- 
fection of our means of transmit- 
ting intelligence. The worth-while 
facts, the dangerous trends are all 
but buried in a mass of inconse- 
quential, disjointed, more or less 
irrelevant things as they come to 
the busy man in the news of the 
day. With the growth of tenden- 
cies antagonistic to the continuance 
of free institutions this indifference 


should not continue. Considered 
even from a_ sordid, business 
point of view, the indifference 


is already exacting penalties. 
Looked at from a patriotic point 
of view the people of the present 
generation are custodians of lib- 
erties passed on to them from the 
generations which went before 
them and are by duty bound to 
preserve principles which are 
sacred. There can be no general 
evasion of that duty without a gen- 
eral loss—loss of business, loss of 
prosperity, loss of the accumulated 
capital of the country. 

The intelligence and the moral 
power of the banker can exert a 
powerful influence in preventing 
and thwarting any infringement 
upon principles, the vigilant up- 
holding of which is necessary for 
the preservation of the prosperity 
and the freedom we now enjoy. 

The immediate issues of any 
labor trouble may not directly con- 
cern him, but always it is the affair 
of every far-seeing citizen when an 
attempt is made to depart from a 
fundamental principle. 


Why We Cannot Open Up Russia 


Internal Conditions Not Favorable for the Resumption of Commercial 


Relations. 


of the Former Empire. 


hausted Soon. 


EGARDLESS of the attitude 

of the Department of State 

toward the Soviet Govern- 
ment of Russia, the internal condi- 
tions of Russia and the policy of the 
Soviet Government are such that 
for the time being American busi- 
ness can gain very little by dealings 
with that country. Even under a 
trade agreement our exports to Rus- 
sia could not have been large in the 
past and cannot become large in 
the near future. Similarly, nothing 
our government could do would in- 
crease in any important degree 
private investment in that country. 
Great as is Russia’s need of foreign 
goods and foreign capital, its in- 
ternal conditions and the policy of 
its rulers are such as almost to pre- 
clude the possibility of obtaining 
the one or the other. 


Need; Not Demand 


The opening of the Russian mar- 
ket has frequently been suggested 
as a practical remedy for the de- 
pression of industry now prevailing 
not only in the United States but in 
the leading Western European 
countries. The needs of the vast 
Russian population, deprived for 
years of their customary imports, 
are pictured as representing an 
enormous demand for goods. The 
trouble is that need does not con- 
stitute effective demand. Except on 
credit, people can import goods only 
if they have something with which 
to pay for them. Russia has almost 
no such means of payment. 


It is true that Russia has im- 
ported considerable quantities of 
goods, but Soviet statistics show the 
amount in 1921, on the basis of 1914 
prices, was about $125,000,000, or 
less than one-fifth the annual pre- 
war rate. Even in the absence of a 
trade agreement the total American 
exports to Soviet Russia amounted 
to about $19,000,000 in 1921, which 
was seven-tenths the 1913 exports 
to the Russian empire from the 
United States, indicating a falling 


relatively less than has taken place 
in the trade there of Great Britain, 
which has a trade agreement. 


The most significant fact about 
Russian imports is that they have 
been paid for almost entirely out of 
the gold reserve of the former em- 
pire. The total exports of Soviet 
Russia during 1921, according to 
figures of the Bolshevik author- 
ities, being only about $10,500,000, 
which was about one-seventh of the 
exports of 1913. 


Before the war exports somewhat 
exceeded imports; in 1921 the im- 
ports were more than twelve times 
the exports in value. The differ- 
ence was made up by gold. In the 
light of the extreme hardship which 
an extremely depreciated currency 
is causing in Russia, this exporta- 
tion of gold must be considered a 
grave and possibly irreparable blow 
to the future financial situation of 
the country. Moreover, the Rus- 
sian stock of gold is strictly limited 
and the current production is in- 
significant. It can not be long be- 
fore this means of payment for im- 
ports will be wholly exhausted. The 


“The opening of the Russian 
market has frequently been sug- 
gested as a practical remedy for 
the depression of industry now 
prevailing not only in the United 
States but in the leading Western 
European countries. The needs 
of the. vast Russian population, 
deprived for years of their cus- 
tomary imports, are pictured as 
representing an enormous demand 
for goods. The trouble is that 


need does not constitute effective 
demand. Except on credit, people 


can import goods only if they 
have something with which to pay 
for them. Russia has almost no 
such means of payment.” This 
article comprises only excerpts 
from a more complete study on 
the subject of Industrial and 
Economic Russia which has been 
published by the Commerce and 
Marine Commission of the Amer- 
ican Bankers Association and 
which can be had upon request by 
members of the American Bank- 
ers Association. 
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Imports Paid for Almost Entirely Out of the Gold Reserve 
That Means of Payment Probably Will Be Ex- 


Little Prospect of an Export Surplus in the Near Future 


opportunity to sell goods to Russia, 
except on long term credit, will 
hereafter depend on Russian pro- 
duction. 


The prospect of Russia having an 
important export surplus in the near 
future is most discouraging. It 
must. not be forgotten that before 
the war 70 per cent. of Russia’s ex- 
ports were agricultural products— 
foodstuffs, flax, hides, wool, etc. A 
large proportion of Russian imports 
today consist precisely of foodstuffs. 
The worst famine of modern times 
is gripping the country. 


If the Door Were Open 


Meantime, there has been still 
more enormous fall in the produc- 
tivity of other industries, and small 
likelihood appears that any of them 
can produce an important export 
surplus for some time. Were the 
Soviet authorities to throw the 
doors of Russia wide open to trade, 


there might be, for a short time, a 


considerable of the treasures of pre- 
war households. Some © stich 
treasure still remains, and _ their 
owners would part with them in 
order to satisfy their dire needs. 
Trade of this character, however, 
can make little enthusiasm in Amer- 
ican business men. 


Apart from an inherent lack of 
the wherewithal for commerce, 
grave obstacles have been placed in 
the path of business by the Soviet 
Government itself. The normal ma- 
chinery of trade does not exist. 
Everything is subject to extreme 
government control. In principle, 
foreign trade is a government mo- 
nopoly, and such commerce as it 
permits semi-private organizations 
to carry on, is subject to far-reach- 
ing regulations. Let no one suppose 
that if the American Government 
should make a trade agreement with 
Russia, the American manufacturer 
or merchant could sell goods to the 
Russian dealers or consumers. He 
would have to sell to the Russian 
Government or to agencies con- 
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trolled by it. Some goods he would 
not be permitted to sell at all, and 
for all his goods the prices would 
be fixed by the government. 


Export Purchases 


The purchase of export goods 
takes place upon the Russian market 
without restriction. Payment may 
be made in Russian money or in 
foreign valuta, but in the latter case 
only through the intermediation of 
the State Bank. An export permit 
has to be obtained from the Foreign 
Trade Commissariat. 

Mr. P. Stomoniakoff, Chief of 
the Commercial Mission of the So- 
viet Republic, attempts to defend 
extreme government control on the 
ground that with Russia so impov- 
erished, were trade free, the people 
would be forced to pay exorbitant 
prices for imported goods and 
could get only ridiculously low 
prices for their products and their 
accumulated treasures. He adds 
that there is justification for pro- 
tecting the Russian people against 
exploitation, but it is evident that 
control goes much further than is 
necessary for that end and that so 
long as such excessive government 
interference continues, there will be 
very little trade. 


Mixed Companies 


Soviet authorities are now count- 
ing largely upon the activity in for- 
eign trade of mixed companies of 
government and private stockhold- 
ers. Two or three such companies 
have already been formed, the gov- 
ernment holding in each case a ma- 
jority of the stock. In view of the 
severe regulations, these companies 
appear by no means attractive to 
foreign capital, and especially will 
the foreign capitalist hesitate to 
guarantee the credits of such cor- 
porations abroad as the Soviet au- 
thorities expect him to do. The re- 
strictions make the case akin to a 
partnership where all the risk rests 
with one partner, and all the power 
and most of the gain with the other. 


If there is little promise for 
American business in participation 
in trade with Russia, there is even 
less in the investment of capital in 
Russian industry. Beyond ques- 
tion, Russia has a crying need for 
capital. The Soviet authorities 
themselves constantly proclaim that 
rehabilitation is dependent upon 
capital from abroad. Without large 
aid from foreign capital, the res- 
toration of production in Russia 
must be extremely slow. But un- 
fortunately, need for capital does 
not by itself constitute an effective 
inducement to capital. Capital must 
see prospects for profit. Under the 
conditions in Russia, that prospect 
is too uncertain to attract most in- 
vestors. The hindrances to invest- 
ment arise partly from the policy of 
the Soviet Government and partly 
from the general ruin of industry 
and the demoralization of industrial 
organization. 


Protection Lacking 


Foreign capitalists in general will 
not believe that they possess suffi- 
cient protection so long as the So- 
viet Government continues to hold 
confiscated property of foreigners 
and even to fail to compensate them 
for it. Nothing approaching a res- 
toration of foreign property or ade- 
quate compensation has yet been 
made or even promised. The very 
attempt already mentioned to re- 
quire as a condition of such restora- 
tion or compensation the grant of 
loans from abroad, shows how far 
the Soviet Government is from re- 
alizing the attitude of business men 
toward property rights. The Bol- 
shevik leaders do not yet see that 
it is a condition and not a theory 
which confronts them—the condi- 
tion that capitalists simply will not 
invest money where property rights 
are flagrantly violated. 

Although the attitude of the So- 
viet authorities is less extreme to- 
day than formerly and numerous 
steps have been taken to restore 
capitalistic methods, nevertheless, 
private management, so far as it has 
been permitted, is still subject to 


conditions offering little attraction 
to capital or managerial talent. 


The New Policy 


The recent changes in the man- 
agement of Russian Government 
enterprises constitute the principal 
feature of what is commonly called 
the new economic policy. In most 
industries the workers are no longer 
given uniform rations but are paid, 
so far as possible, according to out- 
put. Money wages supplement 
wages in kind. Government enter- 
prises, with certain important ex- 
ceptions, are required to operate on 
“business principles’—to buy their 
own materials, pay their own wages, 
and sell their products at a profit to 
other government institutions or the 
general public. All this shows an 
increased apprehension of the im- 
portance of appeal to the economic 
motives of workers and managers, 
although these measures have 
largely failed so far to improve the 
industrial situation. 

It is the common notion that 
while American business men are 
kept back, or themselves voluntarily 
held back from transactions in Rus- 
sia, the Germans are going in on a 
large scale and getting control of 
trade and enterprise. As a matter 
of fact, the Germans have done 
comparatively little because they, 
too, have found the terms imposed 
by the Russian Government unac- 
ceptable. 


Adverse Conditions 


If only reasonable terms of lease 
or concession could be secured at 
the outset, the risks of the capitalist 
or business manager in engaging 
his money or his ability in Russia 
would probably lie less in the un- 
certainties of public opinion or of 
politics than in the practical eco- 
nomic conditions under which busi- 
ness must be conducted. Among 
the many conditions militating 
against success are: Lack of suffi- 
cient freedom, inefficiency of those 
branches of business still remaining 
under Communist administration, 
habits of idleness and insubordina- 
tion on the part of labor, engen- 
dered under communism, and above 
all, the general ruin of agriculture, 
industry and transportation. The 
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success of any individual business is 
in most cases dependent on the suc- 
cess of other business. The factory 
must have coal, transportation, and 
raw materials. If industries fur- 
nishing these fail to function prop- 
erly, it is likely itself to fail. If 
other industries are unproductive, 
those engaged in them can not buy 
what the factory produces. The 
full prosperity of any enterprise un- 
dertaken in Russia can in general 
be achieved only on the condition 
of general rehabilitation throughout 
the country. There are, however, 
exceptional enterprises, which are 
of such character or are so located 
geographically that they might hope 
to succeed fairly in the absence of 
such general rehabilitation. 


Agriculture 


The basic factor in Russian eco- 
nomic life is agriculture. Fully 85 
per cent. of the population is en- 
gaged in that industry. And the 
decline in agricultural production 
has been enormous. The area 
planted has dropped off disastrously, 
and quite apart from the effects of 
the extraordinary drought of 1921, 
the yield per acre has likewise fallen 
greatly. In the territory now con- 
stituting Soviet Russia in Europe, 
the area planted to grain of all sorts 
before the war was about 195 mil- 
lion acres. In 1921 the grain area 
in the same territory was only 113,- 
700,000 acres, a decline of over 40 
per cent. Even this figure was con- 
sidered by some Russian experts to 
be too high. 


Wages According to Output 


It was at this time that the so- 
called “new economic policy” began 
to be introduced in industry (July, 
1921). In substance, the plan was 
to pay wage earners according to 
output and to require government 
enterprises, or at least certain of 
them, to run on a commercial basis 
—pay their own way. 

The Soviet leaders boasted much 
of the results achieved at the out- 
set under this so-called new policy. 
Production in many lines increased 
rapidly for a time and wage earners 
in many industries fared much bet- 
ter than before. The result was 
no doubt partly due to the addi- 


tional incentive to labor and man- 
agement. It was in part, however, 
due merely to the fact that after 
harvest new food supplies had be- 
come available. Even under the 
new economic policy, the food of 
the wage earners consists chiefly 
of what they receive, no longer as 
rations, but as part of wages, from 
the government. Naturally the 
great bulk of the tax in kind came 
into the government’s hands within 
a few months after harvest. For the 
time being it had the all-important 
wherewithal to compensate labor 
and keep it at work. During these 
months of increased production, the 
government was using up not 
merely its reserves of food, but its 
reserves of material as well. 

The inevitable reaction came with 
startling suddenness. Production 
fell all along the line almost if not 
quite as rapidly as it had risen. 
Government institutions, unable to 
pay their wage earners the promised 
amounts in kind, paid them more 
paper money. Prices soared at a 
rate probably never before exceeded 
in any other country. Real wages 
fell enormously. Unemployment 
became a great problem. Even for 
what little they produced, govern- 
ment factories could find no market. 


No Forecast Possible 


It is quite impossible to forecast 
what will happen to Russian manu- 
facturing and mining industry 
either in the near or more distant 
future. It depends much upon 
whether the Russian Government is 
able to induce foreign capital to 
come in. Even if there is no change 
in the present methods of operat- 
ing industry, it is quite possible 
that, immediately following harvest, 
there may be some improvement in 
the output of industries and in the 
condition of the working classes. 
Already, during May, the prospect 
of a harvest better than that of last 
year checked the soaring of prices. 
For the time being, at least, the So- 
viet authorities after harvest may be 
able to feed their working people 
better, and this is the most impor- 
tant factor tending to increase the 


output of mines and factories. Any 
intelligent judgment, however, as to 
the possibility of maintaining pro- 
duction even at the low scale of two 
or three years, to say nothing of in- 
creasing it, cannot be formed until 
the spring of 1923, for it is always 
in the spring that the fundamental 
shortage of agricultural production 
makes its effects fully felt. 


Little to Tempt Capital 


Such is a picture drawn directly | 


from Bolshevik sources of the status 
of economic life in Russia at the 
present time. Whatever one may 
think as to the extent to which the 
unfortunate conditions described are 
attributable to the communist sys- 
tem, it is perfectly evident that these 
conditions have a very important 
bearing upon the possibility of trad- 
ing with Russia and upon the wis- 
dom of investing capital there. 
Under the restrictions which the 
Bolshevik Government imposes upon 
the conduct of trade and enterprise, 
there is very little to tempt Amer- 
ican business men at the present 
time to undertake business with 
Russia. It is earnestly to be hoped 
that there may be changes in policy 
and improvement in conditions 
which will make trade and invest- 
ment more practicable, but for the 
time being, the obviously safe policy 
for American business in general is 
that of watchful waiting. Here and 
there some particular commercial 
transaction or industrial enterprise 
possibly may be undertaken with 
profit but these instances are the 
exception. 


Business Changes 


The United States Mortgage and Trust 
Company has elected John A. Hopper 
vice-president in charge of the new 
Madison Avenue Branch; Charles ‘S. 
Andrews, Jr., vice-president in charge of 
the 73d Street Branch; Robert F. Brown 
secretary, to succeed Mr. Hopper; H. C. 
Ottiwell an assistant secretary and Blinn 
F, Yates an assistant treasurer. 


William Hatch Davis, 1016 Old Na- 
tional Bank Building, Spokane, Wash- 
ington, is now secretary and general 
counsel of the Washington Bankers Asso- 
ciation. 


' 
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The Red Stock Exchange of Moscow 


Business Noisily Conducted in the Street in All Commercial Tongues. 
Exciting Mart Where Concessions Find Ready Buyers. 
Subject to Raids Which No One Fears. 
taurants Where a Dinner May Be Had for 3,000,000 Rubles. 


HILE the Soviet govern- 
ment has solemnly vouched 
to abolish all the private 
property of its citizens—more cor- 
rectly, its slaves—and has nation- 
alized all the mills, factories, mines, 
estates and corporate or personal 
funds of the bourgeois, yet personal 
property exists and that of some 
persons is rapidly increasing. It 
seems that the 
devil, which the 
“comrades” are 
driving out of the 
front door, is 
rushing in through 
the back door. 
Once upon a 
time the Soviet 
proclaimed that 
in the immediate 
future all money 
would be abol- 
ished. Banks and 
brokerage houses, 
stock exchanges 
and money deal- 
ing shops were 
closed, and _ for 
nearly two years 
all financial - and 
business specula- 
tion was seem- 


By IVAN NARODNY 


national: Russian, German, French, 
English, Swedish, Polish, Finnish, 
Lettish, Armenian, Turkish, Tartar, 
Chinese, Japanese, Hindoo—briefly, 
nearly every language of the com- 
mercial races. One party tries to 
outshout the other, and then the in- 
terpreters are hired, and when trans- 
lation fails, pure and simple old- 
fashioned pantomime is employed. 


ingly wiped out. 

But whoever. 

visits today Ilinka Street in Mos- 
cow finds it a wild copy of Broad 
Street, New York, as it used to 
be. Facing the windows of the 
various Soviet offices are the 
offices of red brokers, and the street 
is filled with excited speculators, 
salesmen of bonds, agents and 
gamblers. In fact, a regular red 
stock exchange has operated over 
a year at the Ilinka, where people 
sell moneys, exchange properties, 
purchase concessions and transact 
every kind of financial business as 
one does on the New York Stock 
Exchange. It is perhaps a little 
more noisy than the New York 
curb used to be, as the speculating 
language here is absolutely inter- 


Where the Red Stock Exchange Meets 


Ilinka, the Moscow Wall Street, 
is an exciting mart. Here the Soviet 
commisars come to take notes of the 
daily exchange, purchase foreign 
currency or sell the paper rubles. 
The price of the Soviet paper ruble 
is fixed daily at Ilinka, and the 
Soviet finance commisars humbly 
follow the footsteps of the red ex- 
change. 

The red stock exchange is an il- 
legal institution and liable to raids, 
arrests and confiscation, which are 
occasionally carried on in the same 
way as the United States prohibi- 
tion agents do to bootleggers and 
liquor dealers. Yet bootlegging 
exists in New York and speculation 
in Moscow. 
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An 
An Illegal Institution 


Deals Concluded in Nearby Res- 


Plenty of Gold. 


The red stock exchange of Mos- 
cow is a spontaneous institution 
built upon unwritten laws and uni- 
versal traditions. No one seems to 
know how it originated, or who 
leads it, yet there it is, rapidly gain- 
ing in power almost daily. Other 
red exchanges have risen, too, in 
nearly all larger provincial towns, 
and there seems to be some kind 
of a silent busi- 
ness relation or 
understanding be- 
tween them. AI- 
though no _ bulle- 
tins are published 
and there are no 
tickers nor wire 
news of their 
transactions, nev- 
ertheless by some 
magic means they 
do business with 
one another and 
maintain uniform 
prices. 

The big  busi- 
ness of the red 
stock exchange is 
transacted on the 
street, but the de- 
livery, ofthe 
moneys or papers 
is made in the offices of the 
brokers, or in the restaurants and 
cabarets. The red exchange opens 
usually about 10 A. Mm. and closes at 
2~p.M. After 2 o’clock everything 
is over, and Ilinka is deserted. But 
then the brokers and their cus- 
tomers spend the time in the various 
gay cafés or tea rooms, which are 
fitted out with Oriental splendor 
and serve all kinds of meals and 
drinks from caviar and sterlet din- 
ners to Scotch whiskeys and French 
champagnes. For money you can 
get everything. A dinner of six 
courses costs 3,000,000 rubles, or 
$1 to $2, while a genuine bottle of 
Scotch whiskey costs 9,000,000 
rubles, or $6. 
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Millions Inadequate 


The brokers at Ilinka do not deal 
in millions, but in billions, trillions, 
quintrillions, and the numbers above 
those are called ‘emeralds’ and 
“pearls.”’ One sees here moneys of 
all nations—dollars, pounds, marks, 
francs, pesos, etc.—yet the values 
of all the various exchanges are 
treated on the gold bases, which 
seem to correspond with the 
views of the leading stock ex- 
changes of the world. The price 
regulation system of the red ex- 
change is really phenomenal. Its 
unknown members and officers ap- 
parently know the daily quotations 
of the London and Paris ex- 
changes, and keep their transactions 
on the same level. As soon as the 
German mark falls in London, it 
falls also in Moscow. 


Plenty of Gold. 


There is plenty of gold in the 
hands of the members of the red 
stock exchange. When a Russian 
wishes to leave the country and 
wants to exchange the Soviet paper 
rubles either for gold rubles or for 
certain foreign money, he must get 
the money from the red stock ex- 
change. The people sell and buy 
moneys at Ilinka; they buy and sell 
foreign bonds and stocks; they sell 
or buy the domestic bonds and 
stocks of the time of the Czar. The 
red exchange transacts the business 
of mortgaging properties and finan- 
cing new industrial enterprises. 
The Soviet officials sell through the 
red exchange their loots and con- 
cessions. 

Nearly every morning before the 
red stock exchange opens one sees 
all kinds of brokers, hurrying to 
their Ilinka offices, with satchels in 
hand, or portfolios under the arm, 
bulging with money and securities. 
There are at least half a dozen large 
restaurants where the transactions 
are celebrated or deals planned, over 
tables covered with all kinds of 
delicacies and liquors. The brokers 
and their customers eat and drink 
here till after midnight. 

In these Ilinka Street restaurants 
the members of the red stock ex- 
change meet and discuss the poli- 
cies, make plans and decide upon 
measures in dealing with the Soviet 
officials. Here some minor sales 
are made and money is gambled 
freely. A billion ruble bill is a 


normal affair in these “comrade” 
restaurants. It is in these places 
that most of the Soviet commisars 
spend their quickly accumulated 
fortunes and sell government se- 
crets or privileges to business men. 
Here is a bit of a Soviet cabaret 
conversation, carried on between a 
commisar, his sweetheart and the 
red broker: 


Sale of a Monopoly 


CoMMISAR: “Comrade, I can sell 
you the tobacco monopoly in the 
province of Tver for three_ billion 
rubles a year ($2,000). One billion 
by signing the contract; the second, 
after the first half year, and the rest 
a month before the year expires.” 

Broker: “Don’t talk nonsense! 
I'll pay you two billions, which is 
equal to 50 per cent., to you and 
fifty to government.” 

WomMaAN TO Broker: “Dear Vas- 
sily Ivanovich, you must under- 
stand, we cannot live on the poor 
salary we get, and we have to divide 
the commission, fifty fifty, with 
men higher up. We must get one 
billion, the other goes to our supe- 
riors and the third goes to the gov- 
ernment.” 

After some dickering and discus- 
sion the agreement was signed at 
three billions, and the broker then 
sold the monopoly to a German 
cigar manufacturer from Riga for 
six billion rubles. The broker made 
$2,000 commission that very eve- 
ning without paying a penny. 

The brokers of the red stock ex- 
change work usually on a 60 per 
cent. commission to begin with. 
The red stock exchange brokers 
make money quickly, but they lose 
just as quickly, due to their bold- 
ness in dealing with the commisars 
or functionaries of the Soviet. 
Sometimes a concession is secured 
for a low price, money is invested, 
and finally the venture collapses. 
The red stock exchange has made 
not millionaires, but billionaires 
and trillionaires. There are even 
several emeraldaires, whose actual 
riches are unknown to themselves. 


Monopolies Sold 


It is not unusual that monopolies 
of whole provinces, palaces, and 
concessions of vast regions are 
bought and sold on the red ex- 
change. The red stock exchange is 
so at home with its illegal posi- 


tion that it does not bother about it 
at all. Since most of its brokers 
have invested heavily in the specu- 
lation of the Soviet’s communistic 
possessions, they naturally support 
the Soviet and prefer its continu- 
ance to any other form of govern- 
ment. 


One of the great sensations of the 
red stock exchange was the forma- 
tion of huge Soviet trusts: Meat 
Trust, Lumber Trust, Steel Trust, 
Sugar Trust, Textile Trust, Trans- 
portation Trust, Building Trust, 
etc., which were offered by its 
brokers now to native speculators, 
then again to foreigners. Herr 
Stinnes is negotiating at present for 
the purchase of the Steel, Lumber 
and Export Trusts. Hollanders 
and Englishmen are among the red 


brokers, but the largest percentage — 


is composed of the Jews. The trust 
fever has subsided as the general 


- policies of the Soviet and corrup- 


tion of its commisars and leaders 
makes the development of the trusts 
practically impossible. One has to 
bribe commisars here and there 
until no profit is left. 


Rules By Usurpation 


Stinnes’s idea of securing a num- 
ber of the Soviet trusts is to intro- 
duce his individually employed Ger- 
man police to protect his interests, 
on the one hand, and on the other, 
his policy is somewhat monarch- 
istic and reactionary. Herr Stinnes 
knows that the “comrade” govern- 
ment is too shaky, and will fall as 
soon as the people can hold a gen- 
eral election of their representa- 
tives. The Soviet rules by usurpa- 
tion and political tricks, as none of 
its forty-two vzik members are 
even elected by the so-called prole- 
tariat, whom they pretend to repre- 
sent. 


The Soviet is 99 per cent. more 
despotic than the overthrown gov- 
ernment of the Czar was; there is 
not even as much freedom under 
the Soviet rule as there was under a 
potentate of the Dark Ages. 


No One Seems to Work 


The most shocking impression of 
Russian life is its absolutely helpless 
state and the gloom that seems to 
hover over the vast country. No one 
seems to work, nor to have a desire 
to work. Ignorance and indifference 
are the prevailing characteristics of 
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Russia. The Soviet is manufactur- 
ing wonderful theories—air castles 
of Utopian conditions—and feed- 
ing the public with these theories. 
Like a huge octopus, it sucks out 
the life-energy of the nation. It 
does not work itself, neither does it 
let others work. Corruption, specu- 
lation, hysterics, vandalism, torture 
and death face an enlightened vis- 
“itor at every step. (I mean a visitor 
who cannot be fooled by publicity 
agents and propaganda bureaus of 
the communists. ) 

The red stock exchange is one of 
the leading illegal ifistitutions, yet 
all the Soviet functionaries make 
use of it for their personal gain. 
The Soviet does not tolerate law; 
it issues canonical decrees and rules 
which are supposed to last only for 
the time being. There is no law 
that protects anyone from being ar- 
rested, executed and deprived of 
everything he has, yet there are 
rules that prescribe to commisars 
the maintenance of peace and order. 
The Soviet system is establishing a 
kind of social life, where everything 
will be dependent from a red broker 
and a communistic commisar. The 
one is the political, the other the 
economic master of the system. 


Manipulates Prices 


The red stock exchange is less 
than two years old, yet it has al- 


Membership Dues 


On page 74 of the August, 1922, 
JOURNAL reference was made to the 
certificate-drafts sent to members 
in connection with membership dues 
for the fiscal year ending Septem- 
ber 1, 1923. It is gratifying to re- 

port that a very large percentage of 
members have remitted for dues 
which under the by-laws are pay- 
able in advance as of September 1. 

The membership is nearly 23,000, 
or over 70 per cent. of all banks, 
and there is an enormous amount of 
work in connection with the col- 
lection of dues. It is the desire of 
the officials that the collection of 
dues be completed at an early date, 
thereby eliminating delay or cor- 
respondence. Members who have 
hot remitted are respectfully urged 


ready got into its grip nearly the 
whole financial system of Russia. 
It manipulates all the prices and 
concessions, and has covered the 
country with a network of branch 
exchanges that reach their insidious 
fingers to the smallest towns and 
villages. The red stock exchange 
has opened credits in London, Paris, 
Tokio, Buenos Aires, New York 
and Berlin. It has shipped Russian 
gold to American banking houses, 
and is now making elaborate plans 
to sell Russia to the American 
speculators. 

The red brokers are mostly men 
of reckless type, who have gone 
through the whole gamut of the ter- 
ror, first as red guards, then as agi- 
tators and propagandists, then again 
as agents of the communists, or as 
commisars and profiteers. Many of 
them have been sentenced by the 
revolutionary tribunals to be ex- 
ecuted, and are even on the list of 
the dead, for some crime they com- 
mitted. They are hardened gam- 
blers, self-made men, mostly with 


‘very little education, and perfect 


parvenus in their character. Hav- 
ing gone through everything, they 
do not mind raids, arrests and 
threats. They know their money 
will buy everything. 

The red stock exchange of Mos- 
cow is so firmly established that the 
Soviet is afraid of it. Like a quick- 
sand, it exists without any definite 


Convention Calendar 


DaTE ASSOCIATION PLACE 
Sept. 7 Delawatemennne Rehoboth 
Sept. 13-14 Indiana .....Indianapolis 
Sept. 22-23 New Mexico..Las Vegas 
Sept. 26-27 INebraskaweassnee: Omaha 
Oct. 2-6 American Bankers Asso., 

New York City 
Nov. 10-11 PA TIZON Ag eee eo eene Bisbee 
to do so promptly. REMIT- 


TANCES SHOULD BE MADE 
IN NEW YORK FUNDS DI- 
RECT TO THE AMERICAN 
EXCHANGE NATIONAL 
BANK, NEW YORK, AND 
CHECKS MADE PAYABLE 
TO THE ORDER OF THAT 
INSTITUTION. 
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solidity, without any definite celebri- 
ties—at least to the outside world 
today. The Soviet finds its huge 
institutions also built upon that 
quicksand, yet it cannot get away 
from it. Most of the leading com- 
misars are on the list of the gam- 
blers of the red stock exchange, or 
they are partners of certain brokers, 
or they owe money to the brokers. 
The red stock exchange is the com- 
munistic Monte Carlo, the go- 
between institution between the 
“comrade’”’-politicians and the out- 
side world. A while ago it sold the 
whole of Eastern Siberia for a few 
thousand dollars to an American, 
now it is negotiating for the sale of 
all the looted textile mills of Mos- 
cow to a few New Yorkers. 


Its Real Use 


The red stock exchange of Mos- 
cow enables the functionaries of the 
Soviet to get all they can, invest 
their money safely abroad, and re- 
sign. It enables the leaders to 
preach communism to the masses 
and make money for themselves; it 
enables the Soviet to play hide and 
seek with the ignorant workingmen ; 
it speaks of ideals, while filling its 
own pockets; and it enables a hand- 
ful of adventurers to wreck and kill 
while the civilized world looks on 
and washes its hands of responsi- 
bility. 


Southern Special 


For the convenience of dele- 
gates attending the American 
Bankers Convention, October 2-6, 
arrangements have been perfected 
to operate a special train from 
Atlanta, upon which it is  pro- 
posed to assemble bankers from 
Alabama, Florida, Georgia, Louisi- 
ana, Mississippi and Texas. 

Delegates from adjacent states 
or from points on the route of the 
Southern Railway between At- 
lanta and New York are invited 
to take reservations on this train. 

The members of the executive 
Council of the American Bankers 
Association in the states affected 
and the secretaries of the states 
will serve on the transportation 
committee. 


Greater Protection for Member Banks 


Now Investigates Crimes of Violence Occurring on the Street As Well 


As Inside. 


List of Offenses Coming Within Jurisdiction of Depart- 


ment’s Operations Includes Forgery, Check Raising, Sneak Thefts, 
Swindles, and Attempted or Successful Hold-Ups and Burglaries 


PON the initiative of Presi- 

dent Thomas B. McAdams, 

an important change has been 
made in the rules of the protective 
features of the American Bankers 
Association that not only adds to 
the value of this service to members, 
but also throws greater protection 
around their empoyees, whose lives 
are placed in jeopardy in the dis- 
charge of their duties, whether in- 
side or outside their bank. 

For twenty-six years an unbroken 
rule of the Protective Committee 
has precluded the investigation of 
any crime taking place outside a 
member’s banking rooms. This, of 
course, excluded messenger hold- 
ups outside a bank. In such a case 
the funds leave the bank and it 
was deemed that the investigation 
involved a risk and expense too 
great for the Association. There- 
fore, the Protective Committee had 
consistently refrained from han- 
dling street holdups. 

President McAdams recognized, 
however, that if for no other reason, 
consideration of humanity  de- 
manded that every possible protec- 
tion be given the men who risk their 
safety in transporting bank funds. 
It was his opinion that the prospect 
of relentless pursuit by the agents 
of the American Bankers Associa- 
tion would serve as a deterrent to 
criminals in attacking messengers, 
and he believed they should be given 
the benefit of such protection. 

Protective Rule Number 1, 
providing for investigations, has 
accordingly been made more com- 
prehensive and now includes “‘cases 
of holdup, burglary, or other crimes 
of violence involving physical in- 
jury to, death of, or jeopardizing 
the life of any officer or employee 
while engaged in pursuit of the 
member bank’s business, whether 
inside or outside the bank.” 

The case that focused Mr. Mc- 
Adams’ attention upon this matter 
was the holdup May 15 of T. W. 
Watkins, assistant cashier of the 


Citizens Bank, while acting as mes- 
senger between his own and the 
Union National Bank of Spring- 
feld, Mo. Mr. Watkins was shot 
and seriously wounded and robbed 
of $20,500, and his attendant guard 
was also badly hurt. 

S. E. Trimble, vice-president of 
the Union National Bank and a 
member of the Executive Commit- 
tee of the National Bank Division, 
reported the case to the Associa- 
tion, but under the then existing 
rules the Protective Department’s 
hands were tied and it was unable 
to undertake an investigation be- 
cause of the crime having been 
committed outside of the bank. 


It was so apparent that the As- 
sociation should take an active in- 
terest in preventing crime of this 
character where the lives of em- 
ployees were placed in jeopardy 
that the President immediately 
brought the matter to the attention 
of the Protective Committee, with 
the result that his recommendation 
was adopted and the action con- 
firmed by the Administrative Com- 
mittee. 

The Association, through its 
agents—The William J. Burns In- 
ternational Detective Agency, Inc. 
—is now prepared to investigate 
without expense to the member 
banks, if the case be reported 
within ten days after discovery: 

Forgery ; 

Check raising ; 

Sneak theft ; 

Swindle, including mortgage 

swindle; 

Attempted or successful holdups ; 

Attempted or successful bur- 

glaries ; 

Holdup, burglary or felonious 
crime perpetrated on an officer or an 
employee outside of the bank, while 
in the discharge of the bank’s busi- 
ness, where their life is placed in 
jeopardy. 

The Association will not investi- 
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gate at its expense cases of the fol- 
lowing types: 
Where the bank is protected by 
an indorser ; 


Where the bank does not inself 
sustain a loss; exception being 
made, however, to crimes of 
violence involving physical in- 
jury to, death of, or jeopard- 
izing the life of any officer or 
employee while engaged in pur- 
suit of the bank’s business, 
whether inside or outside the 
bank; 


Where there is a mysterious dis- 
appearance of money or securi- 
ties from the bank or safe 
depcsit boxes; 

Where the member has been de- 
frauded by permitting with- 
drawals against items before 
returns have been received ; 


Where a fraud or crime has been 
committed by an officer or em- 
ployee of the member, either 
alone or in collusion with 
others, inside or outside the 
bank ; 

Where it is evident the bank is 
guilty of contributory negli- 
gence; 

Defalcation of employees; 


Cashing checks for customers or 
strangers—this is merely an 
extension of credit for which 
the bank must assume responsi- 

. bility. 

Each member is furnished signs, 
showing membership in the Ameri- 
can Bankers Association and Pro- 
tection by the William J. Burns In- 
ternational Detective Agency, Inc. 

Cases outside the rules of the 
Protective Committee will, if de- 
sired, be investigated at the bank’s 
expense by the William J. Burns 
International Agency, Inc., at actual 
cost to the Association, viz.: $8 per 
day and expenses for each investi- 
gator. 

The rules of the Protective Com- 
mittee are published in full in the 
Protective section. 


See New York in October 
(A. B. A. Convention, October 2-6) 


The Obelisk, Central Park 


Sherman Statue with Plaza Hotel Showing 
at the Right; Vanderbilt Residence in 
the Foreground and Heckscher Building 
Towering Back of It 

Metropolitan Museum of Art, Fifth Avenue 


The Mall, Central Park 


AMERICAN BANKERS ASSOCIATION 
CONVENTION 
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Metropolitan Life Insurance 
Company Building, Madison 
Square 


Statue of Liberty, New York 
Harbor 


Public Library, 42nd Street and 
Fifth Avenue 


Manhattan from the Brooklyn 
Tower of Brooklyn Bridge 
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Old City Hall and the Munici- 
pal Building at the Right 
Front of the Stock Exchange 
from Sub-Treasury, on Latter 
Site Washington Took Oath 

as First President 


< 
See. 


The Aquarium, Battery Park 


Battery Park and the Lower 
End of the City from an 
Aeroplane 


Photos copyright by Brown Bros., and 
Underwood & Underwood 
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See New York in October 
(A. B. A. Convention, October 2-6) 


The Library, Columbia University 
General Grant’s Tomb, Riverside Drive 


The Hall of Fame for Great Americans, 
University Heights 


Italian Garden, Bronx Park 
Museum of Natural History, Central Park 


‘Tt Happens in Every Bank’”’ 


By JOHN ROGERS 


Reasons Why New Business Is Elusive. The Customer Wants the Banker 
to be Interested in the Real Story of His Business and to Take a Partner’s 


View. 


T happens probably in every 
| bank. At least, it happens in 

every bank with a new business 
department or an officer with a new 
business penchant. The incident 
runs about as follows: 

The bank has acquired a keen in- 
terest in the size of Mr. Smith’s 
deposits in other banks. It would 
welcome a similar deposit on its 
own books. Some one approaches 
Mr. Smith, talks him into the bank’s 
special atmosphere, studies his par- 
ticular problems of marketing and 
financing, and at last assures him 
that he will find at least one sym- 
pathetic bank officer in Vice-Presi- 
dent Jones. Mr. Jones, one remem- 
bers, used to live on the Pacific 
Coast, and Mr. Smith now has a 
branch office there. Mr. Smith is 
duly elated at the prospect of meet- 
ing a vice-president in New York 
with a west coast intellect and sym- 
pathies. A meeting arranges itself. 


The Interview 


Still, a deposit from Mr. Smith 
fails to materialize. Some one ap- 
proaches Mr. Smith again. He is 
polite. He found Mr. Jones quite 
charming. He enjoyed Mr. Jones’ 
luncheon at the Bankers’ Club. By 
the same token, would not Mr. 
Smith enjoy becoming a depositor 
in a bank so proud as to list Mr. 
Jones among its officers? Well—to 
tell the truth—Mr. Smith does not 
see how that would particularly 
benefit his present business, which 
ts quite well handled by three other 
New York banks. But Mr. Jones 
understands the west coast so well. 
Perhaps—but not all the peculiar 
details of Mr. Smith’s business on 
the west coast. In fact, Mr. Jones 
had not been in California for some 
time. Mr. Smith found him to be 
unfamiliar with some of the latest 
developments among the citrus 
growers. And—confidentially—Mr. 
Smith resented it a little when Mr. 
Jones tried to tell him how he ought 
to run his business. The advice 


was friendly, of course, but un- 
necessary. And so on ran Mr. 
Smith’s tale. As I said, it happens 
in every bank. 


The Crisis Passes 


Sometimes the incident has varia- 
tions. Occasionally the man with a 
new business turn has caught the 
inspiration to build up the size of 
an existing account—that of Mr. 
Blank, an importer. The inspired 
one calls on Mr. Blank. The call is 
peculiarly opportune. The bank 
has just refused to let Mr. Blank 
withdraw some hog bristles on trust 
receipt. Mr. Blank bears no 
grudge against the inspired one, and 
shows him all the details of the 
transaction, and many other sim- 
ilar ones. A rival bank is accord- 
ing him privileges far more signifi- 
cant than that of trust receipts. 
Mr. Blank feels that the time has 
come to withdraw his deposit—this 
after five years of pleasant rela- 
tions—and also to tell his friends 
in the importing world something 
of the bank’s policy as he sees it. 

The inspired one begs him to 
withhold action for twenty-four 
hours. Credit files divulge their 
secrets. On the confidential infor- 
mation sheet there is a red check. 
Opposite the check is a statement 
that six years previous to this, Mr. 
Blank went into bankruptcy. The 
vice-president in charge of the for- 
eign department grants the inspired 
one a hurried interview. 

“Of course I turned him down,” 
says the vice-president. ‘His bal- 
ance is only $10,000, and he wants 
to withdraw $15,000 worth of 
bristles. He has been bankrupt 
once before. We cannot take the 
risk—not in these days. A trust 
receipt is not good collateral.” 

“Have you read the second page 
of the credit file?” asks the inspired 
one. 

“No—do you think I have all day 
to go into a matter of that size?” 

“But it says that after being dis- 
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Danger of Attempting to Give the Customer an Education 


charged from bankruptcy, Mr. 
Blank has since voluntarily paid up 
100 cents on the dollar. It also says 
his bankruptcy was due to the fail- 
ure of the concern he represented, 
but not to any~ financial misjudg- 
ment of his own.” 


The vice-president scratches his 
head nervously. 


“Well—let him draw out his 
bristles then. I cannot be bothered 
any more with the matter!’ 


Armed with this, the inspired one 
returns to Mr. Blank, and the crisis 
ends. But Mr. Blank’s balance drops 
thereafter to an average of $5,000. 
He is not entirely silent about the 
bank when among his bosom im- 
porting friends. He is a bit ironic 
when he reads the bank’s advertise- 
ment the following month, offering 
its special facilities to traders in 
foreign lands and goods. 


The Why of New Business 


We might extract a pungent 
motal from both tales. But rather 
more pertinent than a moral would 
be a brief analysis of the “why” of 
new business. All banks desire it. 
Many seek it. All of them find it 
strangely elusive. I am going to 
attempt to explain this elusiveness. 
Fortunately, I have been both inside 
and outside of a bank, and both in- 
side and outside of the banking 
business. From this I have gath- 
ered one or two meager threads 
which may serve to weave a plaus- 
ible explanation. 

First of all, the typical banker 
seems to be fond of asserting that 
he is “in the banking business.” 
This sounds like a truism, but there 
is another consideration. The bank 
is morally a silent partner in every 
business to which it lends support. 
The business man who comes to 
the bank for money feels this 
keenly. He believes that the bank- 
er’s success depends on his own. 
He probably forgets, half of the 
time, that the banker is a trustee 
and has double and triple responsi- 
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bilities to keep in mind. But he 
does know and feel that the dif- 
ference between a bank and a pawn- 
shop measures the distance between 
a business partner and a mere 
money lender. Hence he expects 
the banker to talk the language of 
the merchandiser or the manufac- 
turer. And when the banker talks 
as if banking were a separate busi- 
ness by itself, the business man re- 
ceives, perhaps subconsciously, a 
mental jolt. 

The banker is, or ought to be, 
one of the best informed business 
men in the world. Yet suppose we 
look facts in the face. How long 
is it since banks—I refer always to 
commercial banks—have  investi- 
gated the income profit and loss 
accounts of their clients as well as 
the balance sheets? Is not the 
shortcoming of the modern banker 
measured all too clearly by the dif- 
ference between an income account 
and a balance sheet? In self-justi- 
fication, the banker will reply that 
his loans are for brief periods only, 
that he is interested in the quick 
asset position of the borrowing 
company, and that the income ac- 
count belongs to the realm of the 
investment banker. There is a 
modicum of truth in this. But re- 
member that I am trying to explain 
the elusiveness of new business by 
showing the reaction of the busi- 
ness man to the banker. The busi- 
ness man knows that his income ac- 
count tells the real story of his 
business. Whether essential or not, 
he wants the banker to be inter- 
ested in this real story. He wants 
the banker to take the quality of 
interest a partner would take. And 
the banker who knows this, and re- 
spects the point of view it springs 
from, finds new business far less 
elusive than his competitors. 


Being Busy 


As a second point of explanation ; 
the banker likes to be busy. This 
is praiseworthy. But he should be 
busy, or seem to be busy, about his 
clients’ business. It may be that 
the vice-president of the foreign de- 
partment is very busy trying to re- 
pair the’ effects of his own poor 
judgment on some loan. But that 
is no adequate reason for making 
a second mistake in judgment about 
the credit of the bristle importer. 
The business man is less able, per- 


haps, than the banker to think in 
round numbers. But he has a nor- 
mal and proper endowment of 
egotism—possibly a family to sup- 
port, too—and he does not like to 
see his own business imperilled 
through the mistakes of his bank in 
entirely different quarters. 


Respect His Egotism 


Once more, let me say that I am 
not condemning the banker for 
looking after the safety of his loans 
before taking on new commitments. 
But I am trying to explain the cus- 
tomer’s point of view, and why he 
is elusive with his new business. 
He may be a very petty egotist not 
to have at heart the bank’s vastly 
larger problems. But I submit that 
he will be productive of new busi- 
ness for that bank only if the bank 
respects his petty egotism and gives 
him the precise kind of service for 
which he comes, and at the very 
time when he, the petty egotist, 
needs the service. If the bank can 
not afford the increased overhead 
of more officers, then so much the 
worse for the bank. But it can not 
expect new business to fall to it 
regularly and consistently unless it 
can manufacture the time and the 
personnel to take each one of its 
petty depositors seriously. The cus- 
tomer is pleased enough to see busy 
bank officers busy, that is, over his 
own petty affairs. He will never 
think of supplying new business to 
bank officers whom he sees are al- 
ready too busy over the business of 
the bank at large. 


They Resent 


I now come to a far more deli- 
cate point. But it would not be the 
part of real friendliness to with- 
hold what I know to be a very 
widespread feeling among business 
executives. They resent having to 
ask business assistance from a man 
who knows far less of their prob- 
lems than they do. If the banker 
shows a normal degree of intuitive 
understanding, this gap is bridged. 
But if, in addition to his estimate 
of the balance sheet and income ac- 
count, he undertakes to give his 
customer a general business educa- 
tion, the subconscious result is pain- 
ful. 


This View Prevails 


The business man too often looks 
upon the banker as an amateur. 


This view may be grossly mistaken. — 


But it prevails. Only the exceptional 
banker can overcome and dispel it. 
It is perhaps the ultimate dynamite 
beneath new business elusiveness. 
The banker is surrounded by much 
pomp and circumstance. Naturally, 
it feeds his self-respect. At the 
same time, it undermines the self- 
confidence of customers, and engen- 
ders resentment. In order to re- 
store his own importance, the cus- 
tomer falls back upon the rock of 
his specialized knowledge. 
on the alert to detect the slightest 
slip of the banker, the slightest sign 
of ignorance. There are but two 
ways of disarmament. Either the 


> Cully pated 


He is’ 


banker must prove the extent of his 


general business training by inter- 
ested discussion of the customer’s 
problem; or, if he actually is ig- 
norant of the matter in hand, he 
must admit it with due charm and 
candor. The customer will be 
ready enough to assume the role of 


instructor. But for one instant let. 


the banker pretend to a knowledge 
he lacks, and the customer will 
pounce on the pretence with joy. 
He will never direct new business 
through a gateway of bluff. He will 
place new business where he places 
his professional respect; or, lacking 
that, where he places his personal 
respect and discovers a boost to his 
self-confidence. 


New York, which heads the list of 


per capita incomes with $874, is closely 
followed by Nevada, California, Dela-_ 


ware, Wyoming and Massachusetts, all 
with per capita incomes around $800. 
The average income of the gainfully em- 
ployed shows variations from the per 
capita income, due to the wide differences 
in the character of the employment of the 
population of the various states. South 
Dakota and New York head the list with 
just over $2,000, while on the other hand 
Alabama and Mississippi are both under 
$900. In the East North Central States 
the average incomes of the gainfully em- 
ployed ranged as follows: Ohio, $1,725; 
Indiana, $1,524; Illinois, $1,889; Mich- 
igan, $1,752; Wisconsin, $1,473. 
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Changing Conditions on the Farm 


By A. C'TBUE; 


Director States Relations Service, U. S. Department of Agriculture 


Thirty-five Thousand Agricultural Communities Are Getting the Benefit of 


Better Methods in Both the Fields and the Homes. 


Increasing Efficiency, 


and Adding to Productivity of the Land. A Comprehensive View of Govern- 
ment Aid Designed to Simplify the Problems of Every Member of the Family 


the passage of the Smith- 

Lever Cooperative Agricul- 
Mitral Extension Act. In 2,100 
counties out of about 2,650 agricul- 
tural counties in the forty-eight 
states there is now at least one ex- 
tension agent devoting his entire 
time to giving demonstrations, in- 
struction and information to the 
farming people on vital matters re- 
lating to agriculture and country 
life. That this system of practical 
education is strongly endorsed by 
the farming people is shown by the 
fact that during the last year, in 
spite of the severe economic depres- 
sion in agriculture, the number 
of counties having extension agents 
has been increased through county 
appropriations and _ contributions 
from farm organizations. 


| Bethe years have passed since 


Home Demonstrations 


In addition to the county agricul- 
tural agents, there are home dem- 
onstration agents in about 750 coun- 
ties and special agents for boys’ and 
girls’ clubs in 200 counties. The 
work of the county agents is sup- 
plemented by a force of about 750 
specialists in the various branches 
of agriculture and home economics, 
who work out from the agricultural 
colleges, and by state and district 
leaders who supervise the county 
agents and carry on extension work 
in counties without agents. 


It is estimated that there are in 
the United States 45,000 communi- 
ties or groups of farming people 
through which extension work 
might be conducted. In 1921, 
35,000 of these communities were 
in counties having the service of 
an extension agent and 25,000 had 
some type of organized extension 
work in operation. Through this 
work it is estimated that during that 
year over 2,200,000 farm practices 
and 650,000 home practices were 
changed. 


During the last year the funds 
from all sources devoted to the ex- 
tension work aggregated about $18,- 
500,000. Of this amount about $6,- 
700,000 was contributed from the 
Federal treasury and $11,800,000 
from sources within the states, of 
which about one-half came from 
the county governments, farm or- 
ganizations and individuals. About 
$9,670,000 was spent for county 
agricultural work, $3,250,000 for 
home demonstration work, $1,250,- 
000 for activities dealing with young 
people, $3,000,000 for extension 
specialists and $1,330,000 for ad- 
ministration and publications. 

Originally the work in agricul- 
ture dealt chiefly with the produc- 
tion of crops and live stock, but in 
recent years much attention has 
been paid to economic problems, in- 
cluding farm accounts, cost of pro- 
duction, marketing, organization 
and conduct of cooperative associa- 


Rural Transformation 


Though possessing interest of 
detail, the best value of this sur- 
vey of the present status of agri- 
cultural extension work is in the 
picture it suggests of a mammoth 
change taking place in our 
greatest industry — a change 
which makes the effort of the 
farmer more productive, and less 
uncertain, takes away some of the 
disappointments, turns failures 
into successes; a change in the 
home, as well as the field, where- 
by household drudgery is lessened, 


hope supplants discouragement 
and new ideals are formed, a 
change, too, whereby more boys 
and girls are enabled to see the 
opportunity that lies in the soil 
and out in the open instead of 


seeking it in the cities. No great 
movement, good or bad, can take 
place on the farms without caus- 
ing a like reaction in the cities. 
The transformation of farm 
methods and farm lives indicated 
by the accompanying article may 
necessitate new methods and new 
opportunities in many lines where 
the farmer is a big purchaser. 


139 


tions, etc. Economic conditions 
recently prevailing have naturally 
led the farmers to place great em- 
phasis on the problems of distribu- 
tion of agricultural products and, 
for the time being, to neglect some- 
what the problems of production. 
They now are beginning to see that 
with the present tendency toward 
relative stabilization of prices it is 
very important for them to give 
more attention to the problems con- 
nected with economic and satisfac- 
tory production and the preparation 
of their products for marketing. 
There are, therefore, more calls on 
the extension agents for information 
about good varieties, methods of 
culture, breeding and feeding of 
animals, prevention or treatment of 
plant and animal diseases, repres- 
sion of insect and other pests, farm 
machinery, standardization and 
packing of products, etc. 


On The Farms 


The demonstrations carried on 
by farmers on their own farms with 
the assistance of the county agents 
and extension specialists have from 
the beginning been an important 
and distinctive feature of the exten- 
sion work. These deal with many 
phases of farming. In 1921 there 
were nearly 85,000 demonstrations 
relating to crops, 22,000 relating to 
live stock, and 31,000 relating to 
poultry. In addition, the agents 
assisted the farmers in obtaining 
high yielding seed stocks and im- 
proved types of live stock. For 
example, there were 9,800 demon- 
strations relating to the various 
phases of corn production; and as 
a result of these demonstrations and 
those conducted during the previous 
years 1,600,000 acres were planted 
with selected seed corn and 64,000 
farmers were influenced to test 
240,000 bushels of corn used in 
planting 1,500,000 acres. In addi- 
tion, 160,000 farmers selected 930,- 
000 bushels of seed corn in the fall 
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and 43,000 farmers secured 135,000 
bushels of improved seed. 

Seven thousand farmers and 
2,500 boys agreed to cooperate with 
the extension agents in growing 
cotton on their own farms according 
to methods advocated by the agents. 
As the result of this, 38,000 farm- 
ers adopted better methods in 
growing cotton. Through demon- 
stration meetings, publications, and 
items from the local newspapers, 
105,000 other farmers changed their 
methods. 

During this year, 26,000 farmers 
conducted demonstrations in grow- 
ing various types of legumes. As 
a result of this work, 350,000 farm- 
ers were planting legumes for the 
first time or had 
changed their 


Another type of popular exten- 
sion work is that relating to poultry. 
During the year, 260,000 farmers 
or members of their families put 
into effect better poultry practices, 
growing 6,000,000 chickens and 
producing over 10,000,000 dozens 
of eggs by methods demonstrated 
to them. (There were over 12,000 
boys and girls enrolled in poultry 
clubs. ) 


Sanitary Conditions 


The extension agents also aided 
the farmers in organizing various 
associations for buying farm sup- 
plies or selling their surplus prod- 
ucts. The amount of business done 


by associations organized during 


sausage, and 9,500,000 pounds of 
other meat were cured. 

Through special campaigns look- 
ing toward the increased use of 
milk, 175,000 children added milk 
to their diet, with a resulting benefit 
to their health. 

During the year, 66,000 women 
enrolled as demonstrators in cloth- 
ing, and 110,000 families adopted 
one or more of the practices demon- 
strated, with 105,000 new garments 
made, 37,000 remodeled, 48,500 
dress forms built, and 7,500 hats 
made. Altogether 400,000 articles — 
of clothing were made or remod- 
eled. This type of extension is at 
present very popular among the 
farm women. 

The extension 
agents have also 


method of grow- done much to- 

ing them. Three . mn rane ward improving 

- ha NM i ie 

hundred and ten bl sanitary condi- 
& 


thousand acres of 
legumes were 
turned under in 
order to improve 
the quality of the 
soil. 

The agents also 
reported “that 
275,000 farmers 
followed their ad- . 
vice as to the use 
of commercial 
fertilizers, and 
that 37,000 farm- 
ers used 550,000 
tons of lime as a 
result of exten- 
sion activities. 


tions, preventing 
disease, introduc- 
ing running wa- 
ter, bath rooms, 
labor-saving de- 
vices and other 
conveniences, and 
making farm 
homes and _ their 
surr ou mae 
ings more attrac- 
tive. They have 
also cooperated 
with farm organi- 
zations, school 
and church au- 
thorities, and wel- 
fare agencies in 


_One of the prin- County etondieaemns providing rural 
cipal methods of communities with 
improving animal production 1921 amounted to about $75,000,- better roads, schools, churches, li- 


through extension work is the in- 
troduction of high yielding, pure- 
bred live stock. During 1920 this 
included 6,800 dairy bulls, 16,100 
dairy cows, 5,400 beef bulls, 6,300 
beef cows, 15,000 boars and 2,800 
rams. This means that in an aver- 
age county the extension agent se- 
cured the introduction of three 
pure-bred dairy bulls, two or three 
pure-bred beef bulls, and seven 
pure-bred boars. 

As the result of the extension 
activities, 125 associations for the 
purchase and use of pure-bred bulls 
were organized with a membership 
of 4,500 farmers using 675 pure- 
bred bulls in herds composed of 
5,400 pure-bred dairy cows and 
26,500 other cows. 


000, with a saving to the farmers 
of over $9,000,000. The savings 
to the farmers as a result of busi- 
ness done by associations organized 
in 1921 and in previous years were 
sufficient to pay for the entire ex- 
tension system. 

The home demonstration agents 
help the farm women and girls to 
add to their income and improve 
the diet of their families through 
the production, preservation and 
sale of vegetables, fruits, meats, 
poultry, eggs, etc. Over 2,650,000 
containers of fruit and 6,900,000 
of vegetables were put up in 1921 
according to the instructions of the 
extension agents. In addition, over 
700,000 pounds of poultry and meat 
were canned, 4,000,000 pounds of 


braries, social centers, recreation 
and other means which break down 
the isolation and tedium of country 
life and reinforce its natural at- 
tractiveness. 


For Boys and Girls 


Special attention has been given 
to measures for interesting boys 
and girls in the work of the farm 
and the home, and stimulating them 
to prepare for leadership in the im- 
provement of agriculture and coun- 
try life through their own achieve- 
ments and a broader education in 
school and college. Last year 500,- 
000 boys and girls were enrolled in 
the extension clubs. About 27,500 
boys took part in the clubs in which 
the growing of at least an acre of 
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CLEVELAND TO DETROIT ON AUGUST 10 


Left to right: Roland Relfhs, Manager Aeromarine Airways Co., Detroit; Howard Coffin, Hudson Moter Car Company, Detroit; Jas. A. Hoyt, 
Vice-President First National Bank, Detroit; Frank J. Campbell, Advertising Manager First National Bank, Detroit; Harry E. Small, Treasurer 
Morris Plan Bank, Cleveland, Ohio; A. R. Fraser, Vice-President The Guardian Savings & Trust Co., Cleveland, Ohio; Thomas Coughlin, Vice- 


President Morris Plan Bank, Cleveland, Ohio; 


Union Trust Company, Cleveland, Ohio; 


“corn was the project. The boys 
who completed this work obtained 
an average yield of over 40 bushels 
per acre above that grown under 
ordinary conditions in their neigh- 
borhoods. Fifty thousand boys and 
2,600 girls belonged to pig clubs, 
7,000 boys and 1,200 girls to the 
dairy clubs and 4,900 boys to the 
beef clubs. From the efforts of 
these children thousands of pure- 
bred stock were introduced on their 
home farms. Many thousands of 
girls took part in canning, sewing 
and other clubs. The club members 
gave competitive demonstrations at 
community, county, state and inter- 
state fairs. In many cases the 
prizes were scholarships to short 
courses at agricultural colleges or 
tours of observation to different 
parts of the country. In recent 
years a considerable number of for- 
mer club’ members have attended 
the regular long courses at the 
colleges. 

While the extension agents have 
spent a considerable portion of their 
time in visiting individual farms 
and in aiding farmers through cor- 
respondence, publications, press 
articles, telephone messages and 
conferences at the agents’ offices, 
yet this personal service has been 
increasingly supplemented by work 
with community and county groups. 
Local demonstrators, committees 
and other farm leaders have been 
trained for effective service in 
spreading useful information and 
securing mass action of farming 


First National Bank, Detroit. 


people to improve the conditions of 
their industry and life. More and 
more the people themselves have 
joined in planning and conducting 
the extension enterprises. Multi- 
tudes of farm men and women have 
thus learned to work together and 
to realize the advantages of co- 
operative action. 


New Conditions Created 


Doubtless one of the most impor- 
tant results of the extension work 
has been the widespread movement 
which has led to a great increase 
of farm organizations for commer- 
cial, educational or social purposes. 
Our farming people now have such 
intimate relations with public agen- 
cies which are constantly accumu- 
lating knowledge through their 
researches and disseminating it 
through colleges, schools, extension 
forces and the press that in increas- 
ing measure the rural communities 
are getting trained leaders and 
large numbers of well-informed 
farm families. Thus new condi- 
tions are being created in the open 
country which people in other 
walks of life would do well to take 
into account. Many business men 


are already shaping their courses 


and, as far as may be desirable, 
changing their attitude and methods 
to meet these new conditions. 
One gratifying feature of the 
extension movement has been the 
large and increasing amount of 
support and cooperation it has re- 
ceived from people living in villages 


R. D. Chapin, Hudson Motor Car Company, Detroit; Edwin Baxter, Vice-President The Cleve- 
land Trust Co., Cleveland, Ohio; J. C.. Nevin, Secretary and Assistant Federal Reserve Agent, Cleveland, Ohio; 
J. C. McHannon, Vice-President Central National Bank, Cleveland, Ohio; W. J. Gray, Vice-President 


E. V. Hale, Vice-President 


and cities. In many localities the 
offices of the extension agents have 
been in the business centers fre- 
quented by the farmers. Often 
chambers of commerce or other 
urban organizations have provided 
these offices and otherwise assisted 
the agents. By conference with the 
farm organizations, provision of 
local markets, assistance in putting 
on fairs and other meetings of 
rural people, providing community 
centers, rest rooms, and in many 
other ways country and town peo- 
ple have been happily brought to- 
gether and the general welfare 
greatly promoted. Bankers in 
many places have taken special in- 
terest in the boys’ and girls’ clubs 
and have loaned or contributed 
thousands of dollars to promote 
this work. 

There is evidently a growing rec- 
ognition by the general: public that 
the welfare of our country and the 
permanence of its industries and 
institutions depend very largely on 
the success of our agriculture and 
that this cannot be maintained un- 
less intelligent and well-educated 
people live and work on our farms. 
It is therefore essential that the 
agencies for giving practical and 
liberal education to the farming 
people be well organized and so 
maintained that they will definitely 
affect the lives of all these people. 
To reach this end much remains to 
be done. The increasing success 
of the extension movement is very 
encouraging. 


Negotiability of Unstamped Note 


T is not infrequent that the 
maker of a note given in pay- 
ment of a debt or for borrowed 

money will forget to affix thereto 
the necessary stamps required by 
the Revenue Law and that the af- 
fixing and cancelling of the stamps 
will not be done until the note is 
negotiated by the payee at the bank. 

In this connection the decision of 
the Supreme Court of Iowa, in Lut- 
ton v. Baker, 174 N. W. (Iowa) 
599, rendered in November, 1919, 
somewhat startled the banking 
world. That decision was to the 
effect that where the note was not 
stamped it was not “complete and 
regular on its face’ within the 
meaning of the Negotiable Instru- 
ments Act—in other words, it was 
a non-negotiable instrument and the 
purchaser of such a note from the 
payee was not therefore a holder 
in due course, but must meet any 
defense of the maker that was good 
against the payee who transferred 
it. It was not sufficient that the 
bank itself affixed and cancelled the 
stamps upon acquiring the note; 
the instrument which it acquired 
was non-negotiable and subject to 
equities. 

It will be of interest to note that 
the Supreme Court of Iowa has 
recently modified its former deci- 
sion and now declares an unstamped 
note negotiable, although it couples 
with such decision a judicial ex- 
pression of opinion that the pur- 
chaser of an unstamped note takes 
it with notice of a defect on its face, 
which may deprive such purchaser 
of the status of a holder in due 
course. The more recent decision 
of the Iowa Supreme Court is in 
the case of Farmers Savings Bank 
v. Neel, 187 N. W. (lowa) 555; 
decided in. April of this year. In 
that case the bank was the indorsee 
of certain notes to which the requi- 
site amount of revenue stamps had 
been affixed, but not cancelled and 
cancellation was made by the cash- 
ier of the bank after the notes were 
transferred to it. The lower court, 
in accordance with the Lutton case, 
held that because of the failure of 
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the proper parties to cancel the rev- 
enue stamps affixed to the notes be- 
fore the same were transferred, they 
were not regular on their face and 
were subject to a defense of fraud, 
which was pleaded by the maker. 
The Supreme Court reverses the 
judgment and holds the notes nego- 
tiable. It first discusses the law 
with reference to a note from which 
the required stamps have been 
omitted, which, however, was not 
the case before it, and it says that 
“revenue stamps are no part of the 
contract” and “for this court to 
denounce notes, otherwise negoti- 
able, as subject to defenses, merely 
because not properly stamped, or 
because stamps placed thereon have 
not been duly cancelled by the 
maker, by writing his initials and 
the date across the face thereof, 
would be to impose a burden in ad- 
dition to the penalty fixed by the 
laws of Congress and manifestly 
not contemplated thereby. Not 
only would this be true, but the 
court would assume legislative 
functions and ingraft an additional 
provision upon the statute. We 
are persuaded that the court should 
recede, in part, from its holding in 
Lutton v. Baker, supra. The note is 
not rendered non-negotiable merely 
because the stamps are not affixed 
to the instrument.” 

The court then proceeds to cite 
the provisions of the Negotiable In- 
struments Act, showing when the 
title of a person who negotiates an 
instrument is defective and pro- 
viding that actual notice of an in- 
firmity or defect or knowledge of 
such facts that his action in taking 
the instrument amounts to bad faith 
renders it subject to defenses in the 
hands of a purchaser for value, and 
in this connection it says: 


“The law of Congress requiring promis- 
sory notes to be stamped and the stamps 
cancelled in the manner directed is bind- 
ing alike upon the maker and upon the 
acceptor of the instrument. All are pre- 
sumed to know the law. Is not the failure 
of the maker or acceptor to cause the 
note to be properly stamped, without a 
good faith provision upon their part for 
causing stamps to be placed thereon be- 
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fore negotiation thereof, a circumstance 
tending to impart such knowledge to a 
prospective purchaser as ‘that his action 
in taking the instrument amounted to bad 
faith?’ 

“Every purchaser of a note, negotiable 
upon its face, is bound to know that the 
law of Congress requires the maker to 
affix a certain amount of stamps thereto, 
and that a failure to do so is a misde- 
meanor punishable by a fine of not to 
exceed $100. We think such omission 
is a circumstance tending to impart notice 
of defects to a prospective purchaser. 
No case squarely in point has been 
brought to our attention, but the follow- 
ing afford some support to our conclu- 
sion: State National Bank of Texar- 
kana vw, Potter (Tex! Civ. App))yecor 
S. W. 828; Martindale v. Stotler, 80 Kan. 
87, 101 Pac. 629; Renovo Overseer wv. 
Half-Moon Overseers, 78 Pa. 301; Bur- 
son v. Huntington, 21 Mich. 416, 4 Am. 
Rep. 497.” 


In the case before it, however, 
the notes in suit were duly stamped 
but at the time they were trans- 
ferred to the bank the stamps had 


not been cancelled. Upon this state 


of facts the court decided: 


“Tt seems to us that the mere failure 
of the maker or signer to cancel stamps 
affixed to promissory notes is not such 
an omission or failure upon his part as to 
create a suspicion as to the bona fides 
thereof or to charge a purchaser with 
notice of such facts and circumstances as 
that his action in taking the instrument 
will amount to bad faith.” 


Andas a final conclusion the court 
says: 

“Tt is our conclusion, therefore, that a 
promissory note, at least under the pres- 
ent law of Congress, is not incomplete 
nor subject to defenses merely because 
the requisite amount of revenue stamps is 
not affixed thereto. It is a circumstance 
bearing upon the question of notice only, 
as stated above. In so far, therefore, as 
Lutton v. Baker, supra, holds otherwise, 
it is disapproved.” 


It appears, therefore, that the 
Supreme Court of Iowa has receded 
from its original position and now 
holds unstamped notes to be nego- 
tiable, but expresses the opinion— 
not necessary to the decision of the 
case before it—that a bank ac- 
quiring an unstamped note may be 
put on inquiry as to notice of de- 
fects. It is doubtful, however, if 
the court would so decide if the 
specific case should come before it. 
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On the same subject the Supreme 
Court of Kansas, in Solomon Na- 
tional Bank v. Birch, 207 Pac. 191, 
decided May 6, 1922, has held as 
follows, directly to the contrary of 
the decision in Lutton v. Baker: 


“The fact that previous to the transfer 
of a negotiable note it did not bear an 
internal revenue stamp, and that one was 
at that time placed upon it by the person 
negotiating the transfer in behalf of the 
holder, does not prevent it from being 
complete and regular on its face at the 


time of its acquisition by the transferee, 
nor prevent his becoming a holder in due 
course.” 

There has been one further deci- 
sion on this subject by the Court of 
Civil Appeals of Texas. See State 
Nat. Bank of Texarkana v. Potter, 
231 5. W. 828, decided in July, 
1921. That court holds that: 

“The mere fact that Federal revenue 
stamps on certain notes were not marked 


‘Cancelled’ at the time of the transfer of 
the notes to plaintiff holder in due course 


was not such a circumstance of suspicion 
in and of itself as to put plaintiff pur- 
chaser of the notes on inquiry.” 


In the light of the present deci- 
sions, therefore, it would seem that 
a bank has little to fear when ac- 
quiring a note with knowledge that 
the revenue stamps have not been 
affixed by the maker, that the instru- 
ment for that reason will be held 
non-negotiable or subject to de- 
fenses in its hands. 


What Bank Advertising Needs Most 


By JOHNEAw LRICE 


Advertising Counselor Pennsylvania Bankers Association 


OO many banks are failing to 

make advertising pay because 

they misconstrue the function 
of advertising. Rule one, in all 
successful selling, is that the product 
must be right. Superlative adver- 
tising will not continue to sell in- 
ferior soap, neither will it continue 
to sell inferior service of banks. 

If this point were more generally 
understood by bankers throughout 
the land there would be more self- 
examination when advertising fails 
to produce results, and less ten- 
dency to blame the advertising. 

The average banker, filling as he 
does the role of leading citizen in 
his community, is prone to accept 
the consensus of opinion that the 
things his bank do, in general, are 
just about right. This natural men- 
tal attitude is conducive to a flabbi- 
ness which will become chronic 
unless he is blessed with the quali- 
fications to appraise his abilities and 
his bank’s services with the cold 
analysis displayed in picking his 
loans. 

In my judgment, too few bankers 
are willing to take the cold shower 
of critical self-examination. They 
fool themselves with the belief that 
they are progressive because they 
advertise. 
fallacious. The rouge of adver- 
tising may give delightful first im- 
pressions, but it won’t give the 
ruddy and permanent glow and go 
which can come only from an up- 
roariously healthy internal constitu- 
tion. 

Advertising is nothing more than 


Nothing could be more . 


an interpreting agency. It does not 
create nor improve service. The 
advertising of many banks of which 
I have personal knowledge is false 
pretense, because it promises a qual- 
ity and a kind of service which is 
not being delivered. The adver- 
tising is wrongly blamed. 

The highly developed and ex- 
tremely conservative lobe of the 
banker’s brain, speaking in general 
terms, is the brake on his wheel of 
progress, if my diagnosis is correct 
in judging the cause of stagnation 
which afflicts many institutions. 

To be specific, at a recent di- 
rectors’ meeting an advertising ap- 
propriation of $5,000 was passed 
with little or no discussion. At the 
same meeting a high-grade teller 
was permitted to leave because the 
$300 raise which he asked for would 
make him better paid than another 
teller who outranked him by two 
years of service. ‘‘Can’t have in- 
ternal dissatisfaction” was the sol- 
emn decision. I happen to know 
that $2,500 of that $5,000 if appro- 
priated for sweetening up the sala- 
ries all along the line would have 
rejuvenated the works and pro- 
duced the results of any $10,000 
advertising appropriation. 

I speak with authority when I 
say that keeping the employees con- 
tented as to pay is the first step in 
the right direction in any bank ad- 
vertising campaign, and no appro- 
priation I handle is too small for 
me to suggest diverting part of it 
to keep a good man or woman happy 
and industrious. 


The thing that the bankers must 
realize is that the quality of their 
internal organization is really the 
big reason for advertising. All the 
qualifications of strength, age, di- 
rectors, etc., mean little if the highly 
impressionable mind of the cus- 
tomer is not favorably impressed at 
the point of contact—90 per cent. 
of which contact is with minor em- 
ployees. 

There is another angle to this. 
Our banks are honeycombed with 
dead wood, who measure their 
worth by the number of years in 
service. A conservative and senti- 
mental executive policy carry these 
people on the payroll. Long tenure 
of position without much progress 
indicates one of two things as a 
rule: Either the individual or the 
job has reached the limitation. If 
the employee remains, disgruntled, 
after the job has reached its limita- 
tion, he is a debit in the ledger of 
progress. His dissatisfaction is 
contagious, and his stagnancy bars 
the progress of the live ones, ac- 
cording to the all too prevalent 
rules of seniority which now exist. 

All this has a very vital bearing 
on the advertising of a bank, be- 
cause I repeat with renewed em- 
phasis that an ambitious and happy 
internal organization is the tap- 
root of the tree of successful adver- 
tising. Am I not right when I sub- 
mit that the average banker fails 
to see in his clerical force the most 
potential element in his future 
progress ? 


Safeguarding Building and Mortgage Loans 


By C. STANLEY TAYLOR 


Methods Employed by a Life Insurance Company Before 


Making Loans on Projected Buildings. 


Advances Made on Certifi- 


cates as the Work Progresses if Conditions Are Complied With. 
Small Institutions May With Profit Adopt 


HERE is a gross investment 

of close to four hundred mil- 

lions of dollars monthly in 
new construction. 

Economists who have made a 
close study of the future of the 
building industry estimate that the 
average annual investment to be 
expected in this field is well over 
three billion dollars and over a pe- 
riod of several years. 


The Bank’s Part 


Based on general averages, it is 
probable that bankers provide over 
one-third of this required invest- 
ment. About one-half of the 
money invested in new buildings is 
obtained in the form of mortgage 
loans, of which about two-thirds is 
provided directly by savings banks, 
trust companies, bond houses and 
credits by commercial banks. In 
addition to this billion dollar annual 
loan, with new structures as col- 
lateral, a large sum is represented in 
replacements of mortgages on ex- 
isting buildings. Another vast sum 
of money is represented in the 
credits extended on the paper of 
building material manufacturers; 
on stocks of materials in yard and 
transit and in the direct financing 
of building contracts. 

In this article we shall discuss 
that phase which deals only with the 
acceptance of new or _ proposed 
buildings as collateral for loans by 
_ Savings banks, trust companies and 
other organizations whose business 
operations in part or in whole may 
come under the general category of 
banking. 

When we consider the history of 
real estate during the past two dec- 
ades it becomes evident that much 
money has been loaned carelessly. 
In many instances this carelessness 
has been proven by unfortunate 
mortgage foreclosures and the con- 
sequent loading of the banker’s as- 
sets with real properties of doubtful 


values—buildings taken under 
mortgage foreclosure and often 
sold at direct loss. 

By comparison with the grand 
total of mortgage loans made by 
bankers, the element of direct loss 
may be small, but it must also be 
realized that in financing building 
construction the banker assumes a 
direct economic responsibility. In 
part, he is chargeable with the 
waste resulting from _ poorly 
planned buildings and those ineffi- 
cient of purpose. It is his fault 
directly if he loans money for the 
construction of buildings wherein 
the use of poor materials, equip- 
ment and workmanship allow ex- 
pensive and rapid depreciation, 
coupled with high maintenance 
costs. He is at fault again if his 
appraisal fails in proper business 
analysis, allowing poor investments 
in building enterprises. 


Bankers’ Control 


As never before, in practically all 
industries, the banker has assumed 
a large measure of economic con- 
trol. It is therefore proper not only 
to point out certain practical mea- 
sures for the safeguarding of 
building and permanent mortgage 
loans, but to demonstrate the power 
of the banker in this field and to 
measure the control which he may 
and should assume toward the elim- 
ination of waste in this great in- 
dustry. 

When a practical problem is pre- 
sented, perhaps the easiest demon- 
stration of its solution is to provide 
a correct example. For this pur- 
pose we have elected to describe 
the methods through which the 
Metropolitan Life Insurance Com- 
pany, probably the largest single 
loaning institution in this field, pro- 
tects its investments and exercises 
a strong measure of economic con- 
trol. The system of appraisal and 
supervision of loans represents the 
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Similar Checks 


experience of many years of activ- 
ity in the building mortgage field. 


It is not to be expected that the — 


average bank can maintain such an 
elaborate system as that required 
where loans at times aggregate over 
$40,000,000 monthly, but 
method of appraising supervision 
and control are generally applicable. 


Phases of Analysis 


Any mortgage application which 
is presented to the company passes 
through two distinct phases of anal- 
ysis and control. The first stage is 
the business analysis, which is car- 
ried out under the direction of the 
comptroller of the company and the 
deputy comptrollers. 
of a careful consideration of the 
location and plan of the building to 


judge the practicability of the en-- 


terprise from the viewpoint of in- 
vestment; possible increment in 


value; rental returns and mainte- | 


nance costs. If the particular proj- 
ect in question does not seem 
practical it is turned down or re- 
turned with recommendations for 
required changes. 
hand, the application passes favor- 
ably through this business analysis, 
the plans go to the architectural de- 
partment. 

Often a builder approaches the 
company before his architectural 
plan is worked out, with the pur- 


the 


This consists — 


If, on the other © 


pose of finding out whether its offi- | 


cers are favorably inclined to lend 
on a building of a certain type in a 
specific location. In such a case 
the borrower is informed that a 
loan will be made on the proposed 
building with the proviso, stated in 


the loan contract, that the drawings 


and specifications shall be subject to 
the approval of the lender’s archi- 
Lect; 

If the working drawings are com- 
pleted at the time application for a 
loan is made, the architect reviews 
them and he may approve the draw- 
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ings and specifications either as pre- 
sented or with certain modifications 
or revisions. Or he may disap- 
prove them entirely, in which case 
the loan is then refused by his 
client. It is more satisfactory both 
for lender and borrower if the loan 
is applied for before working draw- 
ings are developed. 


List of Requirements 


The insurance company’s archi- 
tect keeps in touch with the owner’s 
architect as his design progresses, 
making a few suggestions or criti- 
cisms, and occasionally requiring 
features which he deems essential 
to the good of the building, which 
means the best interest of both 
owner and lender. To facilitate 
this cooperation, the architect sends 
to the owner a “form letter,’ which 
varies with different kinds and 
grades of buildings. This form let- 
ter is in reality an outline specifica- 
tion and covers only important 
points which, experience shows, are 
frequently overlooked or _ else 
wrongly specified. It comprises 
seven pages, containing a list of 
routine requirements which the de- 
signing architect can embody in his 
drawings and specifications; and, it 
may be remarked, he may easily se- 
cure a waiver or modification of any 
requirements if he has adequate 
reasons for so doing. 


Specifications Submitted 


In addition, specifications must 
be submitted covering the mechan- 
ical equipment and painting and 
plastering, and the following de- 
tails: 

Surveyors map, foundation 
work, details of door jambs and 
similar details, including kalamein 
trim, details of fireproofing, such as 
floor arches and column furring; 
shop drawings of fire-escapes, com- 
plete plans of water piping, showing 
locations and sizes of all hot and 
cold water piping, heating plans, 
similarly complete, and details of 
any vault lights. 

_Samples of the following mate- 
rials must be passed on: 

Face brick, fireproof doors, cor- 
ner beads, all hardware, elevator 
door hangers, marble and mosaic. 

It will be seen from the above 
that the architect, working for the 


best interest of the borrower, who 
pays his fee, keeps a firm hand on 
the preparation of all the details of 
design and construction. But even 
this, however, does not complete the 
process. The inspection is carried 
into the field, extending to all the 
details of construction. The con- 
struction work is inspected at fre- 
quent intervals, as the needs 
require, sometimes as often as once 
or twice a week. Experience has 
proved that there are certain stages 
in the construction in which special 
inspection is required. Particularly 
important is the inspection of the 
bottoms of excavations before the 
footings go in, in order to make 
sure that the soil will carry the 
loads. It is surprising how often 
this principle is disregarded. 


When Tests Are Made 


A representative is also present 
when important tests, such as 
plumbing tests, are conducted. Ex- 
perience has shown how necessary 
are the plumbing tests. A water 
test is required on all lines, includ- 
ing the soils, since defects in soil 
piping may permit the escape of 
gases in the building for an indef- 
inite period. The smoke test has 
been found to be essential, as the 
only way to detect defects not ap- 
parent on the surface. 


All these steps are necessary be- 
fore the builder can obtain the 
installments on his building loans 
as they come due. Advances are 
made on the certificate of the com- 
pany’s architect in the same way 
that ordinarily the client’s payments 
to a contractor are made on certifi- 
cate of the latter’s architect. 


Such in outline is the method by 
which is insured the security of the 
insurance company’s loans. It is 
clearly a most responsible work and 
it requires the services of an expe- 
rienced architectural organization, 
containing expert construction spe- 
cialists, as well as experts for 
heating, plumbing and electrical in- 
stallations. These experts aid in 
checking structural and mechanical 
drawings and details and in making 
the field inspections. Experience 
has shown that the checking of the 
structural steel work is particularly 
needed, since often the structural 
steel does not measure up to the 
legal requirements, oftentimes being 


15 per cent. to 50 per cent. weak. 
Consequently the checking of steel 
is done with great thoroughness. 

Naturally, it is impossible for all 
banks to maintain such an elaborate 
system of protection; but a local 
architect may furnish the analytical 
supervision described in preceding 
paragraphs. Such service, coupled 
with the business judgment of the 
banker, will go far toward safe- 
guarding mortgage loans and pre- 
venting direct losses on wasteful 
projects. 


For How Long? 

During the present year, accord- 
ing to an unofficial estimate from 
Washington, 12,000 persons will be 
killed in automobile accidents in the 
United States. There is little need 
for comparisons to help to a visuali- 
zation of this slaughter, but at this 
rate we in three years kill more of 
our people than we lost in action 
during the war with Germany. The 
number of our men killed in action 
during the overseas conflict was 
34,248. 

The latter loss was necessary, 
but the enormous waste of life on 
city streets and country roads is 
needless and probably for the most 
part occurs while people are hurry- 
ing, not to expedite business, but in 
the pursuit of pleasure. We are 
wont to look with wonder, with pity, 
with contempt upon those people of 
the Far East who in religious ecsta- 
sies threw themselves under the 
wheels of the sacred car, but our 
own intelligence and our own civili- 
zation gain nothing by such a com- 
parison. Surely the intelligence of 
the American people soon must call 
a halt to this needless, brutal waste 
of life. The condition is grave 
enough to command the attention of 
every patriotic man and woman in 
the country. 


The Chemical National Bank of New 
York announces the appointment of 
Ernest J. Waterman as trust officer, suc- 
ceeding Edwin Gibbs, who resigned to 
become associated with the banking firm 
of Lehman Bros., New York City. 
Stephen L. Jenkinson was named as- 
sistant trust officer. 


The Condition. of Business 


HE latter part of July and the 

early weeks of August brought 

some reaction in the steady recov- 

ery in business which has been 
going forward now for practically a year. 
Retail and wholesale trade were reported 
by the Federal Reserve Banks of most 
of the districts as comparatively dull. 
The great basic steel industry reported 
somewhat reduced output and the same 
was true of lumber, sugar and tin. The 
cotton textile industry was less active, 
as judged by the amount of raw cotton 
which was consumed by the mills in July. 
From the point of view of the farmer a 
drop of 17 cents in the price of wheat 
at Chicago between the middle of July 
and the third week of August was a dis- 
couraging factor. 


Effect of the Strikes 


To the casual observer the coal and 
railroad shop workers’ strikes would seem 
to have been serious 
enough to account fully 
for any slowing down in 
business. Early in July 
the country’s coal reserves 
were reported to be at 
about the lowest point con- 
sistent with safety, while 
at the same time the.strike 
of railroad shopmen cut 
down the supply of coal 
cars at the mines and re- 
duced the output of the 
non-union mines, which 
were at the time the sole 
source for coal. 

A careful analysis, how- 
ever, of the business move- 
ment of the past month 
makes it appear that the 
direct. effect of coal and 
railroad strikes has been 
much less than would have 
been anticipated. The truth 
appears to be that the 
effect of the coal and railroad strikes 
was in the main felt indirectly through 
their influence on the willingness of busi- 
ness men to make commitments for the 
future. It is probably reasonable to 
ascribe the month’s reaction in business 
in considerable measure to that tendency 
in human affairs to move by leaps and 
bounds rather than by smooth, steady 
movements. Since the low point in com- 
modity prices and industrial and business 
activity was reached in midsummer last 
year there has been a truly remarkable 
recovery, and it is entirely normal that 
this recovery should now and then be 
interrupted by periods of dullness. The 
coal strike was the particular event which 
ushered in this period of dullness. 


Fundamentally Sound 


The most important fact about the 
present situation appears to be that busi- 
ness conditions in this country are funda- 
mentally sound. In many other countries 
the basis has not yet been established for 
sound business operations and this coun- 


try cannot have its fullest prosperity until 
the other countries of the world are on 
a going basis. But in this country itself 
the economic conditions are sounder than 
most people would have dared prophesy 
a year ago. The financial condition of 
the government, the banks and business 
enterprises is sound. The crops are good, 
employment conditions are steadily be- 
coming more normal, and there are con- 
stant indications of increasing indus- 
trial efficiency, along with spirited 
competition. The purchasing power of 
the people, their consumption of goods 
and their savings are all at a high 
level. 


Evidences of the Trend 


One striking evidence which the past 
month furnished of genuinely more active 
business was the announcement by the 
Department of Labor that their price in- 
dex for the month of July was 3.3 per 
cent. higher than for June, the largest in- 
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: IN FEB MARAPR HAY SINE OLY AUG. . : 


Coal Loadings By Weeks 


crease since early in 1920. This index, 
made up from the prices of more than 
400 commodities, is a good reflection of 
general price conditions and shows the 
increased demand for goods in recent 
months. 

Another still more striking evidence of 
business activity was the announcement 
by the United States Steel Corporation 
on August 22 of a 20 per cent. increase 
in the wages of common labor which the 
corporation employs. 

A third evidence of soundness in the 
situation may be found in the fact that 
throughout the period when the strike 
situation showed its darkest aspects the 
prices of stocks and bonds on the New 
York Stock Exchange rose gradually, 
but steadily to new high levels. 
movement reflects in the first place the 
availability of funds for investment pur- 
poses, a sound condition, and reflects in 
the second place the belief of the finan- 
cial community that business is on the 
up-grade. 


The events of the month in different. 
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This’ 


fields of business are sketched 


in the 
following paragraphs: : 


Coal Production 


On August 15 bituminous coal opera- 


tors, representing an output of approxi- 
mately 60,000,000 tons of coal annually, 
signed a wage agreement with the miners 
which made it possible to resume opera- 
tion. Since that time a number of other 
groups of operators have reached agree- 
ments with their workers. The figures 
are not yet available to show fully what, 
the effect of these agreements will be on 
coal production, but in the week ended 
August 26 production was 6,250,000 tons, 
compared with 4,579,000 the previous 
week. The coal shipment figures up to 
about the time of the signing of the 
agreement are shown in the accompanying 
diagrams taken from the Monthly Re- 
view of the Federal Reserve Bank of 
New York. 

The diagram on the left “shows coal 
loadings by weeks from 
January to August of 1921 
and 1922, while that to the 
right shows for each week 
total loadings since the 
first of the year. Loadings 
of coal were much heavier 
in the first three months of 
1922 than in the same pe- 
riod of 1921, largely in 
anticipation of the coal 
strike, and the total move- 
ment up to April had ex- 
ceeded loadings in the same 
period of 1921 by two or 
three weeks’ operations. 
Up to the first week of 
August loadings were about 
five weeks behind 1921 
figures.” 


Iron and Steel 


The rate of output in the 

iron and steel industry de- 

creased gradually from about 75 per 

cent. of capacity late in July to about 60 
per cent. of capacity late in August. 

The reduction in output was generally 

ascribed largely to difficulties of trans- 

portation and fuel supply. There was 

a some lag in the export demand for 

steel. 


Lumber, Cement—Building 


An interesting contrast is furnished 
by the latest reported production figures 
for lumber and cement. Lumber pro- 
duction is down, cement production up. 
The computations of the Federal Reserve 
Bank of New York show the figures as 
percentages of normal production: 


May June July 
Ibhae mo ASdoan 96 82 76 
Cemenbtasen seetaols 119 120 128 


An explanation of this contrast is prob- 
ably found in the tabulations made by the 
F. W. Dodge Company of the contracts 
awarded for construction projects in the 
twenty-seven Northeastern states. These 
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reports show a seasonal decrease in re- 
cent months in the contracts let for 
residences and a sharp increase in the 
amounts let for public works, schools and 
industrial buildings. The three last 
named types of building use cement in 
large quantities. Extensive road-building 
programs which many states have un- 
dertaken this year are an important ele- 
ment in the public works contracts. The 
total amount of building under way con- 
tinues in exceptionally large volume. 


Cotton Consumption 


In the cotton year from August 1, 
1921, to July 31, 1922, there were con- 
sumed in cotton mills of the United 
States 5,912,000 bales of cotton. This 
amount is larger than consumption in the 
previous year, but is still considerably 
under normal. The figures for the past 
eight years are as follows: 


Year Ending Running Bales 


July 31 Excluding Linters 
PO SIMU PeRC le fone) ais:se«'ileiere/s oe 5,597,362 
LGM istat neti s/siais'S'a) sisi 6 rele a 4 6,397,613 
Wc Og, 6 OEE OO aa 6,788,505 
EDU Met acre ois. eltie's. eellers:e:0) eusis 6,566,489 
ANAM Mates eis sesh sia2e co car's c's, ehee 5,765,936 
EVAN an cE ROR EEE 6,419,734 
HAL ie okeyayegie es ei's.b2a-arw.coreiais a, 61,6 4,892,672 
MAO Menai isrates <9 scan aici ele 6 5,911,914 


Crop Condition Improved 


The Department of Agriculture’s crop 
estimate for August 1 placed the average 
conditions of all crops 1 per cent. above 
the ten-year average. The July 1 esti- 
mate was 2 per cent. below that average. 

It is estimated that yields of corn and 
wheat will be about the same as in 1921 
and that the cotton crop will be 40 per 
cent. larger than last year’s small crop. 
These estimates place the corn and cot- 
ton crops above the average for the past 
five years and the wheat crop about equal 
to that average. 


Crop Movement 


The movement of the new crop to 
market is well under way, and in good 
volume. Car shortage due to the rail 
strike has been reported as a factor re- 
tarding the movement, but the latest fig- 
ures indicate that the freight movement 
of grain is now in only slightly smaller 
volume than in the corresponding weeks 
of 1921, and the movement in 1921 was 
unusually rapid. 


The Money Supply 


There are plenty of funds available to 
move the crop this year at an excep- 
tionally low rate of interest. The open 
market selling rate for the highest grade 
of commercial paper is 4 per cent. and 
the average rate banks are charging their 
customers is running in many cases under 
5 per cent. So far this autumn there 
has been no general tendency towards 
higher rates, although bankers were al- 
ways accustomed to expect tight money 
and a rise in rates beginning in July and 
August. 

This year liquidation of loans has been 
so heavy and the industrial and commer- 
cial demand for funds so light that bank- 
ers will probably be able to supply needed 
funds for the crops without any diffi- 
culty. The Federal Reserve Bank of 


New York, in its latest Review, calls at- 
tention to a difference in the money 
situation due to the establishment of the 


_ Federal Reserve Banks. 


“In almost every year since the Fed- 
eral Reserve System began there was a 
more or less marked increase in circula- 
tion in the late summer and autumn when 
funds were needed for moving the crops. 
Before the establishment of the Federal 
Reserve System this demand for funds 
was often the cause of strained credit 
or currency conditions and an increase in 
interest rates in this season of the year. 
Since the establishment of the Reserve 
System, however, the power of the Re- 
serve Banks to supply additional funds 
when required has eliminated the au- 
tumn currency scarcity and greatly les- 
sened the autumn credit strain.” 


Prices 


After rising to high points about the 
middle of July prices of a number of 
commodities lost much of their recent 
gains. Wheat led the decline, but was 
followed by flour, hogs, rubber and a 
number of other basic commodities. On 
the other side of the picture steel prices 
have moved upward rapidly, along with 
coal prices, and cotton quotations are also 
higher recently in conjunction with un- 
official reports of a somewhat lower 
condition of the crop. The lower wheat 
price is partly accounted for by heavy 
receipts at primary markets. There are 
also reports of a less active European 
demand. There is nothing in the price 
outlook to indicate that the price decline 
in the basic commodities is more than a 
temporary movement. 


Wage Increases 


An increase of the wages of unskilled 
workers in the United States Steel Cor- 
poration from 30 to 36 cents an hour 
brings those wages back to about the rate 
in force early in 1918. The wages of 
these workers for a ten-hour day have 
aa as follows at selected periods since 

1 


Wages Per Cent. of 
Date 10-Hour Day 1915 Wage 
1OtSas ese ee $2.00 10 
AVA ENERO W aie Sec 3.00 150 
1918 (April) 3.80 190 
1920 (February) 5.06 253 
19210 (Maye es ctsrser 4.05 203 
1921 (July) .. 3.70 185 
1921 (CAucust) 9.52 e- 3.00 150 
1922 (September) ... 3.60 180 


Other steel companies are following 
the lead of the corporation in making 
advances and a number of coal operators 
in non-union mines have also announced 
increases. 

These different increases reflect a 
shortage of unskilled labor which has 
been noted by employment agencies for 
some months. This shortage has not 
extended in any considerable measure to 
other types of worker and a downward 
readjustment is still going on in some 
occupations, particularly among clerical 
workers. 


Drop in German Mark 


On August 25 the exchange value of 
the German mark fell to one-twentieth 
of a cent, or 2,000 marks for a dollar, 
after a continuous rapid decline for the 
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past few months. At this rate the mark 
is worth one-half as much as ten days 
before, one-third as much as at the end 
of July and one-fifth as much as at the 
end of June. 

This decline is the logical result of the 
continued printing of paper money in 
large quantities in Germany. Prices in 
Germany have risen almost as fast as the 
value of the mark has declined abroad. 

These changes make the settlement of 
the reparations problem still more dif- 
ficult. They impede trading between 
Germany and other countries. They dis- 
locate still further the internal economy 
of Germany. They make it more difficult 
for the government to balance its budget 
and make even more serious the plight 
of the middle classes whose income in 
the form of salaries and return from in- 
vestments does not increase with rising 
prices. 

French francs and Italian lire worked 
somewhat lower during the month, a de- 
cline generally ascribed to the influence 
of the German situation. It is worth 
noting, however, that some decline in the 
value of European currencies is quite 
usual for this time of year when those 
countries begin the purchase of dollars 
to buy grain in this country. In the face 
of both the financial chaos in Germany 
and the seasonal downward tendency 
sterling exchange has remained firm. 


Exports and Imports 


Exports from the United States in July 
were $30,000,000 less than in June and 
were the smallest since last February. 
Imports were also reduced about $10,- 
000,000. The figures since January this 


year are as follows: 
Excess 
1922 Exports Imports of Exports 
January. .$278,848,469 $217,185,396 $61,663,073 
February. 250,619,841 215,743,282 34,876,559 


March .. 330,326,608 256,177,796 74,148,812 
April .... 318,461,898 217,023,142 101,438,756 
May .... 307,687,846 252,817, 254 54,871,428 
June .... 334,683,729 260,460,898 74,222,831 
July .... 305,000,000 251,000,000 54,000,000 


Paper Inflation 


One fact stands out clearly in Germany, 
as in all the other countries that have 
indulged in paper money inflation and 
that is that it is impossible to relieve 
monetary stringency by printing paper 
money. This is a matter of great im- 
portance, because in every period of 
monetary stringency there arises a de- 
mand that the government or the banks 
shall issue more money for the purpose 
of giving relief. 

The fatal defect in government issues of 
paper money, says the National City Bank 
Review, is that the more there is issued 
the greater is the apparent necessity for 
more. Every argument in support of the 
first issue is used with increasing force 
for succeeding issues. The currency de- 
preciates in purchasing power as the 
issues are increased, but spasmodically, re- 
maining comparatively steady for a time 
and then slumping rapidly. When the 
values decline, unless more is issued, 
money becomes as tight as it ever was, 
although it may be bordering on worth- 
lessness. 


Negotiability of Note “According 
to Terms of Lease Contract” 


A bank in Oklahoma acquired 
from the payee for value before 
maturity certain promissory notes 
which have written thereon, “ac- 
cording to terms of lease contract.” 
The lease contract was attached to 
the notes. The bank’s right to en- 
force against the makers free from 
their defense against the payee 
depends on whether the quoted 
words affect negotiability. Opinion: 
There is a conflict of judicial deci- 
sion upon the question. In Massa- 
chusetts the equivalent words “as 
per contract’ have been held to 
refer merely to the consideration 
and not make the promise condi- 
tional; in Minnesota, they will not 
destroy negotiability in the event 
the contract does not make payment 
conditional, but they put the 
purchaser on inquiry, and if the 
contract affords the maker a de- 
fense, the purchaser is subject there- 
to; while in Louisiana, by a divided 
court, such a promise is held con- 
ditional and negotiability destroyed. 
The point not decided in Okla- 
homa. 


From Oklahoma—One of our custom- 
ers, L by name, owed us several thou- 
sand dollars. To secure this debt among 
other things, he assigned to us, by in- 
dorsement of the notes, two notes taken 
by am for rent on land under his con- 
trol. 

The land is owned by a banker in 
Kansas, who leased to L for a term of 
years for cash rent under a lease agree- 
ment which provided that the land could 
not be sub-leased without the written con- 
sent of the landlord. In spite of this, 
however, L did sub-lease two of the 
quarters of land with the knowledge of 
the landlord but without his written con- 
sent, we understand. Under this arrange- 
ment, two or three years passed and L 
became behind in the payment of his rent, 
although collecting each year from those 
to whom he had sub-leased. 

In the meantime, L rented two of the 
quarter sections of land to two farmers 
for cash, taking part payment of the rent 
in cash at the time of the signing of the 
lease and taking a note for the unpaid 
balance due November 1, 1922. These 
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notes were drawn on the note form of a 
local bank which carried the usual pro- 
visions and written on the face of the 
notes are these words at the bottom of 
the note, “according to terms of lease 
contract,” referring to the sub-lease con- 
tract between L and present tillers of the 
land. The lease in question covering the 
year from and after January 1, 1922. 
These notes L indorsed to us for secur- 
ity and attached to each note is the lease 
contract referred to. Now L has skipped 
the country and the owner of the land 
steps in and demands his rent from the 
men leasing from-L, making his demand 
under a clause providing for chattel mort- 
gage running against all crops grown on 
the land to secure the rent, although this 
lease was never filed of record till just 
a few days ago, and the men renting of L 
knew nothing of such a provision. 
Now the question arises as to whether 
or not our notes, those given for rent to 
L and indorsed by him to us, are nego- 
tiable. Please advise us as to the status 
of our case. We contend that they are, 
especially as the contract is attached 
to the note, and shall demand payment. 


If the notes taken by your bank 
are negotiable, the bank having ac- 
quired same by indorsement of the 
payee before maturity as security 
for an indebtedness of the indorser, 
is a holder in due course to the ex- 
tent of the indorser’s indebtedness 
to it and can enforce same against 
the makers free from their defense 
against the payee, assuming that 
the makers are liable to the owner 
of the land for rent unpaid by their 
immediate lessor. 

The notes contain the provision 
“according to the terms of lease 
contract,” such contract being at- 
tached to the notes. Do these 
words affect negotiability ? 

The nearest case in point is Con- 
tinental Bank and Trust Co. v. 
Limes; Pub, Co.,./0) sgt ease 
decided under the Negotiable In- 
struments Act of Louisiana, by the 
Supreme Court of that state. In 
that case, a publishing company 
leased a building for ten years and 
gave one hundred and _ twenty 
monthly instalment rent notes 
promising to pay the lessor a speci- 
fied amount as “rent for the month 
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of August, 1915” of a described 
building “as per contract dated 
March 24, 1913, value received,” 
each note being given for a differ- 
ent month’s rent. The plaintiff 
bank acquired the notes in good 
faith, before maturity for value and 
brought suit on two notes against 
the maker. The defense was that 
the consideration had failed as the 
leased building had been destroyed 
by fire before the rent for which the 
notes were given accrued and that 
the notes were not negotiable but 
subject to such defense in the hands 
of the bank, because the recital on 
their face that they were given for 
rent “‘as per contract” had the effect 
of reading the contract of lease into 
them and thereby conveying full 
notice that their 
might fail, as it was an executory 
contract which might fail of per- 
formance. 


The lower courts in Louisiana — 


held that the notes were negotiable 
and their decision was, at first, sus- 
tained by the Supreme Court of 
Louisiana; then, upon rehearing, 
the court reversed itself and held 
the notes non-negotiable, the jus- 


tice who wrote the original opinion 


dissenting. The majority opinion 
held as follows: That the provi- 
sions of the Louisiana statute giv- 


ing a lessee a right to deduct from 
the rent the cost of necessary re- 


pairs and exempting the lessee 
‘from liability for rent in event of 
destruction of property, entered 
into and became a part of every 
contract of lease in the state, un- 
less the parties expressly stipulated 
to the contrary; that while the 
statement in the note that it was 
given in payment of future rent 
did not destroy negotiability but 
was a mere recital of consideration, 
the further words “as per contract 
meant that the contract to pay was 
to be executed in accordance with 
the terms and conditions of the con- 
tract of lease; that such a promise 


q 


consideration _ 


similar question differently. 
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was not unconditional and was a 
qualification sufficient to destroy 
negotiability; that one of ‘the re- 
quirements of the Negotiable In- 
struments Act is that the instru- 
ment must be “complete and reg- 
ular upon its face,” and these notes 
were not regular upon their face 
because of the stated qualification 
which deprived them of their nego- 
tiability ; this infirmity being upon 
the face of the notes, the bank ac- 
quired them with notice thereof 
and held them subject to defenses 
which might have been set up 
against the payee. The view of a 
minority of the court was that the 
words “as per contract” were 
merely a statement of the transac- 
tion which gave rise to the instru- 
ment and did not destroy negotia- 
bility; they were not equivalent to 
the expression “subject to condi- 
tions of contract”; and the mere 
fact that a note was given for an 
executory consideration which 
might fail did not make the notes 
negotiable nor conditional where 
they were acquired upon such fail- 
ure or without knowledge thereof. 

Under the majority decision in 
the Louisiana case it is to be gath- 
ered that the qualifying words “as 
per contract” would make the 
promise to pay conditional even 
though the contract referred to 
should contain nothing derogating 
from absolute payability; that the 
mere statement on the face of a 
note promising to pay the amount 
in accordance with a certain con- 
tract makes it irregular on its face 
and destroys its negotiable char- 
acter, whether or not the contract 
itself contains any condition which 
would make the amount not pay- 
able. 

The Supreme Court of Massa- 
chusetts has decided a somewhat 
Na- 
tional Bank of Newbury v. Went- 
worth, 105 N. E. (Mass.) 626. 
The maker of certain promissory 
notes wrote upon their face “value 
received as per contract.” The 
notes were indorsed by the payee to 
a bank for value before maturity. 
The maker contended that by these 
words the original parties intended 
to incorporate the contract and ne- 
gotiability was lacking because a 
sum certain was not payable at a 
time fixed in the future. The court 
held the notes negotiable. It said 
that if the words had been “subject 


to the contract” the notes would not 
have been the maker’s uncondi 
tional promise to pay a definite 
sum. “But while the defendant 
doubtless intended to guard against 
the payment of money for which in 
the future he did not receive an 
equivalent, and the payee has gone 
into bankruptcy, the language used 
does not affect the payment of the 
amounts shown by the notes. By 
their position, the words well might 
lead the plaintiff who is not 
charged with actual notice to un- 
derstand that they were not to be 
disconnected and applied to an in- 
dependent outstanding agreement 
by which the promise was to be 
modified or restricted, but they re- 
ferred solely to the consideration for 
which the notes were given.” 

In Minnesota, the view seems to 
be taken that the words “as per 
contract” do not affect negotiability 
in its sense as including the passing 
of title free from equities. Those 
words, however, cannot be over- 
looked by the purchaser, and if the 
contract contains matter of defense, 
he is subject thereto; but when the 
contract accompanies the note and 
passes to the purchaser, the con- 
tract not giving the maker a de- 
fense, he is not charged by such 
words with knowledge of another 
agreement giving a defense. Snell- 
ing State Bank v. Clasen, 157 N. 
W. (Minn.) 643. In that case, 
notes were given as part of the con- 
sideration of a written contract for 
sale of land. On the same day, 
there was another agreement in 
writing between maker and payee 
that if upon investigation the 
maker was not satisfied with the 
land, the payee would return the 
notes and pay back the cash re- 
ceived. The words “as per con- 
tract” were written on the back of 
the notes at the time of their exe- 
cution. The notes were transferred 
to a bank before maturity. The 
sales contract which contained 
nothing giving the maker a defense 
accompanied the notes but the other 
agreement did not. The bank sued 
the maker and recovered. 

In the light of the above, it will 
require a decision of the Supreme 
Court of Oklahoma to settle for 
your state the question whether the 
words in the notes acquired by your 
bank ‘according to terms of lease 
contract” will affect their negotia- 
bility. According to the majority 


of the Supreme Court of Louisiana, 
such form of words would make the 
promise to pay conditional and the 
notes non-negotiable ; in Minnesota, 
such would not be the effect unless 
the contract itself contained some- 
thing making the payment condi- 
tional; while in Massachusetts, the 
court takes a similar view to that 
of the minority in Louisiana, that 
those words are different from 
“subject to contract” and do not 
destroy negotiability, as they only 
refer to the consideration on which 
the notes are based. 


Check of Clearing Bank in Pay- 
ment of Debtor Balance 


Where two banks in the same 
town exchange checks and_ the 
debtor gives the creditor its check 
on its correspondent for the balance 
due, which check is dishonored be- 
cause of failure of the drawer bank, 
the payee bank has no preference in 
the assets of the failed bank but 
must share as a general creditor 
because the payor bank is debtor 
for, and not trustee of, the fund rep- 
resented by such check—question 
raised but not discussed whether it 
would be practicable to segregate 
such debit balance as a trust fund, 
and if so, whether the fund so 
created would entitle the creditor 
bank to preferential payment. 


From Kansas—In case one Kansas 
country bank issues its draft, drawn on 
a Kansas City, Mo., bank, payable to 
the order of another bank located in the 
same city with the drawer bank, in settle- 
ment of the difference due the payee bank 
from the drawer bank in the clearance 
of a day’s checks and cash items, the draft 
is duly presented to the drawee bank 
for payment, but on account of the fail- 
ure of the drawer bank after the issuance 
of the draft, the drawee bank refuses to 
pay and the draft is duly protested and 
returned to the payee bank, will the 
payee bank’s claim against the drawer 
bank for the amount of said draft be 
legally entitled to preference over the 
claims of the general creditors of the 
drawer bank, and to payment before the 
general creditors are paid, or will the 
payee bank be legally entitled to only its 
pro rata share of the amount realized 
from the assets of the payor bank in 
case enough is not realized from its as- 
sets to pay all claims in full? 

The custom and practice has been, as 
you know, for country banks in the same 
city to settle their clearance differences 
each day by draft unless the difference 
is very small, when sometimes it may 
be settled in cash. ; 


The question involved is this: 
Where two banks in the same town 
exchange checks on each other and 
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the debtor bank, instead of paying 
cash in settlement of its debit bal- 
ance, delivers its draft to the cred- 
itor bank drawn upon its city cor- 
respondent, which draft is refused 
payment because of the failure of 
the debtor bank, is the creditor 
bank entitled to preferential pay- 
ment from the assets of the failed 
bank, assuming such assets are in- 
sufficient for full payment, or must 
it share as a general creditor? 

The specific question has not been 
decided but I fail to see any ground 
upon which the payee bank can 
claim a preference. This debit b1- 
ance was a debt owing by one bank 
to the other, in the settlement of 
which the debtor bank gave its 
check. The debtor bank having 
failed before payment, the right of 
the payee bank would be that of a 
common creditor and not as bene- 
ficiary of a trust fund in the ab- 
sence of some valid agreement un- 
der which debit balances arising 
from the exchange of checks would 
be set aside and held by the payor 
bank as a trust fund. Without dis- 
cussing whether such an agreement 
would be practicable, and whether, 
if practicable, it would be valid to 
create a preference in behalf of the 
creditor bank, in the present case 
there is nothing to show that the 
debit balance represented by the 
debtor’s check was anything else 
than a debt owing by the drawer to 
the payee bank. That a bank which 
fails owing a debit balance at the 
clearing house is debtor for such 
balance is clearly shown in Yardley 
v. Philler, 167 U. S. 344, where a 
bank was closed after the morn- 
ings’s clearings in which its debit 
balance was ascertained and before 
such debit balance was paid, the 
case involving questions as to the 
rights of the respective parties and 
the clearing house. 


Where one bank sends items to 
another for collection and the bank 
to which the items are forwarded 
makes the collection but fails be- 
fore its remittance draft is honored, 
there is a conflict of authority upon 
the question of preference, a ma- 
jority of courts holding that the 
failed bank is a trustee of the col- 
lection proceeds while a minority 
of courts hold it is debtor. But the 
decisions are quite uniform to the 
effect that where the item for- 
warded to the insolvent bank is a 
check upon itself for which it re- 


mits its own check, which is dishon- 
ored because of its failure, its rela- 
tion is not that of trustee but of 
debtor. There is no trust fund be- 
cause the bank has received noth- 
ing from an outside source by 
which its assets have been swelled 
but it has simply made a substitu- 
tion of one creditor for another. 
Its debt to the drawer of the check 
has been changed to an indebted- 
ness to the payee. See Digest of 
Legal Opinions, 1921, paragraphs 
1172, et seq., for full citation of 
authorities. It would seein to fol- 
low that a check given by one bank 
to another in the same town in pay- 
ment of checks drawn upon itself, 
in excess of checks held by it 
drawn on the presenting bank, 
would be governed by the same 
rule, in the absence of some valid 
agreement by which such funds are, 
at the time of the exchange, segre- 
gated and taken out of its general 
assets and held as a trust fund and 
that the payee bank would have no 
preference over other creditors. 


Note Payable to and at Bank A 
or Bank B 


A note made payable to the R 
State Bank at the R State Bank, on 
printed form, has inserted in writ- 
ing “or the M National Bank” after 
the name of the R State Bank in 
two places, thus making it payable 
to and at the R State Bank or the M 
National Bank. On the back of the 
note is a printed assignment to the 
R State Bank signed by Sam Roe, 
who delivers the note to the R State 
Bank for collection. Opinion: As- 
suming the note was thus drawn by 
or with the consent of the maker, 
it is valid and probably negotiable 
and when presented to the R State 
Bank for collection it would be its 
duty to present the note to the 
maker and make mquiry as to the 
right of the holder to payment. If 
the name of the alternative payee 
was inserted without consent of the 
maker, it would be a material altera- 
tion which would avoid the tnstru- 
ment. 

From Pennsylvania—I am enclosing a 
copy of a note presented at this (the R 
State) bank for collection. In the first 
place, the note was made out wrong. In 
this case the note should have been made 
out to Sam Roe as payee instead of to 
the banks, but somehow he got one of 
our notes and used it, as this copy shows, 


indorsing it on the back, or rather, as- 
signing it to us. The question that 


puzzles me most is, “Can a note be drawn 
payable to either of two banks at either 
of two places?” I feel pretty certain 
that M ‘National Bank was written on the 
face of the note some time after it was 
signed, whether with or without the con- 
sent of the maker, I do not know. 


This is a form of note signed by 
John Doe made payable to order of 
R State Bank at the R State Bank, 
the printed form of the bank being 
used, and after the name of the 
printed payee there is inserted in 
writing, “Or the M National Bank,” 
those words also being inserted 
after the printed name of the R 
State Bank to which the note is 
made payable The R State Bank 
and the M National Bank are lo- 
cated in the same place and the 
result is that the note is made pay- 
able to the R State Bank or the M 
National Bank at the R State Bank 
or the M National Bank. On the 
back of the note is a printed assign- 
ment of the note to the R State 
Bank, signed by Sam Roe. 

The R State Bank, as I under- 
stand, has received this note from 
Sam Roe for collection and desires 
to know the legal effect of such an 
instrument and its duty in the prem- 
ises. 


| 
| 


| 

| 

| 

| 
‘ i 

| 
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Assuming for the moment that _ 


the note was thus made out by or 
with the consent of the maker, I 
think it is valid and probably ne- 
gotiable, although made payable to 
and at either of two banks in the 
same place which are specified as 
payees. 

The Negotiable Instruments Act 
expressly provides that an instru- 
ment payable to order may be 
drawn payable to the order of “one 
or some of several payees.” It has 
been held that where a note is made 
payable “to the order of A or B” 
the indorsement of either is suffi- 
cient to pass title. Voris v. Schoon- 


over, 138 Pac. (Kan.) 607. A note® 


payable to the order of “R. M. Life 
Ins. Co. or H: B.”>is payables 
either and negotiable by indorse- 
ment of either. Union Bank vw. 
Spies, 130 N. W. (Iowa) 928. An 
indorsement “Pay to the order of 
A or B” does not render a note non- 
negotiable and indorsement by 
either A or B will pass title. Page 
Uv. Ford plalePacie( Ore) 101s 
The Negotiable Instruments Act 
further provides that where the in- 
strument is made payable at a bank 
it is equivalent to an order to the 
bank to pay the same for the ac- 
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count of the principal debtor there- 
on. There is nothing in the act 
which specifically refers to a note 
made payable at either of two banks 
in the alternative. But decisions 
under the law merchant indicate 
that this is permissible. In Hazard 
v. Spencer, 17 R. I. 561, a note 


dated at “Providence” was made 


payable “at bank,’ but before ma- 
turity it was placed in a bank at 
Providence for collection and the 
maker duly notified. It was held 
that the note was payable at Provi- 
dence and at either bank in Provi- 
dence which the maker saw fit to 
select. In Boston at one time it 
was customary to make notes pay- 
able at “any bank in Boston.” It 
was held that such a note was not 
properly presented to a trust com- 
pany (Nash v. Brown, 165 Mass. 
384), nor was the office of a private 
banker within the terms of such a 
note. Way v. Butterworth, 108 
Mass. 509. But the validity or ne- 
gotiability of such an instrument 
was not questioned. 

The Negotiable Instruments Act 
does, however, provide that “a bill 
may be addressed to two or more 
drawees jointly, whether they are 
partners or not; but not to two or 
more drawees in the alternative or 
in succession” ; and if the making of 
a note payable at a bank should be 
held equivalent to the drawing of a 
bill upon a bank, it is possible that 
the making of a note payable at 
either of two banks would be held 
to destroy its negotiability. No 
question of this kind has ever come 
before the courts, and it is doubtful 
if the rule of the law merchant, 
which recognizes the validity and 
negotiability of notes payable at 
more than one bank in the alterna- 
tive, would be held to be abrogated 
by this provision of the Negotiable 
Instruments Act, which relates 
specifically to bills of exchange. 

It would seem to follow, there- 
fore, that a note made by the maker 
payable to the order of the R State 
Bank or the M National Bank at 
either of said banks would be valid 
and probably negotiable; and 
where presented by a holder who 
indorsed an assignment of said note 
to the R State Bank for collection, 
the duty of that bank, whether or 
not it had sufficient funds to the 
credit of the maker, would be to 
present the note to the maker and 


make inquiry of him as to the right 
of the holder to payment. 

It has been held in more than one 
case where a third person presents 
an instrument made payable to the 
bank on which it is drawn for col- 
lection that the form of the instru- 
ment devolves upon the bank a duty 
of inquiry as to the holder’s right 
tovereceive payment.) So (in =the 
present case, inquiry should be made 
of the maker, and this would dis- 
close whether Sam Roe the holder, 
was entitled to receive payment out 
of the funds to the maker’s account, 
if any, or whether there had been 
any wrongful alteration of the in- 
strument after it left the hands of 
the maker. If the name of the 
alternative payee and place of pay- 
ment was inserted after the note 
had left the hands of the maker and 
without his knowledge or consent, 
it would constitute a material al- 
teration which would avoid the in- 
strument in the hands of the holder. 


Credit of Outstanding Certified 
Check to Maker 


An unindorsed check of A to B 
was certified for a holder other than 
B, wrongfully in possession, and 
the maker desires refund of the 
amount that he may pay B. Opin- 
ton: The bank, before crediting the 
amount to A, should require bond 
of indemnity to safeguard against 


contingency that check may here- 
after be indorsed by B and pre- 
sented for payment by innocent pur- 
chaser. 

From New Jersey—On July 12 we 
certified check of $146.02 of A’s, payable 
to order of B, for party whom we be- 


lieved to be B, but who was.not. Certi- 
fication stamp used was as follows: 


“Certified without liability for gen- 
uineness except as to maker’s signa- 
ture.” 


What course should we pursue? The 
maker would like to give the party to 
whose order the check was drawn the 
amount thereof, but naturally does not 
want the double charge against his ac- 
count. Can we safely refund them the 
amount by taking their bond? 

In this case the bank has certified 
check of A payable to order of B 
for a holder other than B who in 
some unexplained manner obtained 
possession of the instrument. I as- 
sume the check when certified did 
not bear indorsement of B. In this 
event there would be no obligation 
of the bank to pay unless the check 
should afterwards be negotiated to 
an innocent purchaser for value un- 
der valid indorsement of B here- 
after made. But the bank, to protect 
itself against such a contingency, 
should require bond of indemnity 
from A before refunding him the 
amount. Then A could pay the 
amount to B, if he chose to take 
the risk that the check would not 
hereafter come to the hands of B 
and be negotiated by him, 


Recognition of Men 


The bank employee who is broadening 
his mind is broadening the power and the 
influence of his bank. 

The man who is doing his best to serve 
the bank with which he is connected 
richly deserves every help that can be 
extended to him. 

The JouRNAL OF THE AMERICAN 
BANKERS ASSOCIATION is published to 
help the bank in every department—to 
bring to the banking house information 
which protects, which enables busy men 
to transact their routine with more con- 
venience and less worry; which enables 
men to make safe decisions; to devise 
new methods or test the soundness of old 
methods; gives the experience of matured 
bankers on many subjects, thereby avoid- 
ing costly experiments. 

JouRNAL articles interpreting business 
conditions through the writings of suc- 
cessful bankers, financiers and promi- 
nent economists will broaden the under- 
standing of ambitious employees. 


The best-informed man in the bank 
does not have time nor opportunity to do 
educational work among his helpers and 
associates. Much of the information 
which the individuals composing its staff 
should possess as a background of under- 
standing may not be directly connected 
with the average day’s work. 

But the principal executive of every 
bank may, if he will, enlarge the use- 
fulness of his staff and at the same time 
tactfully recognize the efforts of good 
men to grow, by having the JouRNAL 
of the AMERICAN BANKERS ASSOCIATION 
sent directly to the homes of such men 
each month. 

Many banks are doing this now. , 

Subscriptions sent in now will include 
the number which gives all of the pro- 
ceedings of the annual convention of the 
American Bankers Association—the con- 
sensus of a year of banking thought. 


Two Par Clearance Decisions 


in his opinion filed on March 11, held that Federal Reserve 
Banks may collect all checks payable on presentation, includ- 
ing checks drawn on non-member banks, but cannot pay any 
exchange charges, and that a Federal Reserve Bank may employ 
any proper instrumentality to collect checks drawn on banks 
which refuse to remit without the deduction of exchange 
charges. 
In a decision dated June 26, 1922, in the case of the Brook- 
ings (Oregon), State Bank vs. the Federal Reserve Bank of 


IP the Atlanta par clearance case Judge Beverly D. Evans, 


The Oregon Case 


The Brookings State Bank is engaged in business at Brook- 
ings, a small town without express facilities. The bank has 
correspondents at San Francisco, Calif., and Portland, Ore. In 
making remittances, it has heretofore exacted an exchange 
charge of 1/10 of 1 per cent. 

“The defendant, Federal Reserve Bank of San Francisco,” 
says the opinion, “exercising its function as a collecting and 
clearing house agency, and desiring to make collections from 
the Brookings bank, requested payment at par, as it is prohibited 
by the Federal Reserve Act from paying exchange. This was 
refused by the Brookings bank. With the view, therefore, of 
making such collections without the necessity of paying ex- 
change, the reserve bank maintained an agent at Brookings for 
making collections over the counter of such paper as might 
be transmitted to him through cash letters from the reserve 
bank and its branch bank at Portland. The agent was so 
maintained for the space of about a year, and he collected over 
the counter during the time something over $108,000, at an 
expense to the reserve bank of $3,542, which includes the 
expense of transmitting the currency to point of destination. 
The method caused the Brookings bank much annoyance, and 
required it to maintain a materially larger reserve than ordi- 
narily would have been necessary in the usual conduct of its 
business. 

“The agent was finally withdrawn, and the Brookings bank 
was notified that thereafter checks would be forwarded for 
collection by mail direct to the bank, with request that they 
be paid at par, and the proceeds remitted by exchange on 
Portland or San Francisco. Checks were so forwarded, in- 
dorsed ‘Pay to Brookings State Bank for collection only and 
remittance in full without deduction for exchange or collection 
charges, but were returned without payment, on the ground 
that the bank was not called upon to act as agent for the 
reserve bank to make such collections under the terms imposed. 
The reserve bank, upon the return of the checks, returned them 
to its correspondents, advising them in effect that the Brook- 
ings bank refused to pay and had not protested the paper, and 
that they must look to the Brookings bank for their protection. 

“A preliminary injunction issued after hearing, restraining 
the reserve bank from sending letters to its clients advising 
them that they must look to the Brookings bank for their 
protection through failure to protest such paper, as demand 
for payment was made upon it on condition that it remit at 
par.’ 

After quoting the law, the opinion continues: 

“The questions presented here are: 

“First, whether the reserve bank has the authority to make 
collections from non-member banks; and, second, whether it 
can coerce such banks to remit at par. 

“As to the first, it is already apparent that the reserve bank 
may at its option receive paper against such banks for col- 
lection. Having that power, it may collect it, if it can find 
a way of doing so without the payment of exchange, which it 
is prohibited from paying by the act. 

“Tt is a banking custom, as well as a legal right which a 
holder of a check has at all times, to present paper at the 
counter of the payee bank and demand payment, and, if 
denied, the paper is subject to dishonor. Paper so presented 
and paid over the counter is not subject to exchange. It is 
also a custom among banks, in making collections from other 
banks where there is not more than one bank in a place, 
to send checks to the drawee bank with request for remittance, 


San Francisco, Justice Wolverton in the U. S. District Court 
for District of Oregon, held that the Federal Reserve could 
not send letters “to the clients advising them that they must 


aban 


look to the Brookings bank for their protection through 


failure to protest such paper, as demand was made upon it 
on condition that it remit at par.” But the court denied the 
application of the Brookings bank for an injunction restraining 
the Federal Reserve Bank from maintaining an agent at Brook- 
ings. Both findings are given in parallel columns for con- 
venient comparison: 


The Atlanta Case 


Beverty D. Evans, district judge: 

This case was heard by me on its merits and, after argument 
and due consideration, I-find as follows: 

(1) Under sections 13 and 16 of the Federal Reserve Act 
the Federal Reserve Banks are empowered to accept any and all 
checks payable on presentation, when deposited with them for 
collection. 

(2) Checks thus received must be collected at par. The 
Federal Reserve Banks are not permitted to accept in payment 
of checks deposited with them for collection an amount less 
than the full face value of the checks. 

(3) In the discharge of its duties with respect to the col- 
lection of checks deposited with them, and with respect to 
performing the functions of a clearing house, the several Fed- 
eral Reserve Banks are empowered to adopt any reasonable 
measure designed to accomplish these purposes. To that end 
a Federal Reserve Bank may send checks to the drawee bank 
directly, for remittance through the mails, of collections with- 
out cost of exchange. If the drawee bank refuses to remit 
without deduction of the cost of exchange, it is in the power of 
the several Federal Reserve Banks to employ any proper 


instrumentality or agency to collect the checks from the drawee © 


bank, and it may legitimately pay the necessary cost of this 
service. 

(4) The process of the daily collection of checks, in the 
exercise of the clearing-house functions, is not rendered unlaw- 
ful because of the fact that of the checks handled two or more 
of them may be drawn on the same bank. 

(5) It is a legitimate feature of the clearing-house function 
of a Federal Reserve Bank to publish a par clearance list, that 
is, a list of banks on which checks are drawn that will be 
collected at par by the Federal Reserve Banks. But inasmuch 
as a conclusion may be drawn from the appearance of a 
bank’s name on the par list that it agrees to remit at par, or 
has agreed to enter the par clearance system, I do not think 
such list should include the name of any non-member bank, 
unless such non-member bank consents. I see no objection to 
including in the par clearance list the names of towns or 
cities, with a representation that the Federal Reserve Bank will 
undertake to collect at par checks drawn on any bank (member 
or non-member) in such town or city. 

(6) In the inauguration of its par clearance system, I find 
that the Federal Reserve Bank of the Atlanta district was not 
inspired by any ulterior purpose to coerce or injure any non- 
member bank which refused to remit at par. Specifically I find 
the charge that the Federal Reserve Bank at Atlanta would 
accumulate checks upon country or non-member banks until 
they reach a large amount, and then cause them to be pre- 
sented for payment over the counter, so as to compel the 
plaintiffs to maintain so much cash in their vaults as to drive 


them out of business, as an alternative to agreeing to remit at — 


par, is not sustained by the evidence. 

(7) I find the evidence insufficient to sustain any charge in 
the bill that the Federal Reserve Bank was acting illegally, or 
exercising any right it had so as to oppress or injure the 
plaintiff banks. With regard to the publication of the names 
of non-member banks on the Federal Reserve Bank’s par list, 
while I do not think the evidence justifies a finding that- such 
publication was done to injure or oppress plaintiff banks, never- 
theless I do not think the names of plaintiff banks, or any of 
them, should be included in the list without their consent. 

The general result of my findings is that the plaintiffs are 
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Oregon Decision 


and the request is honored unless there is some special reason 
why the bank should not pay. These banking rules and regula- 
tions are conceded. 

“As to the second question, the non-member banks, being 
without the pale of the Federal Reserve Act, have the 
right, if they see fit, to charge reasonable exchange on remit- 
tances. This is a right the bank may relinquish at its option, 
but it ought not to be coerced into doing so, or agreeing to 
do so, and any strategy which has for its purpose the 
coercion of such non-member bank to yield its legal right 
in this respect is unlawful, and will not be approved by the 
courts. The Supreme Court, speaking through Mr. Justice 
Holmes, has put the stamp of its disapproval upon the act 
of a party massing a number of checks against a bank and 
presenting them in bulk at the counter for payment, although 
the holder of paper has the legal right to demand payment on 
the ground that it evidences an ulterior purpose of compelling 
the bank to yield against its will to a demand for payment 
at par. American Bank & Trust Company, et al, vs. Federal 
Reserve Bank, 41 Sup. Court Rep. 499. In the opinion the 
distinguished jurist has this to say: 

“Tf this were a case of competition in private business it would be 
hard to admit the justification of self-interest considering the now 
current opinion as to public policy expressed in statutes and decisions. 
But this is not a private business. The policy of the Federal Reserve 
Banks is governed by the policy of the United States with regard to 
them and to these relatively feeble competitors. We do not need aid 
from the debates upon the statute under which the reserve banks exist 


to assume that the United States did not intend by that statute 
to sanction this sort of warfare upon legitimate creations of the States.” 


The testimony here impels me to the conclusion that the 
Federal Reserve Bank has gone to the length of endeavoring 
to coerce the Brookings bank to accede to its demand that 
the latter bank agree to remit at par. Its purpose is obvious, 
from the fact that it maintained an agent at Brookings for prac- 
tically a year, at an expense to it of $3,542 for collecting over 
the counter checks and drafts drawn upon the Brookings 
bank, knowing at the time that the procedure was embarrassing 
to the bank, and required it to maintain a much larger reserve 
in its coffers to take care of its current business, thus depriving 
the bank of a portion of its ordinary earnings. ‘Such a purpose 
is further manifest from correspondence found in the record. 
One letter to which I refer is Defendant’s Exhibit ‘S,’ from 
the manager of the Portland branch to an officer of the reserve 
bank at San Francisco. It relates to an incident of the accept- 
ance by the agent at Brookings of the bank’s draft at par in 
payment of checks presented over the counter, and advises that, 
“Sf we continue to accept exchange we are, of course, extract- 
ing the sting from our direct collections.’ Another is Plaintiff’s 
Exhibit 20, a letter from the manager at Portland to the 
Scio State Bank, advising that, ‘shortly after all the banks 
in the country have had time to consider becoming par 
voluntarily, it will be necessary to use more forcible methods 
with the few banks that refuse to pay their checks at par.’ 
Corroboration is found in other correspondence and evidence 


Atlanta Decision 


entitled to the writ of injunction against the inclusion of their 
names on the par list without their consent, but are not entitled 
to an injunction for any other matter complained against the 
respondents. 

Let an appropriate decree be submitted giving effect to the 
foregoing findings. This March 11, 1922 


Oregon Decision—Concluded 


adduced at the trial, but the record is too voluminous to attempt 
to particularize. 

“But with all this, it appears that the Brookings State Bank 
was advised by letter of September 20, 1921, that the agent at 
Brookings would be withdrawn and has not since been maintained 
there, and as this suit was instituted on September 29, 1921, 
there would seem to be no necessity for enjoining the defendant 
from maintaining an agent at Brookings for making collections 
over the counter of the bank, whether absolutely or in modified 
terms. Nor would it have been necessary to go into these 
matters to the extent we have but for the earnest insistence 
that it was the defendant’s absolute duty, imposed upon it by 
the act, and as to which it had no volition, to make such 
collections. The Federal Reserve Bank, however, has recognized 
the optional character of its function in this regard by notifying 
its correspondents that it will accept no more paper on the 
Brookings State Bank for collection. 

“As it relates to the method adopted by the defendant for 
making collections through the mail by sending checks and 
drafts upon the Brookings bank direct to the bank, indorsed 
‘Pay to Brookings State Bank, for collection only and remit- 
tance in full without deduction for exchange or collection 
charges,’ it is plain that the bank was not called upon so to 
remit, and its return of the checks without payment as de- 
manded was not tantamount to dishonor. I repeat what was 
said in deciding the matter on preliminary hearings: 

“While, under the prevailing custom, the defendant bank could 
rightfully remit checks and drafts drawn against the plaintiff bank 
direct to the latter for collection, and could thereby exact payment of 
them, it could not impose conditions upon which such payment should 
be made, much less could it make the plaintiff bank its agent for 
causing protest to be made for non-payment. The idea of requiring 
that a maker or drawee shall have protested his own paper is so 
inconsistent with the functions of an agent that it can hardly receive 


the sanction of law. No man can serve two masters, especially himself 
and another.” 


The defendant was therefore not authorized to advise its 
clients that they must look to the plaintiff bank for pro- 
tection through failure to protest. 

“The preliminary injunction heretofore decreed will be made 
permanent, but no injunction will issue respecting the main- 
tenance-of an agent at Brookings, as such agent had been 
withdrawn practically at the time of the institution of the 
suit, and there appears to be no intention upon the part of 
defendant to replace him.” 


Bank’s Power to Deal 


AY a state bank buy and sell foreign exchange? Is it 

liable for damages for breach of contract if it fails to 

deliver foreign currency in accordance with its agreement ? 
In the particular case defendant bank contended that such a con- 
tract to deliver Russian rubles was unauthorized and hence that it 
could not be held in damages. The two relevant statutory pro- 
Visions quoted by the court—the powers of state banks must 
generally be ascertained by reference to the precise wording of 
the statutory provisions—were as follows: 

“A bank shall carry on * * * the usual business of bank- 
‘ing, * * * may receive deposits, and may loan and negotiate 
its moneys and effects by discounting on banking principles 
upon such security as the stockholders consider expedient.” 

“No bank shall use any of its moneys, goods, chattels or 
effects in trade or commerce.” 

The court said: “The single question presented is whether it 
could have been ruled as matter of law that the contract in suit 
Was in violation of either” provision. 


in Foreign Currency 


“There was ample evidence from those familiar with banking 
tending to show that banks in this commonwealth, and particu- 
larly in Boston, usually and generally bought and sold and 
dealt in Russian rubles and other foreign currency, that Rus- 
sian rubles were bank notes issued by the Imperial Bank of 
Russia, and were the currency of Russia at the time in question 
(January 31, 1918). The selling of foreign currency cannot be 
pets as a matter of law to be beyond the lawful power of a 
ank.” 

Whether such selling was a part of “the usual business of 
banking” was a question of fact properly left to the jury, 
which found that it was. 

“Even if dealing in Russian rubles were ‘trade or commerce’ 
within the prohibition” of the statute quoted, “there is nothing 
in this record to show that the defendant had not acquired 
ownership of the rubles which were the subject of this contract 
a such a way as to warrant it in making lawful contract to sell 
them.” 

Federal Trust Co. v. State Bank, 135.N. E. (Mass.) 879, 


Prouisition Act—No Recovery Can 
Bre Hap oN CHECK For Liquor SoLp 
WitHout PermMit—NEw YorK 


One Adler brought suit on a check in 
the sum of $5,200, representing part of 
the purchase price of thirty barrels of 
whiskey, costing $25,200. Adler pro- 
duced no evidence to show that the sale 
was legal under any of the exceptions 
contained in the National Prohibition Act, 
which provides that no person shall man- 
ufacture or sell liquor except as author- 
ized by the Act to the end and purpose 
that the use of liquor as an intoxicating 
beverage may be prevented. 

The court held that Adler could not 
recover on the check. The check sued 
upon being part of the. consideration for 
an illegal sale under the National Pro- 
hibition Act, it is void in the hands of 
the plaintiff, who knew about the transac- 
tion and the purpose for which it was 
given. 

The court said: “This is not the case 
where a sale of a commodity is legal 
except in certain instances; it is illegal 
except as authorized. * * * No cause 
of action can arise out of a transaction 
made illegal by statute.” The presump- 
tion was that the sale of the whiskey was 
illegal and the burden of showing that it 
was legal rested on Adler, who, in this 
case was unable to prove that the liquor 
was sold by him with the necessary per- 
mit. Adler v. Zimmerman, 233 N. Y. 431. 


WRONGFUL DiISHONOR OF CHECKS—BANK 
REFUSING TO Pay CuecKks oF MEr- 
CANTILE Deposiror LIABLE IN 
DaMaceEs WITHOUT PROOF— 
UTAH 


The plaintiff, Mary B. Browning, was 
opening up a millinery business at 
Pleasant Grove, Utah County, Utah. She 
deposited her account in the Bank of 
Vernal, and checks were drawn by her in 
payment of goods to be used in her busi- 
ness. She had been engaged in business 
at other places within the state of Utah 
for the past twenty years. 

In the month of October, 1918, the 
bank refused to pay her checks, and the 
plaintiff seeks to recover damages for 
wrongful dishonor. 

The jury returned a verdict for $500 
damages against the bank for having 
refused to pay checks of a mercantile 
depositor having sufficient funds to cover. 

On a motion for a new trial the bank 
claimed that the damages awarded were 
excessive and were given under the in- 
fluence of passion and prejudice of the 
jury. 

The court held that the verdict for $500 
damages was not excessive, Saying: = tis 
true that the testimony is indefinite as 
to any specific amount of damage sus- 
tained, and it must be admitted that the 
jury was quite liberal in the amount of 
damages awarded,” but it was held that 
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failure on the part of the bank to pay 
such checks entitles the plaintiff to re- 
cover substantial damages without proof 
of actual damages under the common law 
rule that where a depositor is a merchant 
or trader substantial damages are pre- 
sumed. Browning v. Bank of Vernal, 
207 Pac. 462. 


Wak whiskey has been sold 
without a permit required by 
the Prohibition Act, the sale is il- 
legal and the holder of a check 
given in payment for the whiskey 
who knew about the transaction can- 
not recover thereon. 


A ee of $500 for dam- 
ages without proof of actual 
damages awarded to a mercantile 
depositor for a bank’s wrongful dis- 
honor of checks was held to be not 
excessive, although no proof of 
actual damages was given. 


NE who voluntarily gives a 

note in renewal of another note 
with knowledge at the time of a par- 
tial failure of consideration for the 
original note, waives such defense 
and cannot defeat or reduce recov- 
ery on the original renewal note. 


T is very desirable that the deci- 

sions of state courts should 
conform to those of the Supreme 
Court of the United States in ques- 
tions of commercial law,” says Judge 
Boyce of the Court oe Civil Appeals 
Ol bexas: 


HERE a clothing company 

had for years borrowed money 
from a bank, and furnished financial 
statements showing accounts receiv- 
able without disclosing that they 
had been secretly assigned to a 
finance company, the jury could find 
that because of the concealment of 
‘such material facts damages for de- 
ceit could be recovered. : 


HERE the value of the con- 

tents of a safe deposit box is 
unknown, a safe deposit company is 
not liable for failure to value the 
box on delivery to the carrier for 
shipment to the owner’s order. 


N a Missouri case it was held 

that collateral held by a bank to 
secure a note was not available to 
secure payment of another unpaid 
note. 


HERE a vice-president of a 

bank issues a certificate of de- 
posit to pay his personal obligation, 
such certificate is a liability of the 
bank and should be listed as such. 
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NoTres—VoOLUNTARILY GIVING RENEWAL 
Note OPERATES AS A WAIVER OF 
DEFENSE OF WANT OF CONSID- 
ERATION OF THE ORIGINAL— 
PENNSYLVANIA 


The plaintiff, an auto truck company, 
sold an auto truck to the defendant and 
received in payment therefor, in addi- 
tion to a judgment note, a promissory 
note due in three months. The truck 
performed badly, and the plaintiff knew 
this and promised to remedy the defects, 
but never did so. The defendant, al- 
though constantly complaining, used the 
machine, traveling many thousands of 
miles, and finally made an ineffective ef- 
fort to return it. When the promissory 
note became due, defendant, with full 
knowledge of the defective condition of 
the truck, executed a renewal note to the 
bank then holding it. It was proved that 
the defendant was not induced to execute 
the renewal note by any promise made by 
the plaintiff ; it was made with full knowl- 
edge of the facts, voluntarily, and with- 
out reserving any right to him arising 
from the truck’s defective condition. 

In an action upon the renewal note it 
was held that the defendant who gave a 
note in renewal of another note, with 


One 


knowledge at the time of a partial failure 


of the consideration for the original note, 
or of false representations by the payee, 


waived such defense and could not set it . 


up to defeat or to reduce a recovery on 
the renewal note. Longacre v. Robinson, 


117 Atl. 408. 


CoRRESPONDENT BANK TO WHIcH CHECK 
Is Sent For Cotuection Is AGENT 
OF FoRWARDING BANK—TEXAS 


A cashier’s check in the sum of $3,150 
was issued by the Thrift-Waggoner Bank 
of Thrift, Texas, payable to one Dell 
Behringer, and was deposited by him 
with the Tillman County Bank of Gran- 
field, Okla., defendant, for collection. 
The Tillman Bank immediately sent the 
check to its correspondent, the City 
National Bank of Commerce of Wichita 
Falls, Texas. The Thrift-Waggoner 
Bank was located at Thrift, Texas, a 
small town off the railroad, about twenty 
miles from Wichita Falls. There was 
another bank, Johnson Bros. Bank, lo- 
cated at this place. The Wichita Falls 
Bank sent the check by mail as a cash 
item direct to the Thrift-Waggoner Bank. 
Nothing was said by Behringer, plaintiff, 
to the Tillman County Bank in regard 
to the manner or method of collecting this 
check, and no instructions were given 
in reference thereto. The Thrift-Wag- 
goner Bank failed without ever having 
remitted in payment of the plaintiff’s 
check. The plaintiff contends that by 
reason of the negligence of the Wichita 
Falls Bank in forwarding the check di- 
rect, the check was not paid, and action 
was brought against the bank of deposit. 
Judgment was given for plaintiff. 
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The court held that the correspondent 
bank to which commercial paper was sent 
for collection by a bank receiving the 
same from the owner became, in the ab- 


| sence of some agreement, express or to 


be implied from general usage which 
would become a part of the contract, the 
agent of the forwarding bank, and not of 


_ the owner of the paper, so that the for- 
* warding bank was liable to the owner for 
the negligence of the correspondent. 


The court, regarding this matter as an 
open question in Texas, followed the 
decision of the Supreme Court of the 
United States, Exchange National Bank 
v. Third National Bank, 112 U. S. 276, 
which holds that the correspondent bank 
is, under the circumstances stated, the 
agent of the forwarding bank, and that 


_ the forwarding bank is liable for the 


negligence of such correspondent bank. 
The court said: “It is very desirable 
that the decisions of the state courts 


_ should conform to those of the Supreme 
_ Court of the United States in questions 


of commercial law, as otherwise we would 
have the Federal courts and the state 


' courts in the same jurisdiction apply a 


different rule of law to the same state 
of facts, as the case might fall in the one 
court or the other.” Tillman County Bank 
of Granfield, Okla., v. Behringer, 241 
S. W. 1092. 


FALSE FINANCIAL STATEMENT—CoN- 
CEALMENT OF MATERIAL Facts 
ACTIONABLE—M ASSACHUSETTS 


The defendants, manufacturers of 
clothing, were depositors of the Inter- 
national Trust Company, plaintiff, and 
borrowed money from time to time for a 
number of years for use in their business. 


_ The plaintiff, before making loans, re- 


| 


quired of the defendants and they sub- 
mitted each year a statement of their 
financial condition, which supplied the 
necessary information on which the 
plaintiff could determine whether the 
credit solicited could safely be given. 
The defendants, in March, 1916, having 
furnished such statement, received on 
their promissory notes for $2,000 each, 
$20,000, and in 1917, while the notes were 
still unpaid, became bankrupt, and offered 
a composition to their creditors. 

The United States Bankruptcy Act 
provides that “where a bankrupt has ob- 
tained money or property on credit upon 
a materially false statement in writing 
made by him to any person * * * for 
the purpose of obtaining credit from 
such person,” the discharge is not a bar to 
a subsequent suit by the party defrauded 
to recover damages for deceit. The 
plaintiff accordingly sued the manufac- 
turers in tort to recover as damages the 
difference between the dividend received 
and the face of the notes. 

The evidence showed that the financial 
statement, signed by the defendants pur- 
ported on its face to be a copy of “our 
financial condition taken from the in- 
ventory of January 1, 1916,” and among 
other assets showed accounts receivable 
amounting to $58,425.66. There was 
plenary proof that when the statement 
was furnished and accepted the Com- 
mercial Investment Company held a valid 
assignment of the accounts receivable as 
collateral security for money advanced 
on merchandise sold and shipped by the 


defendants to customers on which upon 
receiving duplicate invoices the invest- 
ment company lent them 80 per cent. of 
the amount shown by the invoices for 
which it charged interest at the rate of 
16 per cent. a year. The defendants did 
not at any time disclose to the plaintiff 
the existence of this agreement, and had 
the plaintiff known the truth, the money 
would not have been lent. The plaintiff 
contended that it was not only deceived, 
but acted in reliance on the false state- 
ment. 

The court gave judgment for the de- 
fendant trust company, stating that “the 
concealment of material facts with in- 
tention to mislead and defraud stands no 
better than the affirmation of a material 
misrepresentation.” International Trust 
Co. v. Myers, 135 N. E. 697. 


DEposITSs FOR SAFEKEEPING—DEGREE OF 
Care REQUIRED IN PROTECTING Con- 
TENTS OF SAFE Deposir Box— 
KENTUCKY 


A trust company, in addition to its reg- 
ular banking business, engaged in main- 
taining a vault with compartments, which 
it let out for hire to be used for the 
storage of valuables. One Underhill de- 
posited with the company a wooden box 
of small dimensions, for which the com- 
pany issued a receipt, charging $3 a year 
for storage. The box remained in stor- 
age for three years, when Underhill 
wrote a letter to the company asking it to 
express the box to Mrs. D. A. Kemper, 
919 East Jefferson Avenue, Detroit, Mich. 
Following this written direction, the 
trust company immediately forwarded the 
package by Adams Express, and after 
waiting a reasonable time for delivery it 
was discovered that the package never 
arrived. This action was brought by Un- 
derhill against the trust company to re- 
cover $4,000, the alleged value of the 
package, upon the averment that the 
trust company failed to inform the ex- 
press company of the nature and value 
of the contents of the box and fix a 
value thereon so as to render the express 


company liable ‘for the actual value of 


the goods lost. 

_ The plaintiff insists that it was the 
duty of the trust company to declare to 
the express company the value of the 
package, and to take a receipt showing 
same, and that it was guilty of negligence 
in failing to do so. 

The facts show that the trust company 
was never given any idea of the nature 
or value of the contents of the box, 
which was securely nailed. It later ap- 
pears that the box contained several dia- 
monds, a number of gold bracelets and 
some ancient and highly valuable point 
laces, in addition to a large quantity of 
table silverware. 

At the trial Underhill testified: “I 
didn’t tell them (the trust company) in 
detail the value of the property, as I as- 
sumed that they knew I wouldn’t be pay- 
ing storage on a box unless it did 
contain valuable property.” 

The court held for the trust company, 
saying that “When Underhill wrote the 
trust companay to ship the box by ex- 
press to a named person at a certain 
address, the bailment was ended as soon 
as the company carried out the instruc- 
tions by delivering the box to the express 


company properly marked and addressed, 
as directed in the letter. The contract of 
bailment did not include nor contemplate 
that the trust company should perform 
any service for the plaintiff, except to 
keep and properly deliver, in good con- 
dition, the box at its vault on the 
plaintiff’s order. The company was not 
bound to make shipment of the box even 
on the depositor’s order, but having un- 
dertaken to do so as a mere accommoda- 
tion, it was bound to exercise such care 
as reasonably prudent persons under like 
circumstances and conditions usually em- 
ploy in the performance of such gratu- 
itous services, and no more.” In this case 
the company was held not liable for fail- 
ure to value the box on delivery to the 
carrier as it had no reasonable means of 
ascertaining its value. Underhill v, 
eee States Trust Company, 241 S. W. 


BANKING OFFICER ISSUING BANK’s OpB- 
LIGATION—NEBRASKA 


Where a vice-president and managing 
officer of a bank issues a certificate of 
deposit on the bank upon a numbered 
form in regular use by such bank, payable 
to a person or corporation, or order, and 
delivers it to the payee, to pay a personal 
obligation of the vice-president, the cer- 
tificate of deposit is a liability of the 
bank within the meaning of section 18, 
art. 16, tit. 5, ch. 190, Laws of 1919 of 
Nebraska, which requires that liabilities 
of the bank be reported to the Depart- 
ment of Trade and Commerce, although 
the bank receives no consideration or de- 
posit therefor. 

In a prosecution of a bank officer for 
knowingly omitting an outstanding cer- 
tificate of deposit from the list of liabil- 
ities of such bank in a required report to 
the Department of Trade and Commerce, 
it is no defense that such officer may 
have believed that such certificate of de- 
posit was not a liability against the bank. 
Wentz v. State, 188 N. W. 467. 


BanK May Not Diverr CoLiLATERAL 
From One Nore to Pay ANOTHER 
—MIssouRI 


A note to a bank authorized the bank 
to sell certain collateral held by the bank 
as security, and provided that: “All col- 
lateral held by said bank to secure this 
note may, after the payment of this 
note, be applied as herein provided to the 
payment of any other obligation or in- 
debtedness due by the maker hereof to 
said bank or the holder of this note. The 
surplus, if any, after the payment of this 
note and any other and all indebtedness 
due by the undersigned to said bank, to- 
gether with all costs as above stated, shall 
be paid to the maker of this note. If 
the proceeds of such collection or sale 
shall not be sufficient to pay this note, 
costs and all other indebtedness, the maker 
agrees on demand to make good the 
deficit.” The note was duly paid and 
surrendered, but the bank refused to sur- 
render the collateral on the ground that it 
held another note of the same maker. 

Held, that the bank could not hold the 
collateral, as the provisions in the note 
applied only to a case where the note was 
not paid and the security was sold in 
order to pay it. Garrett v. Bank of Chel- 
sea, 241 S. W. 87. 


HURSDAY afternoon, October 
5, has been designated for the 
meeting of the Trust Company 
Division. 

Although the allotted time is much 
shorter than heretofore, the program 
will contain topics of interest to many 
branches of trust company work. Fol- 
lowing the president's annual address, 
several brief talks will be given upon 
subjects to be announced in a separate 
communication to be sent to members 
early in September. 


Officers and committees will not pre- 
sent written reports, but will be allotted 
five minutes each in order to give a brief 
résumé of the work done during the year 
and to answer any questions which may 
be asked by delegates. These subjects 
will cover a wide range which includes: 
“Business Development,” ‘Cooperation 
with the Legal Profession,” ‘Federal 
Legislation,” “State Legislation,” ‘“Com- 


munity Trusts,” “Staff Relations,” “Fees 
for Trust Service’ and “Research 
Work.” 


Many additional topics have been sub- 
mitted by members. The final selection 
of subjects will be made by the commit- 
tee early in September and will be in- 
cluded in the announcement sent to 
members. 


The Executive Committee of the Divi- 
sion will meet on Monday morning of 
convention week and a separate session, 
possibly on Monday evening at 7.30 P. M., 
will be held for the discussion of “Com- 
munity Trusts.” 

Members desiring to introduce topics 
other than those published on the pro- 
gram should signify their desire to the 
secretary in order that all possible time 
may be allotted. 


Research Work Begun 


The Committee on Research has ad- 
dressed a circular to certain trust com- 
panies in all states asking for information 
which is preliminary to the extensive 
work planned to be done among all mem- 
bers under its direction. An explanatory 


statement, which precedes the seven 
questions asked all members, reads as 
follows: 


“The Executive Committee of the 
Trust Company Division, American 
Bankers Association, has, from time to 
time, during the past few years, discussed 
the advisability of obtaining accurate in- 
formation upon many phases of. trust 
company operation, through which could 
be supplied absolute knowledge of 
methods, practices and principles to all 
of the units of the division. 

“With this in view an address was in- 
vited and delivered at the Los Angeles 


Convention Program 


convention in October, 1921, upon the 
subject of “Facts and Figures We Need.” 
It was reported in full in the November, 
1921, issue of the JoURNAL. 


“At the May, 1922, meeting of the Ex- 
ecutive Committee, a Committee on Re- 
search was authorized and formed for 
the purpose of beginning the work as set 
forth in the Los Angeles address. 


“In order to present a preliminary re- 
port to the Executive Committee and 
Division at the October convention, a 
few leading trust company officials are 
invited and urged to reply to the follow- 
ing questions.” 


Staff Relations 


The digest of nearly 750 replies re- 
ceived from the questionnaire issued by 
the Committee on Staff Relations, which 
was published in the July JourRNAL, was 
reprinted in separate form and sent to 
all trust companies answering the ques- 
tions. Copies will be supplied to any 
other members desiring to study this in- 
teresting, and in many respects, surprising 
report. The following are a few of the 
many comments contained in letters re- 
ceived from members: 


“There is no question in the world but 
that service is the most important item 
in building up the business of the trust 
company and likewise that the officers 
and employees of the company can con- 
tribute at least as much to this as any 
other one cause.” 


“Digest of your recent investigation 
regarding Staff Relations is very inter- 
esting and should provide a foundation 
for the development of greater efficiency 
through the education and cooperation of 
employees.” 

“We have read the article with much 
interest, and, we believe, with consider- 
able benefit. It impresses us as a very 
important feature of banking and we be- 
lieve that the personal element in banking 
service is becoming more necessary every 
day.” 

“You have made a very enlightening re- 
port and it should prove a benefit to 
every bank in the United States.” 

“The information reflected by these 
questionnaires in this summary is most 
interesting and undoubtedly will result in 
giving all of us an impetus to improve 
conditions in our own institutions. It is 
to be hoped that some hot spark like this 
may be radiated occasionally, that we may 
be awakened from our slumbers to realize 
the significance of the problems that are 
before us.” 


In summarizing the replies, the country 
was divided into six sections, as follows: 
Northeastern | Section — Connecticut, 
Delaware, District of Columbia, Maine, 
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Maryland, Massachusetts, New Hamp- 
shire, New Jersey, New York, Ohio, 
Pennsylvania, Rhode Island, Vermont. 


Southeastern Section—Alabama, Flor- | 


ida, Georgia, Kentucky, North Carolina, 
South Carolina, Tennessee, 
West Virginia. 


Northern Central Section—Illinois, In- | 


diana, Iowa, Michigan, Minnesota, Ne- 
braska, North Dakota, South Dakota, 
Wisconsin. 


Southern Central Section—Arkansas, 


Kansas, Louisiana, Mississippi, Missouri, 


Oklahoma, Texas. 


Northwestern Section—Idaho, Oregon, 


Montana, Washington, Wyoming. 


Southwestern Section—Arizona, Cali- | 


fornia, Colorado, Nevada, New Mexico, 
Utah. 


The material for each section was kept | 


separate and members interested in se- 


curing the summary covering their own | 


section of the country may obtain a copy | 
upon addressing L. A. Mershon, Secral | 
tary, Committee on Staff Relations, 5 
Nassau Street, New York City. 


Publicity Committee Meets 


On August 11 the Committee on Pub- 
licity of the Trust Company Division met 
in New York City with all members in 
attendance. The National Publicity Cam- 


paign, which is being conducted under the | 


auspices of the committee, was discussed 
in detail and preliminary plans prepared 
for the 1923 campaign. 


Letters and reports from all parts of 


the country commending this movement 
clearly indicate that new business se- 
cured and written which has resulted 
from this campaign is far greater than 
was anticipated. Separate communica- 
tions upon this subject will be sent to 
members within the next few weeks. 


Bank Broadcasts 


The Union Trust Company of Cleve- 
land has installed a radio broadcasting 
station (WJAX) with a range of over 
500 miles, from which financial and other 
news is to be broadcasted four times a 
day. “I really feel,” says A. E. Scoville, 


vice-president of the trust company, “that - 


our broadcasting in its importance is 


second only to the introduction of rural | 


free delivery for the farmer, and I make 
that statement advisedly, because through 
it we will place the farmer in the posi- 
tion of a man with a private bond ticker 
in his office.” 


Virginia, | 
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FULTON NATIONAL BANK 
ATLANTA, GA. 


Buff unglazed Terra Cotta 
R. S. PRINGLE, Architect 
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NO CORNER location is NEEDED to make 


ths BANK DOMINATE 


“ES located on an inside lot the Fulton 
National Bank stands out dominantly and 
impressively — the embodiment of stability and 
integrity. Itis a building that depositors enter with 
confidence. 


No corner location is needed to win it attention. - 


Compelling distinction is obtained by the dignified 
Terra Cotta facade with its rich buff color—simplic- 
ity of line—artistic ornament. The beautiful, modelled 
medallions of Robert Fulton and the Clermont, and 
the American eagles under the cornices—these are 
excellent examples of Terra Cotta’s great plasticity. 

But this building offers only one instance of Terra 
Cotta’s suitability to the architectural requirements 


Permanent 


Beautiful 


When writing to advertisers please mention the “‘Journal of the American Bankers Association.” 


of banking structures. For whether a building is to 
be simple and dignified or massive and elaborate, 
Terra Cotta can be used with equal adaptability— 
and at far less cost than any comparable material. 

Terra Cotta is permanent and thoroughly fire-resis- 
tant. Weather and time have no effect on its finish, 
texture or color. When dirt and grime accumulate 
and dim its beauty,a simple washing with soap and 
water makes Terra Cotta spotlessly clean and fresh 
—its original color and attractiveness restored. 

We can furnish you with valuable information 
concerning the use of Terra Cotta in Bank build- 
ings. Just address National Terra Cotta Society, 
19 West 44th Street, New York, N. Y. 


Profitable 
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Idiosynerasies of Will-Makers 


By HARLEY F. DROLLINGER 


Manager New Business Department, The Fidelity Trust Company of Buffalo 


ne ON’T come into my office with 
D a dripping umbrella on a rainy 
day like this and expect to talk 
wills with me. Why, man, I 
can see my grave yawning at me.” This 
remark was addressed to one of the rep- 
resentatives of a large New York trust 
company three years ago and is typical 
of the numerous exhibitions of human 
temperament displayed in the considera- 
tion of a last will and testament. 

Certain individuals, men and women 
alike, become absolutely panic stricken 
when discussing wills or any other sub- 
ject that suggests death. This appre- 
hension is developed to an unusual de- 
gree in some and but slightly in others. 
The man above referred to finally made 
his will, but only after the representative 
had persistently followed him for months, 
synchronizing his calls thereafter with 
the appearance of bright, sunshiny days. 
He never made another call on a rainy 
day. 

If the type were rare it could be dis- 
regarded by the New Business Depart- 
ment, but there are many of this type; 
in fact, so many that one must make a 
special effort to reach them through 
some agency that will not shock them 
by the directness of its appeal. Such a 
type must be reached by the indirect or 
historical method, 7. e., by quoting the 
experience of another. For example, 
“Henry Jones (which, of course, is a 
mythical name) neglected to make a will 
and after his death Mr. Jones’ family 
became engaged in a violent controversy 
which ultimately led to a most regrettable 
rupture of family relations. This is the 
last thing Mr. Jones would have wished, 
but he allowed the welfare and best in- 
terests. of his family to be jeopardized 
by his aversion to thoughts of death. 
Thus the accumulation of a lifetime ab- 
solutely failed of its purpose through the 
utter lack of a plan for its judicious divi- 
sion and application.” Tell him what 
some other man has done or failed to do 
simply as a matter of history rather than 
as a parallel to his own case. Let him 
observe the lesson, but do not refer to it 
as such. The greatest lessons in the 
world have been taught by parables. 

After a systematic campaign of a year 
or so in which the subject has been 
treated historically the prospect should 
have outgrown his antipathy somewhat 
and should be ready to consider one of 
the most important steps toward the fu- 
ture welfare of his family. 

The indifferent man would lead you to 
believe that he has no interest in his 
family after his final departure. This 
pose is usually a cloak to cover some 
condition or situation in his life that has 
caused him grief, anxiety or mental dis- 
tress. It, therefore, becomes necessary 
to discover, if possible and consistent, the 
cause of such an attitude. When the case 
is diagnosed the application of a proper 
remedy is comparatively easy. 


From the fact that an attitude of in- 
difference may be the result of innumer- 
able circumstances it is necessary to take 


into account as many hypothetical cases ~ 


as possible and weave a story about each. 
Among those with which I have come 
into contact the following may serve as 
examples: The death of a favorite child 
has been the cause of several cases of 
indifference and apparent loss of interest 
in life, likewise the dissipation of an only 
son, extravagance of a wife or children, 
incompatibility of husband and wife, lack 
of appreciation on the family’s part, fail- 
ure of the will of a close friend or rela- 
tive, etc. The appeal in each of the cases 
reviewed may be either historical, direct, 
or a combination of the two, depending, 
of course, upon other characteristics of 
the individual concerned. 

Occasionally a man hesitates to make 
a will because he has a secretive nature 
and is unwilling that others be informed 
of his personal affairs. It should be ex- 
plained to this class of individuals that 
their financial affairs, at least, may be- 
come public property after death, regard- 
less of whether or not wills have been 
made, since an administrator as well as 
an executor must file a complete account- 
ing of the affairs of an estate where it 
may be seen by anyone. 

Being convinced of this fact the pros- 
pect will take action only if thoroughly 
assured that his personal affairs will be 
held absolutely confidential during his 
life. This is a point that is frequently 
overlooked by trust companies. Abso- 
lute confidence should be practiced in 
fact and spirit, as well as in letter, in all 
matters of a trust nature, for in no other 
department of the trust company is the 
exercise of discretion so important. 

Suspicion is a marked characteristic in 
many individuals, and is usually allied 
with selfishness. One will do well to 
look for one of these traits wherever the 
other is manifested, since the most ef- 
fective appeal to the selfish man is that 
which favorably affects his selfish in- 
terests. 

The direct appeal to the suspicious 
man is far more effective than the his- 
torical, since he is interested in matters 
that concern himself, not others. Show 
him where he and his family will profit. 

Failure to make wills may, in many 
cases, be charged directly to lack of in- 
formation. Some believe that their wives 
will be able to step automatically into 
their shoes and take up affairs where 
they left off. They do not realize that a 
code of laws has been designed to make 
a division of their property because they 
failed to make a will that would provide 
for its proper distribution. The law is a 
poor substitute for a father’s intimate 
knowledge of the frailties of his family. 

Trust companies are somewhat to 
blame for this lack of information be- 
cause much of their literature has been 


written in a professional style. 


elementary manner, free from technical 
terms and phrases commonly used by 
trust company officials. 


There are those who are well informed | 


but who lack a well-defined plan for the 
most effective distribution of their estates. 


| 


September, 1922 


The mes- | 
sages have tailed of their purpose be-_ 
cause the facts were not set forth in an | 


Usually these men welcome any sugges- | 


tion that may assist them in the solution 


of their problems. The historical method | . 


is of particular value to such individuals. 
They like to have before them plans used 


by others from which they may select | 


parts or pieces that suit their particular 
cases. With these fragments they are 
able to make patch quilts that will fulfill 
their respective requirements, and at the 
same time feel that they are not demand- 
ing more than other normal individuals 
desire. 
of the various members of their families 
sometimes hesitate to place property in 
trust for the best interests of their wives 


or children. They are reluctant to take — 


unusual steps for the protection of their 


families, but are perfectly willing to fol- _ 


low the procedure adopted by others. It 
seems to act as a sedative to the con- 
science. Bearing in mind the remarks 


OE —— == 


Men who are most considerate | 


heretofore mentioned concerning the vio- | 
lation of confidence in the trust depart- | 


ment, it can be readily understood that 
no specific names may be mentioned in 


reviewing historical plans used by other | 


men in disposing of their estates. 


Finally (and this is not at all a rare | 
case), we meet the man who has no mis- 


givings; who is neither indifferent, secre- 


tive nor suspicious; who is well informed | 


and has a definite plan for disposing of 
his affairs; but he procrastinates. He 
knows he ought to make a will, intends 


to make a will, but he doesn’t. Procrasti- | 


nation is the bane of a solicitor’s very 


existence. Unfortunately there is no 
panacea for this malady. The patient 
must be coaxed, persuaded, cajoled. 


shamed, wheedled, threatened and driven | 
to perform a duty he had expected to | 


do all the while. 


The most hackneyed | 


excuse offered is that one hasn’t had time | 


to see his attorney. To answer this argu- | 


ment several leading trust companies 


have devised a form on which complete | 
information regarding his wishes may be | 
When com-— 


noted by the will-maker. 


pleted he is ready to call on his attorney _ 


with all the information he requires and | 


from which a complete will may be 
drawn. It requires about five minutes 
to answer all questions on the form if 


the will is to be simple, and not more. 


than twenty minutes if the will contains — 


trust provisions. This has been a very 
successful instrument in combating pro- 
crastination, but is by no means a cure- 
all. If this fails other remedies must be 
applied and the intensity of treatment 
usually varies with each individual. 
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Reopening of a Small Town’s Closed Bank 


MONG the problems of the 
A small town banker perhaps 
none is more perplexing than 
reopening the bank after it has been 
closed. On January 6, 1922, our 
little bank closed its doors, the old 
cashier found a position in another 
bank. The problem of finding a 
man to take charge of the affairs of 
a closed bank, with no hope in view 
of reopening, faced the newly 
elected board of directors, who, in- 
cidentally, were principally farm- 
ers and knew very little of the real 
principles of banking. 

Though I had no banking ex- 
perience whatever, I accepted the 
position of cashier because it 
seemed to be a civic duty for some- 
one to reopen the bank. 

When I reported for duty, Febru- 
ary 1, there was $75,000 which was 
more than six months past due and 
apparently there was nothing in 
sight to pay these notes. 

The capital stock of the bank had 
been impaired 65 per cent. on par, 
and this money had to be raised by 
these small farmers in less than 
twenty days—$6,500 from people 
who had no money. This task 
seemed to be the biggest, so we 
began to work to raise this sum. 

In spare time I worked on re- 
newing paper, but my job was to 
sell or collect $6,500 from our stock- 
holders. There were a few who 
were willing to pay, but some re- 
fused flatly to pay or even to co- 


By C. W. TATUM 


Cashier Bank of Simsboro, Simsboro, La. 


dition, therefore if we borrowed 
money from them we would have to 
pay them for their kindness to us. 
This we did—once only. 

After it became apparent that we 
were going to be able to reopen an- 
other problem came up. How were 
we going to hold our old deposits? 
This we did very nicely, by getting 


the people to realize how much they 
needed this bank, and then showing 
the people how important it was to 
keep their deposits with us. Two 
depositors withdrew when we re- 
opened, but the others have stuck 
to us. Our deposits are slightly 
less now than they were when we 
closed, and our condition is better. 


A Commercial Bank 


Performing every function 


of a bank. 


Sound and dependable in 
the old days— | 
Sound and dependable now. 


operate with us in raising the 
money. After a short time all that 
were going to pay had paid, and 
there was a balance of $1,365 which 
had to be raised. This had to come 
from outside; but who wanted to 
invest in an institution which was 
almost in bankruptcy? Two days 
before our time expired we raised 
this money. 

Some of the banks we had been 
corresponding with for a number 
of years stood by us; others turned 
their backs on us. For instance, 
one of them had about $33,000 
worth of paper belonging to this 
bank, as security on a balance on a 
note amounting to about $10,000. 
This bank would not turn it over to 
us until we paid off. Another bank 
told us that we did not think of 
them when we were in a good con- 


Seeking New Business On 
Our Record 
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BANK 


OF NEW YORK 


Founded 1824 


BROADWAY AND CHAMBERS, FACING CITY HALL 
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Where books are kept by PEN, 
there you will find 
business “under a shadow” 


HE Shadow of the Pen darkens 

the desks of the Officers. It falls 
across the work of the tellers, the 
clerks, the bookkeepers. It obscures 
ledgers, statements, records—every- 
where, it slows up work and causes 
errors. 


And the Shadow—the cause of 
waste, uncertainty and delay— must 
remain over banking until anti- 
quated accounting methods are 
banishedand books kept by machine. 


What the 
Underwood Bookkeeping Machine 
is doing for Banking 


The Underwood Bookkeeping 
Machine stands in the same relation 
to accounting as the Underwood 
Typewriter to hand-written business 
correspondence. It modernizes. It 
standardizes. It cuts costs. 


It is axiomatic that the enlightened 
management of both the deposi- 


Narvuratty. the 
Underwood Bookkeep- 
ing Machine has the 
Underwoodcharacter- 
istics Of speed, accur- 
acy and dependability. 


An Underwood repre- 
sentative, trainedin the 
solution of bank ac- 
counting problems, 
will be glad to give full 
details. 


tors’ and the bank’s interests de- 
pends on accurate, up-to-the-minute 
figures. 


The Underwood Bookkeeping 
Machine makes available such 
figures with a rapidity and certainty 
impossible where the books are 
kept by PEN. 


Underwood-kept books 
keep pace with the business 


All items are entered almost as soon 
as received. Each day’s accounting 
is completed at the end of that day. 
Overtime is eliminated. Statements 
are mailed the last day of the month. 
The books are kept in perpetual 
balance. 


When consulted they give depend- 
able facts as they are, not treacher- 
ous facts as they were. 


UNDERWOOD TYPEWRITER Co., INC. 
Underwood Building, New York City 


Branches in all leading cities 


Book Feeping MACHINE 


Convention Plans 


CTOBER 3 will be the date of the 
() largest gathering of savings bank- 

ers which has ever been held. 

That is the date and the City of 
New York the place of the annual meet- 
ing of our Savings Bank Division. 

A notable address on the responsibili- 
ties and ideals of professional savings 
bankers to be delivered by a man of 
national prominence is assured, the name 
to be announced through the press about 
the time that this item is read. ; 

A series of concise addresses under the 
general topic, “How Banks Promote 
Thrift and Saving,” will be presented by 
experienced speakers from all parts of 
the country dealing respectively with 
juvenile work, school savings banking, 
industrial savings banking, savings bank 
advertising and the like. 

The session will open with the presi- 
dential address by Raymond R. Frazier, 
who will deal constructively with some 
of the larger problems which now con- 
front both the mutual and the capital 
stock savings bankers. 

The session will conclude with the 
business meeting, including adoption of 
resolutions and election of officers. 

On the forenoon of the same day will 
occur the opening session of the main 
convention. 

Another feature on which definite an- 
nouncement cannot be made at_ this 
writing, but upon which advance informa- 
tion will be furnished to all savings 
bankers who apply, is the program of 
special conferences and luncheons with 
which savings bankers are familiar, in- 
cluding the Division’s reunion luncheon 
on October 2. 

Hotel reservations should be made at 
once. Full information on the business 
and social features of the convention will 
be sent upon request. 


School Savings Report 


The splendid results of the school sav- 
ings banking movement are shown by the 
honor roll presented herewith. It in- 
cludes all cities which report to this 
Division an active participation by at 
least 75 per cent. of the pupils in the 
buildings or grades where the system is 
in operation. It appears that this per- 
centage of participation is the minimum 
of efficiency and we have reason to believe 
that the publication of this list will lead 
to examination of the defects of method 
or management in other systems. 

Also, there appears to be but one city 
on this honor roll which fails to operate 
effectively in the lower grades. In prac- 
tically all cases the data includes opera- 
tions in the high school. 

In addition to the data included in our 
previous honor roll, we show the amount 
of total collections and also the gross 
and net averages of individual deposits 


SAVINGS BANK DIVISION 


Honor Roll 


School Savings Banking Projects—1921-1922 


CLrass A—ENROLLMENT OVER 10,000 


Total Number of 


Per Cent. Enrollment Pupils Total 

Partici- in Schools Partic- Amount 
Rank City and State pating Operating ipating Collected 
l) Lowsville eK y.23 see 98 yA RY, 2252 $76,236.57 
2 New Britain, Conn...... 93 11,408 10,682 31,555.02 
oi RochestermsN en ieee *93 *22,000 *20,460 56,988.31 
4 Duluth Minne 90 17,061 15,408 79,503.37 
5) WilkessBarre™ Pasa 88 18,834 15,602 117,690.81 
6 Minneapolis, Minn....... 85 55,246 47,248 121,014.33 
7 Memphis, Tenn.......... 85 23,500 19,992 70,654.16 
8 Terre Haute, Ind:....2.. 85 12,310 10,464 40,625.07 
Oe Pittsbirch Pare 84 85,099 71,657 462,002.60 
10 Youngstown, Ohio....... 81 21,629 17,653 104,081.70 
ITA Krone Ohio eee 81 30,717 25,000 80,862.75 
12> Evansvilles Ind yea 80 10,044 8.036 44,972.05 
13.) Peoriajgelllfe...e eee 79 12,861 10,145 51,604.63 
14, Scranton #Pa.-. eee 77 21,478 16,701 102,623.42 
15, Springfield’ Tiz.325.0-4 76 10,088 7,75) 14,646.97 
16 Dayton; ?Ohio. “2s 75 23,387 17,492 81,603.54 
17 New Orleans, La....:... 75 38,264 28,529 56,187.09 

*Does not operate below Grade 4. 
Crass B—ENnroL_itMENT 5000 to 10,000. 
I Racine aise... 95 8,512 8,151 31,106.78 
Ze MeridenteGonn.. camer. 91 5,143 4,712 28,713.13 
Saeacksonam lich: eee oe 87 7,017 6,126 28,253.65 
4 Huntington, W. Va..... 80 8,626 6,956 37,549.19 
5» Covington, Ky. {eee 78 5,274 4,110 15,259.01 
On Bay Gityaa Mich. seeeeeen 78 5,916 4,690 15,439.72 
/ ~~ Superioge Wis. eee 77 9,093 7,000 17,440.00 
8° Dubuquetilas. ts. see 7 6,286 4,728 11,423.81 
Ciass C—EnroLti~MENT 2000 to 5000. 
1) Morristown) Noo) eens Zo0D 2,342 12,126.18 
Z. Cannonspune) Pare eee 98 2,884 2,849 16,097.04 
On Beloit vasen) an ene 98 4,507 4,442 13,061.93 
4 Cuyahoga Falls, Ohio.... 97 PAs 2,509 11,399.84 
perAlamedamCalit <.-enneae 97 4,729 4,600 40,665.00 
6 Belle Vernon, Pa........ 97 2,336 2,264 4,977.31 
7 Martin’s Ferry, Ohio.... 95 2,800 2,660 12,780.03 
Sa NewatkmOhio sae eee 92 4,749 4,396 24,490.00 
9 Mechanicville, N. Y..... 92 2,211 2,041 7,133.19 
LO pe Alton alll cece eee 89 4,479 4,000 19,087.42 
Li Hannibal aeons eee 89 3,591 3,184 4,124.56 
12 Brackyilleee Pa. eee 87 2,723 2,396 14,146.61 
13°) Perkins Mich see 87 2,659 2,305 5,362.80 
h4sePekin i alla, eee eee 87 2,659 Bee 5,151.93 
15 eAurorve lis... .2 eee 86 4,502 3,899 4,601.74 
16,°Montclairg N. [eeseeeee: 86 4,007 3,467 7,234.32 
lan Lrontons Ohio eee 85 2,855 2,437 3,667.07 
lS itn Obiow .. ene 85 2,000 1,700 4,933.59 
19 New Albany, Ind........ 84 2,787 2,362 5,471.06 
20m Ansonia Gonna 83 2,798 2,462 13,384.86 
Zi Biloxi es Miss... a eee 83 2,032 1,691 2,841.90 
22 eAnibridce = Pa. 82 3,188 2,626 12,254.58 
23) Daquesne, Pa... eee 82 3,449 2,851 13,959.81 
24. Kingston; Pa. . aes 82 3,505 2,879 10,890.84 
25 Sault Ste. Marie, Mich.. 81 2,170 1,772 3,283.47 
26° Mattoon? III: . 2a ee 80 2,582 2,300 7,312.04 
27 Middletown, Ohio....... 80 4,336 3,493 23,341.60 
28 Poughkeepsie, N. Y...... 79 4,156 3,322 15,254.72 
20 me Salisbury. No Case 79 2,799 2,225 1,935.00 
30% Fulton: ‘Ky.)... eee 78 2475 1,700 1,320.93 
3lge Oneontay Nie Vie ee 78 2,206 1,724 12,296.89 
32) ebanon, Passe ae 77 3,058 2300 9,729.99 
33 Connellsville, Pa........ 76 2,836 2,178 12,404.03 
34. Feéeport) Illi sige ee 76 3,216 2,452 14,338.94 
$9 sHudson;. NY 2 5 75 2,287 1/13 6,720.35 
162 


eabiaatins 


Average 


Individual 
Deposit 
Gross Net | 
$2.79 $1.07 
295 286 | 
2.78 Tee. 
515 a 
7.54 2.32 
2.56 1.24 
3.54 1.89 
3.88 1:35 
6.45 4.89 
5.89 2.20 
3.23 2.05 
5.59 5.09 
5.08 3.86 
6.14 1:32 
1.89 1.81 
465 220 
1.96 ae 
3.81 2.97 
6.09 4.84 
461 4255- 
5.39 3.61 
3.71 1.43 
3.29 A2 
2.49 2.03 
2.40 2.18 
5.17 4.82 
5.65 4.53 
2.94 2.70 
4.53 3.74 
8.84 6.55 
2.19 1.47 
4.80 3.97 
ay 4.60 
3.50 3.12 
4.77 3.54 
1.29 1.24 
5.99 401 
2.30 2.02 
ZeM 2.05 | 
1.18 1.17 
2.08 56 
1.50 1.00 
2.90 2.12 
Zo ? 
5.43 ? 
1.67, [ae 
4.92 2.37 
4.89 3.93 
Bei 2.80 
1.85 1.01 
3.20 2.42 
6.67 5.04 
4.59 ? 
87 85 
78 ? 
713 5.80 
4.13 1.61 
5.68 1.29 
5.44 3a 
3.93 ? 


— oe 
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WELCOMED—ENDORSED—PATRONIZED 


_*f . ae Wen BECAUSE: 


IS APPLIED TO THE WHOLE COMMUNITY 
IS AN EVERY DAY OPPORTUNITY TO SAVE 
DOES NOT CHANGE BANK ROUTINE 
DOES NOT CHANGE SCHOOL ROUTINE 


WELCOMED BY LEADING EDUCATORS 
ENDORSED BY WELFARE WORKERS 
PATRONIZED BY YOUTHS AND ADULTS 


BRINGS SAVERS INTO THE BANK 
MAKES THE DOLLAR POSSIBLE 
MAKES ACCOUNTS STAY ACTIVE 


The Children Learn To Do—By Doing IT IS THE 


AUTOMATIC RECEIVING TELLER 


PLACEDINSCHOOLS, FACTORIES, (ummm 
STORES, RESTAURANTS, CAR ee were-ien 
BARNS, OFFICE BUILDINGS,  -_ 
LIBRARIES, Y.M.C.A.’S, Y.W.C.A.’S, 
TAXI STATIONS, HOTELS, BANK 
LOBBIES, FREIGHT HOUSES, 
BOYS’ CLUBS AND COMMUNITY 
HOUSES. IT MAKES YOUR BANK 
THE MOST ACCESSIBLE TO THE 
WHOLE COMMUNITY. 


\ 


BY GETTING THE SMALL COINS 

THAT ARE NEVER MISSED YOUR 

_ BANK OBTAINS THE SAVINGS 

ACCOUNTS YOU HAVE BEEN 
MISSING. 


A Saving Employee is a Better Workman 


VISIT OUR PERMANENT EXHIBIT, AT 62 CEDAR STREET, NEW YORK 
WHEN AT THE A. B. A. CONVENTION 


American Banking Machine Corporation 


. ° ° Executive Offices 
400 Michigan Avenue, Chicago ; Sasinawss Mich: 


A Real Pleasure to Serve You 


—meme remem seme sm eee 


: AMERICAN BANKING MACHINE CORPORATION, 400 North Michigan Ave., Chicago 
Please send us more information about Automatic Receiving Tellers and explain how we could apply their use in our community. 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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Ciass D—Enro_ttMENT Unpber 2000. 


Total Number of Average 

Per Cent. Enrollment Pupils Total Individual 

Partici- in Schools Partic- Amount Deposit 
Rank City and State pating Operating ipating Collected Gross Net 
i) Jamaica, Plains Masses smoy 225 223 2,495.68 2.04 1.98 
2 Marine City, Mich....... 99 372 370 1,780.94 5.08 4.07 
3 Wioodriver,. Ll brme eter 98 979 964 4,298.19 4.45 3.83 
4] Albion Miche eee sree 97 1,110 1,086 4,103.90 1.81 1.08 
ors Goraopolisamieanen er eee 95 1,602 IBS Sz 6,362.41 4.15 1.86 
6 Wansted, sGonna essere 95 327 Sul 1,140.06 3.68 58 
7 Dixon, ee eee 94 1,795 1,600 5 Soleo 3.64 2.65 
&: “Athens, Pays ccs tee 93 822 769 2,943.78 3.83 275 
OP RuthertordaNee erecta 2 1,437 1,334 2,679.90 1.93 1.87 
10 S. Milwaukee, Wis...... 91 IL Geil 1,219 1,419.60 1.16 1.14 
Li? ‘Cleartteldt*Pa ae oem 90) 1,403 1,320 18,318.65 13.87 9.42 
12 = Seymour, Connteseeake 89 1,118 995 1,316.41 1.32 1.19 
13 Mi Sterline= Ohtoneeeae 89 ahilZ 284 727.11 2.56 1.59 
14 Follansbee, W. Vai 89 1,044 930 2,500.00 2.58 2.41 
15 Atlanta, Ga ope 88 1,326 1,176 4,000.00 3.40 ae 
G9 ON. Blaintields Nei 88 1,423 1,260 2,180.44 1.73 1.62 
17 Warwood, W. Va....... 86 767 660 4,170.09 6.32 5.06 
[So Mt Oy. Pareeeecerte 86 454 393 832.26 faeital 1.80 
195 Voronto; Ohtossseeeeee 85 811 697 2,007.08 2.87 25 
Z05 ¢Sterling-ell lee eee 85 EWS 1,338 3,368.67 2k 1.77 
21 McMechen, W. Va....... 84 721 612 3,378.57 5552 4.31 
22) Schuyildll) Havens Laas 1,028 870 5,083.74 5.84 3.08 
250 Ports es visi Nea eee 83 1,772 1,485 14,872.65 10.01 737 
24. sMcDonaldaeitare-c mete 83 1,696 1,419 9,653.54 6.09 3.94 
25 White Bear Lake, Minn. 83 1,180 984 246.26 o29 03 

26 So. Charleston, W. Va.. 82 833 683 32/5 48 ? 
27 Sistersville, W. Va..... 82 1,090 900 3,166.02 3.01 2.81 
Zoe Varshtieldss\Wits eee 82 1,909 1,556 ’ 1,173.00 Us 74 
29 eeStroudsbunc wea seer 81 1,119 905 2,798.43 3.09 2.42 
50M Mogan) Ohiosn a en oe 81 1,545 1,250 1,194.78 95 83 
Sh Sis Whee, Wh Welpscaco. SU 735 593 1,649.71 2.78 1.37 

OZ mer CSSUD aya eras are 80 846 682 2,651.02 3.88 ? 
Soe Manton gelOowaees eerie 80 975 784 2,832.17 3.61 3.30 
S4eStrutherse © hiome eae 80 1,483 1,187 4,522.07 3.80 2.14 
35) (Carneniews aa aoe 80 1,560 1,250 12,848.57 10.27 793 
SOME DD CLONE Vil Seer 79 1,673 1,328 2,058.51 55 1.50 
37 New Martinsville, W. Va. 79 860 680 3,730.13 5.48 Stoo 
oe ersenyy, Wile 5 ho aons000c 78 1,009 790 3,915.12 4.96 Poh 
SO MSW avery INGiva es erase 78 1,050 820 4,125.77 5.03 4.10 
40 N tlestalVinchiaeeeeeier ee 78 1,783 1,395 2,832.07 2.03 fA 
Al Ramseyon Nog ncaa. 1 1,280 965 1,831.34 1.89 1.78 
AZeeRogalusay lanes 75 466 353 1,203.84 3.41 1.95 

Monthly Tendency in Savings Deposits 
Compiled by Federal Reserve Board 

Saving Deposit Per Cent Savings Per Cent. 
No. of Aug. 1, 1922 July 1, 1922 Increase Deposits Increase 
Federal Banks Over Last Aug. 1, 1921 Over Last 

District Reporting Millions Millions Month Millions Year 
NOs 64 $1,102 $1,097 BOS $1,066 . 06 
2 30 1,728 1,738 — .06 1,659 4.2 
3 80 423 424 — .02 412 2.6 
4 18 OMT 381 aes iC) 384 = 1 of 
5 93 269 276 hh 244 10.0 
6 78 146 147 — 07 140 . 04 
7 219 776 784 — 1.1 786 ee 
8 S18) 114 115 — .08 104 9.6 
9 ibs) 79 78 12 76 Sots 
10 62 86 86 0 81 6.2 
Nil 1 io} 69 70 —= 0 62 i) 
eZ, 75 766 Tigh — 308 714 Thy 
TOTALS 884 5,942 5,974 = 205 5,734 Bees 


per participant. These averages are sig- 
nificant. 

The averages per enrolled pupil which 
appear in the complete table are not 
deemed of sufficient importance to be 
given for these more efficient systems, al- 
though bankers will deem them worthy 
of study when noting the amounts re- 
ceived in other places. 


The number of cities reporting for the 
last school year is 363, as compared with 
175 for the previous school year. Prac- 
tically all of this increase in number of 
reporting systems is due to new installa- 
tions at various dates during the school 
year, and therefore a further substantial 
increase in the grand total of collections 
may be expected next year, even though 


Savings Bank Division’s 


Monthly Business Text 


VII. Larger use of savings de- 
posits by banks for direct benefit 
of savings depositors both in- 
dividually and as a class. 

Aim: To assure the full bene- 
fits of sound savings banking to 
all savers, thus building a shield 
against imitators and detractors. 

Plan: Allow priority to savings | 
depositors for loans from say- 
ings deposits, security therefor 
being within the restrictive laws 
Gif any) and sound banking. 

Steps: Home-ownership being 
the worthy goal of an army of 
savers and being a medium of ap- 
peal now used to disparage the 
value of savings banks, it is urged 
by President Frazier and others 
of this Division that all savings 
banks give mortgage loans first 
place in their list of investments. 
A general adoption of such a pol- 
icy will protect the public against 
unstable methods and also against 
the establishment of another tax- 
fed mortgage loan institution for 
which the propaganda continues. 
Having duly organized the func- 
tions of the bank or its subsidiary 
company, 

First—Protect the bank by as- 
suring capable management and 
reasonable appraisals. 

Second—Require expert advice 
from most influential and capable © 
local realtors by retaining their 
services or requiring applicants 
to present their expert appraisals 
either individually or jointly. At- 
tention to this detail is of. the 
utmost importance. 

Third—Insist upon systematic 
but fair amortization of loans, 
ordinarily by a payment on prin- 
cipal at interest dates. It not 
only improves personal finance, 
but is sound banking policy and 
increases the amount of loanable 
funds. 

We make this suggestion in all 
seriousness and with all earnest- 
ness, believing that we indicate a 
duty which rests upon all savings 
banks and savings departments in 
the interest of sound banking, 
and upon every savings banker in — 
the interest of good citizenship. 


there be no substantial change in the 
averages per pupil. 

We urge that every city and town which 
does not appear upon this honor roll shall 
ask, “Why cannot we be as efficient as 
others in the handling of this educational 
project, which is second to none in im- 
portance and is not to be operated pri- 
marily as a means for increasing bank 
deposits ?” 

The usual report on all systems has 
become too large for publication in this 
periodical and it may be published as a 
separate bulletin to be had upon applica- 
tion to the Division. 


September, 1922 
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Helping Europe 


Helping Europe, in the opinion 
of Percy H. Johnston, president of 
the Chemical National Bank, who 


_has recently returned from Europe, 


‘ 


where he visited eleven countries, 
studying economic and_ financial 
conditions, should be a profitable 
investment. 

“Tt is essential and proper,” says 
Mr. Johnston, “for America to take 
cognizance of this situation and for 
us to ask ourselves the question— 
is it worth while for us to take 
part in a world rehabilitation—to 
take part not from an altruistic im- 
pulse, but from a hard-headed and, 
if you like, from a dollars and cents 
viewpoint ? 

“If patriotic idealism does not 
move us to some kind of construc- 
tive program, then enlightened self- 
interest will drive us to it. The 
settlement has to do with business 
rather than politics. Our best in- 
formed business men should be 
delegated to the task and clothed 
with all necessary powers. Con- 
gress should in this instance dele- 
gate these powers to the men best 
qualified to exercise them and to 
men unhampered by reason of 
political affiliations. The day of 
settlement is inexorable, a prompt 
adjustment is essential, and the 
sooner made the better. The world 
will continue in turmoil and uncer- 
tainty so long as we drift as at 
present. I believe that through 
some processes we in America can 
hasten the reestablishment of inter- 
national commercial equilibrium.” 


Bank Advertisements 


Do you need help in preparing 
your bank’s advertising? The pam- 


- phlet of bank advertisements issued 


by the Public Relations Commis- 
sion of the American Bankers As- 
sociation, embodying copy prepared 
by experts in forms applicable to 
local publicity campaigns, may go 
far toward solving your problem. 

_ The production of good advertis- 
ing requires especially trained talent 
and many concerns pay big prices 
to obtain the services of experts in 
preparing their advertising copy. 
This pamphlet gives you without 
cost the benefit of the work of sev- 
eral experts ; and that it has proved 
of practical service to banks that 
have availed themselves of it is 
shown by the following typical ex- 
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National Bank of Commerce 
in New York 


Established 1839 


STATEMENT OF CONDITION 


JUNE 30, 1922 


RESOURCES 


Loans and Discounts... .$269,296,865.11 

Overdrafts, secured and 
unsecured 30,828.59 

U. S. Certificates of In- 
debtedness, Treasury 
Notes and Liberty 
Bonds 

Other Bonds and Securi- 
ties 

Stock of Federal Reserve 
Bank 

Banking House 

Cash in Vault and due 
from Federal Reserve 
Bank 

Due from Banks 
Bankers 

Exchanges 
House 

Checks 
Items 

Interest Accrued 

Customers’ Liability un- 
der Letters of Credit 
and Acceptances 


83,808,211.59 
8,291,658.36 


1,500,000.00 
4,000,000.00 


54,651,991.13 

and 
5,681,810.04 

for Clearing 
99,301,643.91 

and other Cash 
2,311,867.49 
2,141,752.06 


34,684,826.20 
$565,701,454.48 


LIABILITIES 


Capital Paid up $25,000,000.00 
Surplus 25,000,000,00 
Undivided Profits 11,405,470.95 
Deposits 449 ,585,896.00 

Dividend payable July 1, 
1922 750,000.00 
10,790.50 


Bills Payable with Fed- 
eral Reserve Bank.... 


Reserved for Interest and 
Taxes Accrued 


Unearned Discount 
Letters of Credit 


Acceptances executed for 
Customers 
Acceptances sold 
our endorsement 
Foreign Bills sold with 
our endorsement 
Other Liabilities 


3,000,000.00 


2,941,456.34 

1,253,766.34 
11,046,419.83 
25,334,465.93 


with 
849,542.44 


2,727,946.15 
6,795,700.00 


$565,701,454,48 


PRESIDENT 
JAMES S. ALEXANDER 


VICE-PRESIDENTS 


J. HOWARD ARDREY 
JOSEPH A. BRODERICK 
GUY EMERSON 


LOUIS A. KEIDEL 
DAVID H. G. PENNY 
JOHN E. ROVENSKY 


FARIS R. RUSSELL 
STEVENSON E. WARD 
ROGER H. WILLIAMS 


SECOND VICE-PRESIDENTS 


HARRY P. BARRAND 
LOUIS P. CHRISTENSON 
JAMES |. CLARKE 


CASHIER 
ROY H, PASSMORE 


E! MORE F. HIGGINS 
ARCHIBALD F. MAXWELL 
FRANZ MEYER 


EDWARD H RAWLS 
EVERETT E. RISLEY 
HENRY C. STEVENS 


AUDITOR 
PAUL B. HOLMES 


DIRECTORS 


JAMES S. ALEXANDER 
JOHN W. DAVIS 
HENRY W. de FOREST 


CHARLES E. DUNLAP 
HERBERT P. HOWELL 
JOHN G. SHEDD 


VALENTINE P. SNYDER 
HARRY B. THAYER 
JAMES TIMPSON 
THOMAS WILLIAMS 


cerpt from one of many letters re- 
ceived: 

“The booklet will be of great ser- 
vice to us in preparing our adver- 
tising copy. It makes it possible 
for us to go to the booklet and 
select an advertisement of value 
when other requirements upon our 
time make it impossible to give our 
advertising the attention it should 
have. Your advertising service 
should be appreciated by all mem- 


ber banks whether they have adver- 
tising specialists hired or whether 
they write the copy themselves.” 

The Public Relations Commis- 
sions still has a limited supply of 
these booklets on hand. Copies will 
be sent to those requesting them. 
Requests should be addressed to 
Gurden Edwards, secretary of the 
commission, at the headquarters of 
the American Bankers Association, 
5 Nassau St., New York City. 
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NATIONAL BANK DIVISION 


Standard Quality of Bank Note Paper 


of paper upon which national bank 

notes and other issues of paper 

currency are printed have been 
received with considerable frequency dur- 
ing the last few years by the Treasury 
Department. The National Bank Act 
provides that such notes shall be printed 
upon a distinctive or special paper to be 
adopted by the Secretary of the Treasury. 
The experience of the department has 
shown that a linen paper is much more 
satisfactory for bank note manufacture. 
Prior to the war the linen clippings used 
in this paper were received from Ireland, 
Germany and Belgium. Each one of 
these countries has a vast linen manufac- 
turing industry and they received their 
flax for the most part from Russia. The 
war cut off the supply of raw material, 
with the result that the linen industry in 
the countries mentioned suffered severely 
and consequently the clippings previously 
used in the manufacture of distinctive 
paper were not available. The govern- 
ment was forced gradually to lessen the 
amount of linen in its notes and finally it 
reached the point where 100 per cent. 
cotton was used. 


The cotton bank note lacks the smooth 
hard surface that linen produces, and in 
addition to wearing out more quickly, 
the cotton notes look more worn fre- 
quently than they really are and because 
of this they are sent to the Treasury De- 
partment for early destruction. 


Since the war the supply of linen cut- 
tings has gradually increased until during 
the latter part of the fiscal year, which 
ended June 30, 1922, 50 per cent. linen 
was used. For the present year, how- 
ever, a paper made of 75 per cent. linen 
is available and in use and it is certain 
that much of the annoyance occasioned 
during the last few years will be elim- 
inated. A 100 per cent. linen paper is the 
aim of the Treasury Department and 
doubtless it will be obtained within a 
reasonable time. 


(et sae: spon about the quality 


Bank Notes 


National bank notes out- 
standing, Aug. 18, 1922. $759,479,949.50 


Federal Reserve Bank 

notes outstanding, Aug. 
18. \1 922 eet are earns 72,176,400.00 
Total pee eeeionice $831,656,349.50 


National bank notes is- 


sued during week...... $7,628,930.00 
Federal Reserve Bank 
notes issued during 

week 2550 ee 216,000.00 

Motal: Paasche eee $7,244,930.00 


National bank notes re- 
deemed during week... $6,905,787.50 

Federal Reserve Bank 

notes redeemed during 
WC koe aitier. 71,57) oe icteiaes 1,293,000.00 
‘Totaliteersc : steer $8,198,787.50 


The Annual Convention 


The forty-eighth annual convention of 
the American Bankers Association, to 
be held in. New York in October, 
is expected to bring together a larger 
number of banker delegates and 
guests than have ever before as- 
sembled upon a similar occasion. The 
National Bank Division, likewise, expects 
to establish a new high mark for regis- 
trations and its program is being arranged 
accordingly. This year all of the formal 
ceremonies of this Division are being 
crowded into one afternoon. The one 
meeting will be held Wednesday, October 
4, at 2.30 o’clock, in the main ballroom 
of the Commodore Hotel. No other 
meeting of any character will be held at 
the same time and all delegates will be 
able to attend. Nothing should be per- 
mitted to encroach upon the time of this 
meeting. 

The complete program cannot be an- 
nounced at this time, but among other 
features will be an address by James S. 
Alexander, president of the National 
Bank of Commerce, New York. Mr. 
Alexander is widely known throughout 
the United States and his message will 
be pertinent and the advantage of hearing 
it is urged upon all. There will also be 
an address by Frank A. Munsey, whose 
topic will be “Some Problems for Think- 
ing Men to Think About.” 


In addition to the addresses members 
cannot fail to derive much good from 
the gathering of so many bankers from 
all quarters of the nation. The oppor- 
tunities afforded to attend other meetings 
of the convention, and to “talk shop” in- 
formally in groups should be of material 
advantage, and when considered with the 
entertainment to be provided the prospect 
is for an unusually pleasant and beneficial 
week. 


The first meeting of the Division’s Ex- 
ecutive Committee will be held at an 
hour to be fixed on Monday, October 2, 
in the rooms of the New York Chapter of 
the American Institute of Banking. Im- 
mediately following the adjournment of 
the Division convention, Wednesday af- 
ternoon, an organization meeting of the 
new Executive Committee will be held. 


The headquarters for the National 
Bank Division will be in the Commodore 
Hotel, where information, service and 
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whatever else is desired will be dispensed. 
Let the attendance at the National Bank 
Division meeting reflect alike the nu- 
merical and associational importance of 
the Division. 


State Vice-Presidents 


The by-laws of the National Bank | 


Division provide for a vice-president in 
each state. These officers are elected by 
the National Bank members of the Amer- 
ican Bankers Association in the several 
states and hold office for one year from 
the time of the first annual meeting of the 
Division following their election. Those 
already reported as selected this year and 
who will enter upon their duties at the 
time of the convention in New York in 
October are: 


Alabama—Thomas A. Bowles, cashier 
Central National Bank, Albany. 

Arizona—W. H. Thomson, vice-presi- 
dent Phoenix National Bank, Phoenix. 

Arkansas—J. A. Abernathy, vice-presi- 
dent First National Bank, Fordyce. 

California—Charles J. Crary, president 
First National Bank, Richmond. 

Colorado—W. R. Armstrong, president 
Colorado Springs National Bank, Colo- 
rado Springs. 

Connecticut—Frank P. Furlong, vice- 
president Hartford-Aetna National Bank, 
Hartford. 

Dist. of Columbia—Edw. J. McQuade, 
vice-president Liberty National Bank, 
Washington. 

Florida—Charles A. Faircloth, presi- 
dent National City Bank, Tampa. 

Georgia—J. J. Wilkins, president 
Georgia National Bank, Athens. 

Idaho—George E. Hill, president Jef- 
ferson County National Bank, Rigby. 

Illinois—C. R. Tombaugh, vice-presi- 
dent National Bank of Pontiac, Pontiac. 

Iowa—George Schaller, vice-president 
Citizens First National Bank, Storm 
Lake. 

Kansas—Willis Westbrook, president 
First National Bank, Peabody. 

Louisiana—Frank Roberts, president 
Calcasieu National Bank of S. W. La, 
Lake Charles. 

Maine—Charles S. Hichborn, president 
First National Granite Bank, Augusta. 

Maryland—J. E. Boisseau, vice-presi- 
dent National Union Bank of Maryland, 
Baltimore. 

Massachusetts—C. W. Holland, cashier 
Andover National Bank, Andover. 

Michigan—John Ballantyne, president 
Merchants National Bank, Detroit. 

Minnesota—J. K. Martin, president 
First National Bank, Little Falls. 

Mississippi—_W. P. Jones, assistant 
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cashier First National Bank, Hattiesburg. 


Missouri—J. E. Garm, president Joplin 
National Bank, Joplin. 

New Hampshire—FE. N. Pearson, pres- 
ident First National Bank, Concord. 

New Jersey—Henry G. Parker, Na- 
tional Bank of New Jersey, New Bruns- 
wick. 

New York—Edward Alley, president 
Second National Bank, Cortland. 

North Carolina—J. L. Little, president 
National Bank of Greenville, Greenville. 

North Dakota—G. S. Newberry, cash- 
jer First National Bank, Carrington. 

Ohio—R. Q. Baker, cashier Coshocton 
National Bank, Coshocton. 

Oklahoma—John G. Parker, 
Garfield National Bank, Enid. 

Oregon—D. W. Eyre, president United 
States National Bank, Salem. 

Pennsylvania—D. J. Leopold, cashier 
First National Bank, Lebanon. 

Rhode Island—S. P. Cook, president 
Producers National Bank, Woonsocket. 

South Dakota—H. F. Haroldson, cash- 
ier Farmers National Bank, Brookings. 

Tennessee—Wesley Drane, chairman 
board, First National Bank, Clarksville. 

Texas—W. . Woodson, president 
First National Bank, Waco. 

Utah—J. H. Grut, cashier Continental 
National Bank, Salt Lake City. 

Vermont—Levi H. Bixby, cashier 
Montpelier National Bank, Montpelier. 

Virginia—E. L. Robey, president Na- 
tional Bank of Herndon, Herndon. 

Washington—F. H. Luce, vice-presi- 
dent National Bank of Commerce, 
Seattle. 

Wisconsin—E. R. Estberg, president 
Waukesha National Bank, Waukesha. 


cashier 


State Secretaries’ 
Program 


HE secretaries of the State Bankers 

Association will foregather in an- 
nual meeting, during the American Bank- 
ers Association convention, on Tuesday 
afternoon, October 3, at the New York 
Chapter Rooms, 15 West 37th Street. 

The program, as so far outlined, is as 
follows: 

Annual address by the president, Sec- 
retary Andrew Smith, Indiana; appoint- 
ment of Committees, Resolutions, Nomi- 
nations ; report of the secretary-treasurer, 
Secretary M. A. Graettinger, Illinois; 
report of the Committee on Forms, Sec- 
retary W. C. Macfadden, North Dakota; 
report of the Committee on Insurance, 
Secretary Andrew Smith, Indiana; report 
of the Committee on Simplified Income 
Tax Forms for Banks, Secretary W. F. 
Keyser, Missouri. 

_ Round table discussions on the follow- 
ing subjects: 

Protective Matters. Led by M. A. 
Graettinger, Illinois; assisted by Robt. 

Wait, Arkansas; Frank Warner, 
Towa; F. H. Colburn, California; W. B. 
Hughes, Nebraska. 

County Organizations: Scope and 
Functions. “How far should state as- 
sociations go toward furnishing speakers, 
expense, etc.?” Led by W. W. Bowman, 
Kansas ; assisted by Haynes McFadden, 
Georgia; S. A. Roach, Ohio; W. A. 


. ae 
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Bricks 


MELLIONS of St. Louis bricks, of every imaginable 


a 


type and kind, are each year shipped to all parts 
of the United States. For Uncle Sam’s largest brick- 
making plant is at St. Louis. Also his largest factories 
for the making of shoes, drugs, lead, macaroni, street 
cars, buggies, tobacco, lightning rods, stoves and ranges, 
terra cotta, flue cleaners, ice cream cones and many 
other products. 


@. The financial contact point for this vast manufacturing center is 
the Mercantile Trust Company, which has Jong held a leading posi- 
tion in St. Louis industrial and commercial life, and is therefore 
especially qualified to serve banks and business concerns seeking 
adequate banking connections in this very important territory. 
Nine highly specialized and systematized departments insure satis- 
factory service. 

Real Estate Loan 


Real Estate | 
Corporation Public Relations 


Mercantile Trust Company 
Member fedeval = —$——— ‘ : aes US. Govecnnent 
<a Jupervision 


Rerevve Sirtem Zalay ee S 
E-IGHTH AND LOCUST yal —-TO ST. CHARLES 


Safe Deposit 
Savings 


SAINT LOUIS 
Capital and Surplus $10,000,000 
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The officers of the State Secretaries 


Philpott, Jr., Texas; Geo. D. Bartlett, 
Wisconsin. 

“How to Successfully Put Over the 
A. B. A. Educational Campaign.” Led 
by C. F. Zimmerman, Pennsylvania; as- 
sisted by Geo. H. Richards, Minnesota; 
Edw. J. Gallien, New York; Mrs. H. M. 


Brown, Michigan; H. G. Huddleston, 
Tennessee. 
“Shop Talk.” Led by Eugene P. Gum, 


Oklahoma; assisted by each secretary 
present. 

Reports of the Committee on Resolu- 
tions and the Committee on Nominations; 
election and installation of officers. 

(The newly elected Board of Control 
will meet immediately after adjournment 
of the annual meeting.) 


Section are: President, Secretary An- 
drew Smith, Indiana; first vice-president, 
Secretary W. Hughes, Nebraska; 
second vice-president, Secretary J. L. 
Hartman, Oregon;  secretary-treasurer, 
Secretary M. A. Graettinger, Illinois. 

Board of Control: Andrew Smith, In- 
diana; W. B. Hughes, Nebraska; W. F. 
Augustine, Virginia; H. M. Brown, 
Michigan; H. G. Huddleston, Tennessee. 

Most of the state bankers associations, 
with the exception of Michigan, will 
have headquarters in the Commodore Ho- 
tel, all of them being located on the 
seventh floor. Michigan will have head- 
quarters at the Biltmore. 
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Che State Rank 


NEW YORK 


Member of the New York Clearing House Association 


Condensed Statement as of the close of business, June 30th, 1922 


RESOURCES 


Loans and Discounts 


Public Securities (Market Value)... 
Private Securities (Market Value)... 


Banking Houses 
Cash and Exchanges 


Customers’ Liability, 
Acceptances, etc. 


$51,000,773.35 
10,756,564.29 
17,311,315.46 
1,339,874.46 
9,065,819.14 


Account of 


2,246,931.70 
$91,721,278.40 


LIABILITIES 


Capital Stock 


Surplus and Undivided Profits 


Reserves for Taxes, etc. 


$ 2,500,000.00 
4,281,414.31 
421,832.48 


Quarterly Dividend Payable July 


Ist, 1922 
Due Depositors 


Bills Payable and Rediscounts 
Acceptances, Letters of Credit, etc. 


100,000.00 

82,183,996.68 
None 

2,234,034.93 


$91,721,278.40 


NET DEPOSITS 


1919 n= 
1922 = 


$36,000,000 


77,000,000 


No Mergers—No Consolidations—Natural Growth 


HAROLD C. RICHARD, President 


A. I. VOORHIS, Vice-President 
J. KNEISEL, Vice-President 
W. B. ROTH, Vice-President 


C. A. SMITH, Vice-President 
H. W. VOGEL, Vice-President 
J. A. ALLIS, Vice-President 


William A. Nash 


William A. Nash, chairman of the 
Board of Directors of the Corn Ex- 
change Bank of New York, died suddenly 
at his home in New York on August 30. 
He began his banking career at the age 
of fifteen years as clerk and messenger 
with the Corn Exchange Bank, and from 

. 1883 to 1910 was its president. For years 
he had been prominent in the New York 


Clearing House and he also was a di- 
rector or trustee of many corporations 
and institutions. 


The Advertising Club of New York, 
47 East 25th Street, New York City, 
will maintain open house for visiting 
bankers during the week of the annual 
convention of the American Bankers As- 
sociation, October 2 to 6. 


Montana Bankers 


The nineteenth annual convention of 
the Montana Bankers Association, in 
Missoula, proved to be one of the most 
valuable conventions in the history of the 
association, notwithstanding the fact that 
the attendance was somewhat less than 
last year—due principally to the unsettled 
railroad conditions. 
inence addressed the convention, and en- 
tertainment of most delightful character 
was offered by the bankers and people of 
Missoula. 

One of the features of the meeting was 
the unanimous vote of the convention 
of a contribution of $1,000 to Mrs. A. L. 
McCain of Roy, Mont. Mrs. McCain is 
the widow of A. L. McCain, who was 
killed in a rifle battle with bandits who 


Speakers of prom- | 


held up the First National Bank of Roy | 


on June 13. Mr. McCain had no inter- 
est whatever in the First National Bank, 
but, in the interest of law and order, 


joined the posse of citizens to pursue the | 
bandits, and the contribution was made | 


as some evidence of the appreciation of 
the banking profession for the heroic 
service of Mr. McCain. 


Officers elected at the meeting for the — 


ensuing year were as follows: President, 


Sam Stephenson, president First National | 


Bank, Great Falls; Vice-President, F. E. 
Stranahan, president Stockmen’s National 
Bank, Fort Benton; Secretary-Treasurer, 
A. T. Hibbard; Member of Executive 
Council for A: B.-A., F. T. Stecium 
president Western Montana 
Bank, Missoula. 


Replacing Worn Currency 


There is at present about $4,500,000,000 | 
of currency in circulation in the United | 


States. While a considerable part of it 
at any given moment is in the safes of 
individuals, business concerns or banks, 
yet much of it is in people’s pockets or 
in process of passing from hand to hand, 
and so is subject to wear. 


National | 


In this country | 


paper money, which forms about four- | 
fifths of our whole supply of currency, | 
is generally preferred above coin because | 


of its lightness and convenience. 


But | 


paper money wears out rapidly and has 
to be replaced frequently. The life of a | 


$5 note, for example, is on the average 


about ten months, and in New York City | 


is about two months less than the 


average. 


Overflowing Japan 


Japan’s fundamental problem—the one 
out of which grow all other Japanese 
problems in which the world is interested 
—is that of great density of population 


coupled with an inadequate supply of food | 


and raw materials. Fifty years ago the 
population of Japan proper was less than 
33,000,000. Today it is more than 
57,000,000. There has been an increase 
in five decades of more than 75 per cent., 
but there has been no corresponding in- 
crease in the country’s arable land— 
From “Mysterious Japan,” by Julian 
Street. 


we 
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Claims Against Germany 


ECRETARY of State Hughes 
S announced in Washington, on 

August 10, the signing of an 
agreement with Germany creating 
a commission by which American 
claims against Germany are to be 
determined. The agreement pro- 
vides for two commissioners, one to 
be named by each of the Govern- 
ments, and for an umpire to decide 
matters when the commissioners 
cannot agree. The categories of 
claims upon which the commission 
will pass are defined as follows: 


1. Claims of American citizens, aris- 
ing since July 31, 1914, in respect of 
damage to, or seizure of, their property, 
rights and interests, including any com- 
pany or association in which they are in- 
terested, within German territory as it 
existed on August 1, 1914; 

2. Other claims for loss or damage to 
which the United States or its nationals 
have been subjected with respect to in- 
juries to persons, or to property, rights 
and interests, including any company or 
association in which American nationals 
are interested, since July 31, 1914, as a 
consequence of the war; 

3. Debts owing to American citizens by 
the German Government or by German 
nationals. 


The agreement further provided 
that it shall “come into force on the 
date of its signature,” and therefore 
was not held by the Administration 
to be contingent upon ratification by 
the Senate. Simultaneous with the 
signing of the agreement came an- 
nouncement of the appointment of 
William R. Day, Associate Justice 
of the Supreme Court, as umpire. 
President Harding designated the 
umpite upon the request of the 
German Government. 

The agreement apparently renders 
unnecessary a bill pending in Con- 
gress proposing an American Com- 
mission to pass upon claims of 
American citizens and authorizing 
utilization of German properties 
now controlled by the Alien Prop- 
erty Custodian to satisfy American 
claims. Apparently, also, this agree- 
ment does away with the necessity 
for a treaty with Germany setting 
up a joint claims commission, and 
the Alsop claim against Chile, set- 
tled by Secretary of State Knox, 
without reference to Congress, has 
been cited as a precedent for the 
present action of the Administra- 
tion. 
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By Magnificent New 


Cunard S. S. “SCYTHIA” 


Specially Chartered 


Twin-Screw Turbine Oil-Burner, 20,000 Tons 
Sailing Jan. 30, 1923, returning April 2, visiting 


EGYPT 


Madeira, Portugal, Spain, Gibraltar, Algiers, Tunis, 
Holy Land, Turkey, Greece, Italy, Sicily, 
Riviera,-Monte Carlo, Etc. 

The “Scythia” is a veritable floating palace, with spacious decks, 


lounges, veranda cafes, 2 elevators, commodious state-rooms with 
running water and large wardrobes; bedrooms and suites with 


private baths. 
sitting for meals.) 


The famous Cunard cuisine and service. 


(Only one 


Free optional return passage at later date by 
any Cunard Steamer from France or England 


Rates, deck plans, itinerary and full information on request. 


Membership 


limited to 450 guests. Early reservation advisable Apply to 


FRANK TOURIST CO. 


489 FIFTH AVENUE, NEW YORK 
219 So. 15th ST., PHILADELPHIA 


PARIS 


Established 1875 


LONDON 


CEEOL CCL CCC 
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Fred Collins Memorial Fund 


“The Fred Collins Memorial Fund” is 
being raised by Tennessee bankers as a 
memorial to the late Fred Collins of 
Memphis, Tennessee, who had so many 
friends all over the country. This fund 
will be used to provide loans at the Uni- 
versity of Tennessee for worthy students 
who are too poor to pay their expenses. 
This was regarded by the committee as a 
more fitting and more enduring memorial 
than marble and bronze. Fred Collins 
was himself a graduate of the University 
of Tennessee, and was a great friend of 
young men. 

Dwight Armstrong, vice-president of 
the Commercial Trust and Savings Bank, 
Memphis, Tennessee, is chairman of the 


fund. He reports phenomenal progress, - 
and states that on account of the great 
number of checks sent by friends beyond 
the borders of Tennessee it has been 
officially decided to yield to the requests 
of those banker friends and accept: all 
voluntary contributions from out of the 
state. 

A portion of the annual dues of the 
Tennessee Bankers Association is set 
for this fund, and personal contributions 
are being received from bankers of the 
state. It is planned to raise in the state 
$25,000 within a period of four years. 
It is thought that this amount will be 
greatly augmented by voluntary contri- 
butions from friends outside the state. 


Sixth Annual Meeting 


~ HE sixth annual meeting of the 
State Bank Division of the Ameri- 
can Bankers Association will be 
held in the afternoon of October 2 at the 
Commodore Hotel, New York City, in 
connection with the forty-eighth annual 
convention of the American Bankers 
Association. The principal speakers will 
be Eugene Meyer, Jr., managing director 
of the War Finance Corporation, whose 
subject will be “Financing Agriculture,” 
and Marshall Cousins, Commissioner of 
Banking of the State of Wisconsin, who 
will speak on “Practical Problems of 
State Banking.” The usual public forum 
principles of the Division, in the form 
of general discussion from the floor, will 
be made one of the special features of 
the program this year, and it is expected 
that this will be productive of frank 
discussion of a number of important ques- 
tions. 


Blue-Sky Legislation 


The National Association of Super- 
visors of State Banks, at its recent con- 
vention in Detroit, resolved that: 

“We reaffirm the resolution of the last 
annual convention relative to the so-called 
blue-sky legislation, and that we approve 
of the enactment of laws by the legis- 
latures of the respective states, prohibit- 
ing the sale and offering for sale of the 
stocks, shares, bonds, debentures and 
certificates of indebtedness of companies, 
syndicates and corporations, until author- 
ity has been obtained from the state 
permitting such sales or offering for sale, 
and we recommend such laws especially 
provide every company, syndicate, cor- 
poration or other organization, be re- 
quired to file a complete and detailed 
report of the business, supported by its 
sworn statement of the officers and 
directors, and that it be further required 
that an abstract of such statement in such 
form as may be required by the super- 
vising authority of the state, be published 
in newspapers of general circulation as 
the supervising authority may direct, be- 
fore any permit authorizing the offering 
for sale of such securities becomes ef- 
fective, and we further recommend that 
’ the making of a false statement, or the 
concealing of material information as to 
the organization, condition, or business of 
the company or corporation by the of- 
ficers, directors, or agents thereof, be 
punished by a severe fine and imprison- 
ment. We believe that this is a subject 
upon which there should be general legis- 
lation by the Congress in restricting the 
use of the mails in making offerings of 
securities, the sale of which has not been 
authorized by a supervising authority, 
and we also believe the legislature of each 
state should adopt such legislation as 
the conditions in the state may require. 
We recommend that all proposed legisla- 


tion on the subject be most carefully con- 
sidered before being adopted, that legit- 
imate, honest business enterprises may 
not be unduly retarded in their develop- 
ment, and we further recommend that 
there be cooperation between the so-called 
‘blue-sky’ departments of the respective 
states.” 


Cooperative Reclamation 


Bankers in the cut-over timber sections 
of Minnesota, Michigan and Wisconsin, 
and to some degree in the cotton and 
turpentine states of the south and the 
lumber sections of North Carolina, have 
given effective help to the farmers in 
financing the reclamation of their lands. 
In Wisconsin, for example, a good many 
carloads of high explosives for land 
clearing have been bought directly by the 
banks and distributed in small lots to the 
farmers, whose notes have been taken 
in payment. In other cases the banks 
have loaned to the local dealers, located 
at central points, sufficient funds to make 
carload purchases of explosives, which 
the dealers have then distributed, taking 
the farmers’ paper in settlement. The 
result in Wisconsin, Minnesota and Mich- 
igan has been that instead of buying in- 
dividually in lots of 100 or 200 pounds 
of dynamite at a time, the farmers have 
been enabled to buy in community car- 
loads of 20,000 pounds, either through 
their local banks or through local deal- 
ers financed by their banks, at savings 
of from $1,100 to $1,500 a car. The 
agricultural departments of several of 
the state universities, particularly the 
University of Wisconsin, have done ex- 
cellent work in educating the settlers in 
the use of explosives for land clearing 
and in pointing the way to the forma- 
tion of farmers’ clubs and county land 
clearing associations through which, gen- 
erally with the support of the local banks, 
explosives have been bought cooperatively 
at substantial savings to the farmers. 

A representative of one of the largest 
manufacturers of explosives writes: “It 
is also my belief that explosives are be- 
ing used for land clearing just about as 
rapidly as the settlers can absorb the ex- 
pense and produce productive land suffi- 
cient to carry the investment. It must 
be remembered that cleared land is not 
often productive within a year of clear- 
ing, only certain sections being profitably 
productive within the first growing season 
after clearing, and it is my opinion that 
it is better for settlers to put a propor- 
tionate part of their acreage under cul- 
tivation each year, than to have a finan- 
cially supported program which would 
result in the clearing at once of the land, 
without the facilities to handle, either in 
the way of finance, labor or machinery. 
The best results have been through clear- 
ing four or five acres each year, making 
the land pay for the labor, work and ma- 
chinery as it comes along.” 
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What Country Banks Are Doing 


This is from Missouri: “The Amer- 
ican Bankers Association will become 
more valuable to the country banks when 
the association gives more consideration to 
what the country bank is doing. Just 
now, for example, the country banker is 
making the most heroic effort the world 
has known to protect and sustain the 
farmers in the primitive industry, agri- 
culture. And it is a fact that the country 
banker is not receiving the help that he 
should receive from credit sources to’sus- 
tain the agricultural interests of his par- 
ticular community. To be more explicit, 
farmers’ notes that were a year ago 
good beyond a doubt, being secured by 
cattle and other live stock as well as 
farm lands, have now become loans with 
great risk attached, owing to the depre- 
ciation of property. City banks or the 
Federal reserve bank, through which the 
country banker obtains his credit, place 
upon the country bank the entire element 
of risk to maintain and safeguard agri- 
culture. And the situation has become 
further complicated by the fact that deed 
of trust notes are not accepted as col- 
lateral, simply because they are not liquid 
assets. 
a little dot in the great finances of this 
country, at the same time, if all these 


While the country banker is just. 


) 


ha 


little dots were destroyed I do not think 


the city banks’ interest would obtain. 


The country banker renders a service as” 


a personality and conducts a business that 
entitles him to more consideration than 
he has yet had.” 


New Banks Where Not Needed 


A state banker in Washington says: 
“We are opposed to new banks where 
they are not needed. That is where a 
bank is established more on account of 
jealousy than for improving conditions. 
Where in a small town deposits do not 
exceed $750,000 and the people estab- 
lished run a good bank—as much as if 
they had competition—giving the proper 
accommodations, I think the community 
is better off in having this one good 
bank with sufficient. capital and surplus, 
than in dividing the business. Charters 
should be refused unless a sufficient num- 
ber of people do signify that the old bank 
does not render the most up-to-date 
services. The same should be true in 
suburban districts up to a million dollars, 
for in either case it will only weaken the 
older institution in earning power and 
the second bank seldom does any good 
if the old bank is sound.” 


Country Banks in the Federal 


Reserve System 


A North Carolina banker contributes the 
following in connection with the par col- 
lection controversy: “There ought to be 
some action of Congress of such nature 
as would make it possible for small banks 
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Close comparison causes the remarkable 
value of the good Maxwell to stand out 
unmistakably. It is generally agreed now that 
only high ideals expressed in fine manu- 
facturing, can produce a car of such beauty, 
stamina, and economy, at such a price. 


| Cord tires, non-skid front and rear; disc steel wheels; drum type lamps; 
Alemite lubrication; motor-driven electric horn; unusually long 
springs; deep, wide, roomy seats; new type water-tight windshield 


MAXWELL MOTOR CORPORATION, DETROIT, MICHIGAN 
MAXWELL MOTOR CO., OF CANADA, LTD., WINDSOR, ONT. 


“The Good 


MAXWEL 


When writing to advertisers please mention the ‘Journal of the American Bankers Association.” 
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N every part of the world as Bankers think of this 
marvellous producing region, we want the name 
of this Bank to enter their minds first. 


To serve their interests, a great modern twenty- 
four story bank and office building was erected. It, 
like Detroit’s great manufacturing plants, is equipped 
and organized to handle business quickly and well. 


More than twenty thousand items pass through 
this Bank daily from corresponding banks who think 
of us as “‘First’’ in the Great Lakes Region. 


(Formerly First & Old Detroit National Bank) 


FIRST NATIONAL BANK __ 


DETROIT 


’ MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


to receive something for their work in 
connection with checks collected by them. 
We have been on the par list ever since 
the order was given by the Federal re- 
serve bank that all checks should be col- 
lected at par, but we do not believe it 
is right that all this work should be 
done for nothing. Some arrangement 
ought to be made by which the Federal 
reserve bank and the large banks that 
benefit from deposits in Federal reserve 
centers should be compelled to pay a 


reasonable amount to be set aside and 
to be paid pro rata to the banks of the 
country for the collection of checks ac- 
cording to the business done by each one. 
It is not right that the Federal reserve 
banks should make 100 per cent. while 
the small banks that really do the busi- 
ness of the country should be crowded 
out of existence because they are unable 
to make profits enough to keep. them 
alive. Our country demands banks in 
small centers of population as well as in 
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large centers. If these small banks have 
to quit business the whole people will 
suffer. Why should not the Federal 
reserve banks bear a part of the expense 
of collecting the millions of checks that 
have to be handled daily? We have been 
told by the Federal reserve system that 
if our accounts were so small that they 
would not pay us, we should make a 
service charge, but if the managers of 
the Federal reserve system would stop 
to think, or if they were in close enough 
contact with the country bank problems, 
they would readily know that the small 
depositor and the farmer would not pay 
a service charge for the privilege of de- 
positing his money, preferring to carry 
it in his pocket, and in this manner 
millions of dollars would be hoarded. 
This is not idle talk, as the writer has 
had many conversations with farmers 
along these lines, and in every instance 
they have said that they could just as 
well carry their money in their pockets as 
to pay for depositing it.” 


Credit Policy 


The Committee on Agriculture of the 
Arkansas Bankers Association recently 
sent the following poster to every banker 
in the state, “and invariably,” says E. J. 
Bodman, chairman of the committee, 
“they are posting it in a conspicuous 
place.” 


Our Crepit Poricy 


_ While this bank is vitally interested 
and affected by the crop plans of this 
community we do not presume to have 
the right to direct the farm plans for this 
locality. 

We feel that we have a right, however, 
to determine fundamental policies that 
are necessary in order for this bank to 
give the farmer credit. 

No money will be loaned the farmer 
for the purpose of buying feed. 

No money will be knowingly loaned the 
merchant for the purpose of buying feed 
that is to be sold to the farmer. 

This bank will loan money to the 
farmer only when his crop plans provide 
for ample acreage necessary to produce 
food for the people on the place and the 
feed for the animals. 

This policy is necessary to protect the 
interests of our depositors, whose money 
we are lending. The above policy has 
proven safe and sound. 

A suggested base for feed acreage as 
taken from government reports is as 
follows: Corn, five acres, and hay crops, 
two acres for each work animal, and 
ample acreage in feed and hay crops and 
pasturage for the cows, hogs, and other 
animals on the place. 

This bank will do all it can to aid 
farmers who are entitled to credit in 
the purchase of milk cows, hogs and 
poultry necessary to provide milk, meat 
and eggs for family consumption. 

A farmer with hay in the barn, corn in 
the crib, meat in the smoke-house, and 
with poultry, eggs and cream to sell, is 
usually in good standing with this bank. 

These principles are in conformity 
with policies as adopted by the farmers 
in convention in Little Rock. 


Pray SArE—Don’t GAMBLE. 
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Discrimination Against State 
Banks 


An Oregon correspondent says: “It 
is a fact well known to all state bank- 
ers that the United States Government 
is working against the operation of state 
banks in every way that they possibly 
can. The operation of the. postal sav- 
ings banks’ funds is one case. When 
this law was first enacted it was specifi- 
cally stated that no bank would be dis- 
criminated against that could qualify. 
We had the postal account from the time 
it started but as soon as we had a com- 
petitor (national) bank they took the 
account there, and had it been $50,000 
it would have gone at once the same as 
though it was only $1,000, so that there 
was a chance that if we had been so 
shortsighted as to have taken a large 
amount we would have been seriously 
embarrassed by such withdrawal. This 
bank had been here fifteen years, the 
national bank had just started, and if this 
situation exists in other places it is a 
condition that is detrimental in the ex- 
treme to state banks, and every effort 
should be put forth by the American 
Bankers Association to correct it. It is 
unfair, un-American and _ reprehensible 
and there can be no benefits that will 
justify such action. And yet they advise 
me that such is the law.” 


Interest Rates and Investments 


“I am convinced,” says a western 
banker, “that a strong campaign should 
now be inaugurated for the purpose of 
convincing bankers’ throughout the 
country that they should lower the rate 
of interest being paid on balances. Re- 
cently I met many bankers who told me 
that they were paying from 4 per cent. 
to 4% per cent. These same bankers 
were seeking investments that would 
yield them from 5% per cent. to 6 per 
cent. In order to get the high yield, I 
am very fearful that they will take on 
investments that should never find their 
way into the portfolio of any bank.” 


Bank Superintendents Would 
Limit Branch Banks 


The National Association of Super- 
visors of State Banks at its recent con- 
vention adopted the following: “Resolved 
that inasmuch as it appears that national 
banks are starting a movement to estab- 
lish branch banks in some of the larger 
cities, which may prove to be unjust and 
disadvantageous to state banks in states 
where the law prohibits state banks from 
establishing branches, we protest to the 
Comptroller of the Currency against per- 
mitting national banks to establish 
branches in those localities where the 
state law prohibits state banks from 
establishing branches.” 


Payment for Services 


_A-North Carolina banker says that he 
cannot see why a bank should not be 
paid for whatever services it may render 
as much as anyone else. The country 
bank is at the “end of the line,” and has 
to deal with a different class of people 
from those dealt with by the city bank. 


Flow The Famous 


Irving National , 
Bank | 


Gives Instant 


Service to Patrons 
CFJhe 


CLEA 


Standardized by Dankers Everywhere 


The Irving National Bank, Woolworth Building, New York 
City, after installing one Brandt, found the equipment indispensable 
and now use 71 Brandts in its main building and branches; each 
successive purchase constituting a repeated indorsement of the 
dependable service rendered by the Brandt Automatic Cashier. 

The Brandt at any teller’s window indicates two things: that customers 
get service measured by seconds; that tellers are relieved from the drudgery 


of computing, selecting, counting and then recounting coins by the head and 
hand method. 


Press one key on a Brandt and instantly the required combination of 
coins are ready for delivery. No building up or computing necessary. One 
key does it all. Operation as simple as pushing a buzzer button. Auto- 
matic Locking Device makes it fool-proof. 


New Improved 


Every Bank needs a Brandt. Prove this to your own satisfaction and 
profit by learning more about this mind and minute saver, used by over 
26,000 indorsers. 


Write for your copy of the booklet 
“When Minutes Mean Dollars.” 


BRANDT AUTOMATIC CASHIER 


Serving Bankers, Retailers, Paymasters 
Brandt Manufacturing Co., Executive Offices and Factory, Watertown, Wis. 
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“Tt is a difficult matter,” he says, “for 
the country bank to require the payment 
of exchange charges from their custom- 
ers, as many of them are illiterate and 
cannot be made to comprehend the jus- 
tice of such charges, and if these banks 
receive anything for such services as they 
may render, it must be gotten in an in- 
direct way. Great stress has been and 
is being laid on the importance of secur- 
ing from the public generally every de- 
posit possible in order that the finances 
of the country should be mobile. So far 
as I can see, the so-called par collections 
instituted by the Federal reserve banks 
have been of but little good, and if there 


which was taken when the Admin- 
istrative Committee of the Ameri- 
can Bankers Association visited Montreal 
last month, is an undertaking in which 
is combined fraternal duty, commercial 
duty and business opportunity worthy the 
keen attention of American bankers and 
American business men everywhere. 
The greatness of Canada is difficult to 


HE development of closer rela- 
tions with Canada, the initiative in 


realize. The Department of the Interior 
in its “Compact Facts” touches the high 
points: 


Canada covers 3,729,665 square miles of 
which 3.37 per cent. is water. It is 
equal in area to the United States with 
Alaska, the Philippines, and all other 
possessions, but has a population only 
equal to that of New York City and 
Chicago. 

POPULATION .—8,769,489 ; an increase 
of 63 per cent. over the population in 
1901. At this rate children now living 
will see Canadians outnumbering the 
present white population of the whole 
British Empire. 

IMMIGRATION .—Total for year end- 
ing March 31, 1921, 148,477. Of these 
74,262 came from the British Isles and 
48,059 from the United States of 
America. 

NATIONAL DEBT—Canada’s net na- 
tional debt increased from $335,996,850 
in 1914 to $2,372,585,984 on January 31, 
1922, or from $43 per head to $255. 

BANKS.—The eighteen chartered banks 
had on January 1, 1921, 4,676 branches 
in Canada and 200 others in the West 
Indies; North and South America and 
Europe. 

INDUSTRIAL SECURITIES.—Total 
invested $1,672,365,982; Canada 56 per 
cent.; British 9 per cent.; American 34 
per cent. 

Americans 
Canada. 

IMPORTS AND EXPORTS.—Trade 

balance sheet to March 31, 1921— 


own 700 factories in 


Dr. 

To United, States. 44.7. - $856,176,820 
Unicnedomaaneaerr 213,973,562 
Empire Goa) eo eee 52,029,126 
Hrante gs one 19,138,062 
OC there 20 ere eee 98,841,312 

$1,240,158,882 


has been any it has accrued more par- 
ticularly to the wholesaler who is in a 
position to protect himself against this 
small cost usually charged by the banks, 
in the price of his goods. The Federal 
reserve bank’s position is tantamount to 
saying to the banks, ‘When you accept 
the deposit of your customer you entail 
on yourself the obligation to pay such 
customer’s checks at any time and at such 
places as he may elect without notice to 
you and without cost to him.” This, you 
see, is a hardship . on the country bank, 
which has to carry large balances with 
its correspondents in order that it may 
have funds at such points as will place 


Know Canada Better 


By United States....3...... $560, 701,936 
US Konedomeasaae: ser 314, 228) 671 
Empite). +3 eee. «oe 91,525,372 
France ye: eee oe 27,522,329 
Othetere <>. Sern. es 216,449,811 

$1,210,428, 119 
Debit. balance. ....... 29,730,763 


$1,240,158,882 


COAL.—Canada has the only two coal 
regions on the sea coasts of North 
America. One, Nova Scotia, has actual 
reserves of 2,000 million, the other, 
British Columbia, 23,000 million metric 
tons of high grade bituminous. Cana- 
da’s “probable reserve’ trebles the 
amount of her “actual reserve’ (415 
thousand million tons) and represents 
16 per cent. of the estimated coal re- 
serves of the world. 

COAT, FPRODUGRION SeIME ORES 
AND: EXPORTS.—In 1921 Canada 
imported from U.S. A. 18,101,620 tons ; 
exported 1,987,276; produced 14,942,418, 
valued at $4.97 a ton. 

LENGTHS OF SEVEN RIVERS IN 
CANADA.— 

ae 


Mackenzie (with Peace, 1,085).... 2,525 

St. Lawrence (without Ottawa, 685) 1.900 

Nelson (with South Saskatchewan, 
1,205, but without North Sas- 


katchewan:/60))neeeen too eens 1,600 
ChiirchillL ee een ade oc eee 1,000 
Fraser wore cee keys toc 695 
Vukons Gin: Ganada)eea eee 655 
ColumbiasGn Canada + eee ee 465 


CANALS.—The tonnage passing through 
the Sault Ste. Marie canafs in the six 
open months is more than double the 
combined amount of the tonnage that 
passes through the Suez and Panama 
Canals in the full year. 

RAILWAYS.—Total steam mileage in 
Canada (1920) was 38,896, or 1 mile 
for 225 persons; in U. S. A., 1 mile 
for 390. 

Electric railways—2,400 miles in 1919, 

SHIPBUILDING.—Number of vessels 
on register, 8,573; tonnage, 1,498,431; 
value, $74,921,550. 

GOVERNMENT MERCHANT MA- 
RINE (LTD.).—The Government fleet 
consists of 65 steel ships ranging from 
2,800 to 10,500 dead weight tonnage. 
These vessels are now all in commis- 
sion. 


it in a position to comply with these 
requirements.” 


Branch Banking in California 


Hon. Jonathan S. Dodge, Superintend- 
ent of Banks of California, reports that 
the Bank of Italy has 54 branches; the 
Los Angeles Trust & Savings Bank 45; 
the California Bank of Los Angeles 28; 
the Hellman banks of Los Angeles 16; 
the Security Bank of Los Angeles 13; 
the Citizens’ Trust & Savings Bank of 
Los Angeles 11; the Anglo-California 
Trust Company of San Francisco 5; and 
the Mercantile Trust Company of San 
Francisco 4. 


FARM LANDS.—Of the 300 million 
acres fit for farming in Canada, one- 
third is in farm holdings; only one- 
sixth is cultivated; 250 million acres 
await the plough or tractor and the 
man. 

WHEAT.—The interior plain of Canada 
and the plains of Russia are the 
world’s reserve granaries for hard 
spring wheat. The record production 
of Canadian wheat is 393,542,600 
bushels (1915). 

MILLING.—600 Canadian flour mills 
have an annual capacity of 35,000,000 
barrels. The mill of the Maple Leaf 
Milling Co., at Port Colborne, Ont., 
has a capacity of 12,000 barrels in 24 
hours. 

CATTLE.—Canadian cattle numbered 
aes in 1920 and 10,206,205 in 

FORESTS.—Next to Russia and the U. 
S. A., Canada has the largest forest 
resources in the world. 

COBALT.—The Cobalt and adjoining 
areas of the Timiskaming district, On- 
tario, have been for several years the 
chief source of the world’s supply of 
cobalt. 

COPPER.—The record production was 
117,150,028 pounds in 1916. Production 
in 1920, 81,000,691 pounds; in 1921, 
53,467,795 pounds. 

GOLD.—Growth of output in 30 years: 


1892 1921 Record 

oz. oz. Oz. 
All Canada..43,9 924,374 1,350,057 
Bo eGoleva a 19, ae (1894) 149,347 288,383 
Vulconeers ae 4,233 65,991 1,077,553 
Ontario) 2.0005 785 707,470 707,470 


NICKEL.—The Sudbury district of On- 
tario produces 80 per cent. of the 
world’s nickel requirements. 

SILVER.—Canada reached the high 
mark of 32,869,264 ounces of silver in 
1910, a few years after discovery of 
the rich ores of Cobalt and adjoining 
areas. 


But the greatness of Canada is not in © 


its domains as much as in the great soul 
of its people, which rises above any sta- 
tistical reduction. As extensive as is the 
interchange of the peoples of the United 
States and Canada, it will be recalled 
that 48,000 Americans settled over the 
line in 1921. Closer contact and better 
understanding cannot fail to be of mutual 
commercial advantage to the two coun- 
tries, 
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What year was the Bank of North America, 
Philadelphia, established? 


Eastland, Texas, had five banks, now only 
one. Which one is left? 


When was the Guaranty Trust ry ee 


chartered? What are its assets? 


What is George Reynold’s correct title in 


._ the Continental &. Commercial National , 


Bank of Chicago?. 
What banks do a trust company business? 
What states have passed a ‘‘Blue Sky Law’’? 
What is. usury in New Hampers? In 
Texas? 
In what states is the National Negotiable 
Petjaabtect-yelam EN am be ls co) co-¥4 
In what states are there ‘‘days of grace’’? 
What is the legal age of women in Indiana? 
What railroads cross northern North: Da- 
kota? 
‘What is the contract rate of interest per- 


missible on a. loan oF $300. 00, or less, in- 
. Connecticut? 


What is the rate in New York'on a toan over 


- $300.00? 


What does’ it. cont’ ide) buy an express money 
order for $75.00? 
What is the weight limit fora ‘package by 


: parcel post to Panama? * 


What is the rate per pound on.a | package 
shipped to the sixth zone? 


_ What is the fee.on a $38.00 domestic mon- | 
‘ey order? - 
Is. there a bank at “Bydgoszez-Gdansk, Ree 


Poland? » 

Where is St. Pierre et Miquelon? 

What are’ the boundaries, of the Amelie 
Federal Reserve District? 


‘What are the legal pprdet in . Mississippi? ah 


In Oregon? 

What is the A. B. A. Se nber for the First 
State Bank, Lonetree, N. D.? 

What are the principal correspondents of 
the First National Bank, Hastings, Pa.? 

Where should a claim against.a party: in 
Farmington, Iowa, be sent? 

When was the ‘‘Blue Sky’’ Act incorporated 
in the Tennessee Laws? 


Who are the directors of the Northern Na- . 


tional Bank, Duluth, Minnesota? : 

In what Federal Reserve District is Ole 
ville, Arkansas? 

What became of the Krause State lacs 
Bank of Chicago? 

What banks are affiliated members of Chi- 
cago Clearing House? | 

Who are the directors of the First. National 
Bank of Cedar Grove, Indiana? Zs 


What state banks, savings and trust com- 
panies are members of the Federal Reserve? 

What is the legal rate of interest in Hawaii? 

Who are theofficials of the American Bank- 
ers Association? 


Where is the office of the secretary of the» 


Investment Bankers Association of America? 


What is the name of the Chief Bank Exam- 
iner in North Carolina? 


Has Zanesville, ah a. clearing house 
association? 


How many reserve cities are these in the - 


United States? 


Where is the bank of the Fifth Federal 
Reserve District located? What is its transit 
number? 


Is therea banki in aniston, Alabama, that | 


FXo) bod adam oto) UC -Toh 9 Co) o ee 


In what part of the state is Chula Vista, 
California? 


‘What city is the county seat. of Canyon 
County, Idaho? 


What is the population of Tipton, ‘lowa? 


Who.is the cashier of the First Reianal’ 
-: Bank, Cumberland, Maryland? 


‘How many ‘national banks are Ruck in 
Alaska? State banks?. - ‘i 
In what state are the most a 


‘What are the two county seats of Choctaw 
County, Mississippi? 


What is the correct spelling: of the name of 


the President of the Bank of Italy? 


What is’ the population of Fork, South 
Carolina? .Is there a bank ‘there?. 


Who is Chairman of the Board of the | City 


National. Bank of Amsterdam,* New York? - 


Where are the different offices of the Na-- 
tional City Company of New York located? 


Give their phone. numbers? — 

What time is it in.’Frisco when it is 12. 25 
in New York? 

*What bank in Chicago is éarrespondert of 
the Chemical National Bank of New York? 


What branches has the National Bank of 
South Africa? Where located?. 


Can a money. order be made payable to 


more than one person or firm? 


What are the names of al) 
the banks in Chicago? 


What is the limited wei 
package to Ecuador? 


How many calls ha 


Comptroller of the 


Who is a good pat 
ton, D. C.?:  . 


What are the . 
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Tine annual meeting of the Clear- 
ing House Section, which will be 
held Monday morning, October 2, 

at 9.30 o’clock, Ball Room, Hotel 

Commodore, New York, promises to be 
one of the convention’s most interesting 
sessions. John R. Washburn, president 
of the Section and vice-president of the 
Continental and Commercial National 
Bank, Chicago, will preside. It was de- 
cided to eliminate the reading of the re- 
ports of the secretary, the chairman of 
the Executive Committee, as well as the 
report of the chairman of the Acceptance 
Committee. The reports will be printed 
in full in the annual proceedings. This 
will enable us to give more time to the 
illuminating addresses of our principal 
speakers, as well as the discussion per- 
taining to the clearing house idea and 
the clearing house system of examina- 
tion. 

John McHugh, president of the Me- 
chanics and Metals National Bank, New 
York City, and a past president of the 
Section, will be one of ‘the principal 
speakers on our program, together with 
L. F. Loree, president Delaware & Hud- 
son Company, one of the foremost rail- 
road men of the country. Following the 
addresses of the above speakers an open 
discussion on the Clearing House Ex- 
aminer idea will take place from the floor 
—and will be one of the special features 
again this year. This will enable all 
present to ask any question pertaining to 
the clearing house system of examination. 


Your Reservations 


As secretary of your Clearing House 
Association, we ask you to notify all 
member banks sending a representative to 
the annual convention of the American 
Bankers Association to be held in New 
York City the week of October 2 to send 
in their reservations immediately, if they 
have not already done so, to the Hotel 
Committee, A. B. A. Convention, Harvey 
D. Gibson, Chairman, 334 Fifth Avenue, 
New York City. 


The larger hotels are filling up rapidly 
and if any particular hotel is desired 
reservations should be sent in at once. 


Examiners’ Meetin 
£ 


A special meeting for all clearing 
house examiners attending the American 
Bankers. Association convention the 
week of October 2 has been called for 
Tuesday, afternoon, October 3, at 2.30 
o’cluck, in the New York Chapter rooms, 
15 West 37th Street. This will be one 
of the most important conferences of the 
Clearing House Section and an oppor- 
tunity will be given to those present to 
discuss such questions as uniform methods 
of examination, uniform reports, methods 


CLEARING HOUSE SECTION 


Our Annual Meeting 


of valuing and classifying assets, sys- 
tems of safeguard, audit control, etc. We 
cordially invite all clearing house man- 
agers who are interested to attend. 


Meeting for Managers 


On Wednesday afternoon, October 4, 
at 2 o'clock in the New York Chapter 
rooms, 15 West 37th Street, a meeting 
for all clearing house managers will be 
held. The purpose of this meeting will 
be to discuss the clearing house idea and 
the problems confronting the managers 
in their work. We want the manager or 
secretary of every clearing house asso- 
ciation present, if possible. This will be 
your meeting. 


Country Banks’ Credit Bureau 


The article which appeared in the Jtily 
issue of the JOURNAL outlining the opera- 
tions of the credit bureau in the Rich- 
mond, Va., Clearing House, stimulates 
interest in a suggestion made frequently 
in recent months, that there should be 
some plan devised by which interior 
bankers might have an interchange of in- 
formation with reference to the borrow- 
ings of customers in their vicinity. 


In a middle western state two farmers 
recently borrowed in excess of $125,000 
from various banks near at home, when 
fifteen or twenty thousand dollars would 
have been the limit of credit to which 
they were entitled. The various banks 
made the loans, believing that the farm- 
ers had no other indebtedness, and were 
very much surprised when the crash came. 


In a meeting of a county association 
not long ago, in a different part of the 
same state, bankers were discussing with 
much interest the possibility of their 
finding some means of informing them- 
selves about the debts of their borrowers 
to other banks. A method was suggested 
which is somewhat similar to the Rich- 
mond plan, and which looks as though it 
might be practical in communities outside 
of the larger cities. 


The difficulty:about initiating any such 
system seems to be chiefly in determining 
the man who will receive and redistribute 
the information. Obviously it would not 
be agreeable to the various banks to have 
an officer or employee of one of them 
in possession of a list of the loans of the 
other banks, but it does not seem impos- 
sible to agree upon some other person, 
such as the bank examiner for that dis- 
trict, some county official, such as the 
register of deeds, or some attorney in 
whose discretion all have confidence. 

Once the man has been determined on, 
it is fairly simple to let each bank send 
to him at stated periods, say each six 
months, or more frequently if desirable, 
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a list of all of their loans of $100 or of 
$500 or over, depending upon the com- 
munity and how closely the banks want 
to check the borrowings. In turn he can 
advise each of the banks the total amount 
which any of these borrowers owes to all 
of the other banks. 


The group might include all banks in 
the county or in any other limited terri- 
tory which seemed appropriate. 


Special investigation could be made if 
desirable at times other than the regular 
periods for reporting, but the need for 
that could be demonstrated as time went 
on. The plan has been submitted to a 
number of country bankers, who have 
not found fault with it, though to our 
knowledge it has not been tried out. 


Business Changes 


Recent changes in the executive staff 
of the Woodlawn Trust and Savings 
Bank of Chicago include the following: 
O. F. Ecklund, for ten years cashier of 
the First National Bank of Newton, 
Iowa, has been appointed vice-president 
of the Woodlawn; 
cashier, has been promoted to the position 
of vice-president and cashier. Recently 
the bank qualified as a trust company, 
Theodore Jessup, long an assistant cash- 
ier, becoming Trust Officer. For some 
months Arthur W. Tobias has been presi- 
dent, and Charles M. Poague, chairman 
of the board. 


The Schenectady Trust Company has 
elected Joseph J. Barringer vice-president 
and treasurer, and Edward T. Rice vice- 
president and secretary. 


Farmers in the Pacific States in 1919 
had an average income of over $2,800; 
in the West North Central States their 
average was $2,300. These figures may 
be contrasted with the average of $1,160 
for farmers in New England, $1,340 in 
the South Atlantic States and less than 
a thousand in the East South Central 
States. The highest average income of 
farmers is found in California with 
$3,485, and the lowest in certain Southern 
and New England States, where it was 
less than $1,000. 

New York leads the states of the 
Union in both aggregate income and per 
capita income. 

The aggregate income received in New 
York in 1919, according to these fig- 
ures, was $9,047,859,000, or more than 
one-eighth of the entire income in the 
United States. At the other end of the 
scale is Nevada with a total income of 


$65,791,000. 


John W. Watson, © 


ene 
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‘The only book I need to keep now is my Bank Book!”’ 


Here’s the SIMPLE Way to Keep 
Depositors Coming in at 
Regular Intervals 


This solves the problem of teaching new depositors “‘how to save’’ systematically 


This ad appears in the leading publication making the value of this 50c each so Like ever her woman. I 
you’re giving 50 cents when you give a depositor Susie-Savit’s Home Cash Register. a othe ~ z 


hate to keep cash accounts, so 
I devised this plan to Budget 


T a \ my income without keeping any 
em book except my Bank Book! 
; This idea of mine is received 
it pepe sour ony in the bank. It BEGET {| with heartfelt thanks and open 
elps you have the rent money when 
it’s due —the milk bills, the ice bills, the RRC |}) 2tms by women everywhere. 
butcher and grocer are all cared for —it ; 
saves the money for the kids’ schooling LO 6 _AnisenenT f I only made 2,000 of them, 
and college expenses. It has the money oO 6x Ui h leat ie d 
for the Doctor when you NEED it. Get this, E and a week aiter my first a 


YOUR first aid to having money when you Re) 
need it, it only costs fifty cents postpaid. appeared in the New York 


Here it is — pammee a: 1 Sunday Times, Globe, etc., I 
SUSIE SAVIT’S 7, Susi i placed a manufacturing order 

Put and Take © I te E itt for 100.000 

CASH REGISTER | Pg wa pe = 


for the Home i Rechte 


You'll like it because you don’t have to be a book- 
keeper touseit. It always hasmoney when youneedit. 


Order two for a dollar and give one to your best 


and stamps, so I know Bankers 

friend. It’s guaranteed to last a year. . 1 1 
4 you order two as pend polar in is berets $.50 and this ad for one will find my little system m 
stamps, money or ° i t : ft ; d it for thirt j 
send you achart that ie helped 20.000 days ik isn’t tig lelaien, send de hare demand and highly valued by 
housewives. Charge alone forthis chart and I’ll return your money. d it 

Special termsto Banks, Dealers, e ° Suite women eposl Ors. 

Church and YMCA Amie: | Address: Susie Savit ( o's.» 

t 5 eacher. lomesti 5 ° e ° 

bana ite T oa 469 Seventh Avenue, N. Y. City [ My price in 100 lots im- 
printed with three-line bank 
name and address is 25c each. 


Sample postpaid to bankers, their wives, and 


I’m swamped with 50c pieces 


Science—W rite TODAY. 
Copyright ’22 J.W. Lindau Jr., N.Y. 


EE em Eee SSeS ee eee ee ee 


Streetior R. FE. D; No. address........... Copyright 22 J. W. Lindau, Jr., N.Y. 


Tear Out, Fill In and Mail This Coupon bank employees for 50c silver or stamps, and my 
“ts 1 budget chart (50c), two for $1.00, postpaid. 
Ee Ce Sie eos et | 
SUSIE-SAVIT, l Get 100 and give one to each backward, slow. depositor. 
14th Floor, 469 Seventh Ave. I Costs only $25.00 at 25c each. | 

: ert oe a fan ests Ol ge ea a | EC 

Sates juno: 1. SUSIE-SAVIT 
Name............. 14th Floor-AB 469 Seventh Ave. New York City 

I 


reer State 20s. eee. 
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There are frequent changes which come about through consolidations, mergers, liquidations and changes of title. 


Membership Changes 


REPORTED FROM JULY 26, 1922, to AucustT 25, 1922, INCLUSIVE 


The Executive 


Manager of the Association would appreciate receiving from members notice of any changes which occur, for the purpose of keeping 
the membership list correct and giving publicity through the columns of the JOURNAL. 


Carpenteria...... 
ETesnotee oc oes 


Guadalupe....... 
Hanford: saa0 2s 


Long Beach..... 
Los Alamos...... 
Manteca........ 
Oakland v.eme-- ie 
Oxnard=y.ee eee 


Redlandssee-. 
Santa Barbara... 


Santa Maria..... 


AMER 


20 


Bank of Lamar converted into First 
National Bank. 

Alhambra Savings & Commercial Bank 
succeeded by Los Angeles Trust & 
Savings Bank. 

Commercial Trust & Savings Bank 
succeeded by Los Angeles Trust & 
Savings Bank. 

Fidelity Trust & Savings Bank suc- 
ceeded by Los Angeles Trust & 
Savings Bank. 

Bank of Santa Maria succeeded by Los 
Angeles Trust and Savings Bank. 
Farmers & Merchants National Bank 
succeeded by Los Angeles Trust & 

Savings Bank. 

Hollywood Savings Bank succeeded by 
Los Angeles Trust and Savings Bank. 

Lindsay National Bank succeeded by 
Los Angeles Trust and Savings Bank. 

Commercial Trust & Savings Bank suc- 
ceeded by Los Angeles Trust & 
Savings Bank. 


.City National Bank succeeded by Los 


Angeles Trust and Savings Bank. 
Bank of Santa Maria succeeded by Los 
Angeles Trust and Savings Bank. 


.Bank of South San Joaquin changed to 


Bank of Manteca. 
First Savings Bank changed to Ameri- 
can Bank. 


. First National Bank succeeded by Los 


Angeles Trust and Savings Bank. 

Savings Bank of Redlands merged with 
First National Bank as Los Angeles 
Trust & Savings Bank. 

Commercial Trust & Savings Bank suc- 
ceeded by Los Angeles Trust & 
Savings Bank. 

Bank of Santa Maria succeeded by Los 
Angeles Trust and Savings Bank. 


California... 4a. 


Michigans... 228 


Minnesota....... 


Missouri...:..... 


Oklahoma........ 


NO ORDER TOO LARGE AND NONE TOO SMALL 
FOR OUR PAINSTAKING ATTENTION 


ys 
Wy uh . 
h) 
y 


National Bank of Tulare succeeded by 
Los Angeles Trust and Savings Bank. 

Producers Savings Bank merged with 
First National Bank as Los Angeles 
Trust & Savings Bank. : 

Orange Bank & ‘Trust Company 
changed to West Haven Bank & 
Trust Company. 

Florida National Bank changed to 
Florida Bank and Trust Company. 
Phoenix and Third Trust Company 
merged with Phoenix and Third 
National Bank as Phoenix National 

Bank and Trust Company. 

Oakwood State Bank succeeded by 

Peoples’ State Bank, Detroit Post- 


office. 

Payday National Bank succeeded by 
Marquette National Bank. 

Kahoka Savings Bank reorganized as 
Farmers Trust Company of Clark 
County. 

Silver Bow National Bank consolidated 
with Metals Bank and Trust Com- 


pany. 
..Newcastle State Bank succeeded by 


American State Bank. 

The Juliand Bank succeeded by First 
National Bank. 

Barr and Schmeltzer succeeded by Barr 
Bros. and Company. 

Mercantile Bank of the Americas suc- 
ceeded by Bank of Central and South 
America. ‘ 

Central Bank of Westchester County 
changed to Central Trust Company 
of Westchester County. 

Citizens National Bank changed to 
First National Bank. 

Peoples Bank & Trust Company suc- 
ceeded by Bank of Wann. 


ICAN BANK SUPPLY Co. 


PERATED AND CONTROLLED BY 
THORNTON-LEVEY CO. 


BANK OUTFITTERS 


SPECIAL 


HALF-LENGTH FOLDED POCKET CHECKS 
Semi-Flexible Leatheroid Binding—25 Checks to the Book 
The Ideal Book for the Farmer, Stock Dealer or Professional Man to Carry in His Pocket 


BOOKS, HALF-LENGTH FOLDED POCKET CHECKS (Printed) 


Write for a Full Size Specimen Book 


INDIANAPOLIS, INDIANA 
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$7.75 
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THE SAFE-GUARD CHECK WRITER—!%% PROTECTION 
NEW YORK_ pe 15%. 19520, ne ZEI—_ 
THE CHATHAM AnD PHENIX nATIONALE Bann 30 


PAY TO THE md 
a OF. 


THIS IS THE ONLY 
MACHINE THAT 


Will Protect ALL the 

Essential Parts of Your 

Check—The Paying Line 

—The Payee’s Name— 

The Numerals—and Will 

Prevent Dangerous Two- 
Line Checks. 


HOM 


I 


Equipped with Automatic 
Self-Inking Device 


Write for further details regarding 
this *‘‘Double Lock System’’ to 


nu 


B.CAREFUL SONS 


Unless You Use This Double Lok System Your Bank Account is at the Mercy of the 


THE SAFE-GUARD CHECK WRITER CO., Inc. - 


CITY OF NEw YORI 


—~ COLLARS 


8. Bearrfecl Sonar 


heck Manipulator. 


3 BEEKMAN ST. 
NEW YORK CITY 


LITTLE GIANT 
BANK DIRECTOR 


Striking, Enduring, Dignifted, 
Cheap and Effective 
Advertising 
Sold to one bank only in any 

town or city. 


They bring local, as well as 
tourist, business if erected at 
principal crossings, junctions and 
prominent points on highways 

entering your city. They also advertise the city in which you live. 


They are furnisted with any lettering desired. Can also be supplied for 
merchants or any other class of business. 


LITTLE GIANT COMPANY 


239 Rock Street Established 1876 = ya akate, Minn., U. S. A. 


Your Bank Needs Distinctive 
CHIPPED GOLD 


SIGN TABLETS 


Signs that will identify your 
institution in a pleasing and 
impressive manner. That are 
easy to read, do not tarnish and 
require no ‘polishing. Thou- 
sands of Banks are using our 
Chipped Gold Signs and every 
one will testify to their superi- 
ority in elegance, character and 
legibility. 

Our Book “Bank Signs’’ 

Sent Free 


RAWSON & EVANS CO,, 73735 “aphington 


PS? 
| ARTIONAL 


BANK 


See 
FIRS? 


SS PAID Oy. 
ee Oats | : 


Pennsylvania..... Harrisburg: .1..2.- First National Bank succeeded by Com- Washington...... Anacortes....-... Citizens Bank resumed. 
monwealth Trust Company. : Bellingham... a errotes erate pare suocuedod 
y American National Bank. 
} Rhode Island..... Pawtucket....... Sabet Og onary euneeees by Oda Union State Bank succeeded by First 
Industria Trust ompany ater Neaticnalenank 
Branch. West Virginia... .Sistersville....... Peoples National Bank merged with 
Peutn OAkOtan.. <LTIPD. ..-njcs one asipp Etec Penk uccne) by Farmers Hermera o Frogucers Nabionst Bank 
erchants State Bank. as Union National Bank, 
RREEBS cpclec o's «cis 0 Brontede esse First State Bank succeeded by Guar- Wisconsin........ Ladysmith....... A op add ee taken over by 
: aneY. erste Bank. Wyoming........ Big- Piney. oc... s0s Marbleton State Bank Marbleton now 
INE ESS x 6 aysuais ons-* Miles Nation.l Bank resumed. located at Big Piney. 
DERIDIA. oc ss 3s 3 EMMDOLIAs o5 ec 218 « Citizens Bank of Emporia converted Hiawaill sic. cere tts Kahului-Maui....Baldwin National Bank changed to 


into Citizens National Bank. 


New and Regained Members from July 26th to August 25th, 1922, Inclusive 


Alabama 
So, Bank & Trust Company, Cullman 


Arkansas 
Farmers National Bank, Cotton Plant. 


‘California 


California Bank, 57th & Central Branch, 

~ Los Angeles 16-20. 

California Bank, Florence & Compton 
Branch, Los Angeles 16-20. 

Los Angeles Trust & Savings Bank, Jeffer- 
ag Arlington Branch, Los Angeles 


Los Angeles Trust & Savings Bank, Jef- 
ferson & Figueroa Branch, Los An- 
geles 16-54. 

Los Angeles Trust & Savings Bank, Main 

Commercial Branch, Los Angeles 


Trust & Savings Bank, 
Heliotrope Branch, Los 


Los “Angeles 
Melrose & 
Angeles 16-54. 

Los Angeles Trust & Savings Bank, Ninth 

Figueroa Branch, Los ‘Angeles 16-54. 

Los Angeles Trust & Savings Bank, 9th 
& San Pedro Eran Los Angeles 16-54. 

Los “ia hae Trust & Savings Bank, Pico 
& Valencia Branch, Los Angeles 16-54. 

Los Angeles Trust & Savings Bank, Sec- 
+e Pes Fremont Branch, Los Angeles 


Trust & Savings Bank, 


Los Angeles 
Valencia Branch, Los 


Seventh & 

Angeles 16-54. 
Los Angeles Trust & Savings Bank, Sixth 

& Flower Branch, Los Angeles 16-54, 


Los Angeles Trust & Savings Bank, 
Tenth & Broadway Branch, Los 
Angeles 16-54. 

Los “Angeles Trust & Savings Bank, 


Western & Santa Monica Branch, Los 
Angeles 16-54. 

Los Angeles Trust & Savings Bank, 
Whittier Boulevard Branch, Los An- 
geles 16-54. 

Los Angeles Trust & Savings Bank, 
Orcutt 90-932. 


Colorado 
San Luis State Bank, San Luis 82-423. 


District of Columbia 


Riggs National Bank, 
Office, Washington 15-3. 

Riggs National Bank, oe & Park Road 
Office, Washington. 15-3 


Georgia 
Wage Earners Savings Bank, Savannah 

38-60. 

Illinois 


First State Bank, Barrington 70-1156. 
Bethalto State Bank, Bethalto 70-2060. 


Dupont Circle 


Baldwin Bank, Ltd. 


Caledonia National Bank, Caledonia 70- 
1858 


First State Bank, Cutler 70-2035. 
eg euee & Savings Bank, De Kalb 


-263. 
Hlmwood Park State Bank, Chicago P. O., 
Elmwood Park 70-2036. 
Fillmore State & Savings Bank, Fillmore 
70-1837. 
Morton Grove Trust & Bank, 
Morton Grove 70-1744. 
Niles Center State Bank, Niles Center 
70-1494, 


Indiana a c 
Ag he National Bank, Washington 71- 


Savings 


Kansas 


First National Bank, Attica 83-1134. 
Farmers State Bank, Lenora 83-611. 


Kentucky 


ng Exchange Bank, Beattyville 7$- 


Michigan 


Grand Rapids National Bank, Burton 
Heights Branch, Grand Rapids 74-2, 
Grand Rapids National Bank, Hall & 
Division Branch, Grand Rapids 74-2. 
Grand Rapids National Bank, Michigan 
& Grand Branch, Grand Rapids 74-2, 
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‘*Here, Jim, is a bank that gives 
positive protection. You can 
tell them every time by that circle 
and double arrow design with 
the slanting word ‘Insured.’"’ 


Why banks 


display these signs 


Bankers everywhere are displaying window signs, 
tellers’ grill hangers, display cards and newspaper adver- 
tisements featuring the circle and double arrows, together 
with the slanting logotype of Super-Safety Insured Bank 
Checks because these signs help to 
build public faith in banks and bank- 
ing; because this increased public 
faith in banks will increase the 
deposits directly and indirectly. 


“T want these 
checks. I have 
looked all over 
town for this 
sign.” 


Deposits in banks can be increased 
directly through the issuing of the 
individual certificate of insurance to 
depositors. These are furnished with- 
out charge to each bank purchasing 
Super-Safety Insured Checks. Natur- 
ally, bank depositors appreciate this 
added protection and deposit their 
funds where it is obtainable. 


Bank deposits are increased indirectly 


with Super-Safety Insured Checks 


Insured in the through the constant word-of-mouth 

HARTFORD Y Advertising given by depositors to 

pple ons pape e eT friends and acquaintances through the 

felonious alterations es A Ss ae e ae unusual protection 
which the bank gives. 


$1,000.00 of check insurance 


K f against fraudulent alterations, 
issued without charge, 


ae | 

sU céS Dich Scare pet set 
[p Chicas 

The Bankers Supply Company 


The Largest Manufacturers of Bank Checks in the World 


NEW YORK CHICAGO DENVER 
ATLANTA DES MOINES SAN FRANCISCO 


Grand Rapids National Bank, Stocking & 
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4th Branch, Grand Rapids 74-2. 


eprine Lake State Bank, Spring Lake | 
74-960. 


Minnesota 


Chippewa County State Bank, Monte- | 
video 75-152. 


Mississippi 


Peoples Bank, Gunnison 85-527. 


Missouri 


Bank of Ash Grove, Ash Grove 80-483. 


(Regained. ) 


Bank of Atlanta, Atlanta 80-702. 
Baring Exchange Bank, Baring 80-878. 
Citizens Bank, Benton City 80-887. 

Bank of Blackwater, Blackwater 80-788. 


Farmers Stock Bank, Blackwater 80-787. | 


Bank of Bois D’Arc, Bois D’Are 80-899. 
Bank of Buffalo, Buffalo 80-569. 
O’Bannon Banking Co., Buffalo 80-570. 


tS ne Exchange Bank, Downing, 80- 


Bank of Fair Grove, Fair Grove 80-975. 
Florida Savings Bank, Florida 80-984, 
Gallatin Trust Co., Gallatin 80-1547. 


(Regained. ) 


Farmers Bank, Gower 80-1545. 


Farmers State 


Bank, Greentop 80-1014. 


Bank of Hoberg, Hoberg 80-1325. 

Farmers Bank, Holt 80-806. 

Farmers Trust Co., of Clark County, 
Kahoka 80-880. 

Bank of Laddonia, Laddonia, 80-656. 

Farmers Exchange Bank, Memphis 80-341, 

Peoples Bank, Memphis 80-1458, 

Southern Bank of Mexico, Mexico 80-147, 

Bank of Nixa, Nixa 80-1139. 

Bank of Puxico, Puxico 80-1176. 

Republic State Bank, Republic 80-1296. 

Bank of Sparta, Sparta 80-1207. 


Citizens Bank, 


Sparta 80-1626. 


Bank of Strafford, Strafford 80-1220. 
Bank of Wooldridge, Wooldridge 80-1270. 


Nebraska 


Farmers Bank, Battle Creek 76-1244. 
Farmers State Bank, Venango 76-1262. 


New Jersey 


Raritan Savings Bank, Raritan 55-432. 


(Regained.) 


New York 


Corn Exchange Bank, Canal St. Branch, 


New York 1-45. 

Corn Hxchange Branch, Commodore 
Branch, New York 1-45. 

Corn Wxchange Bank, Jackson Heights 
Branch, New York 1- 45. 

Midwood Trust Co., Brooklyn 1-394. 


Ohio 


Park National 


Bank, Newark 56-130. 


Peoples State Savings Bank, Toledo 56-18. 


(Regained.) 


Oregon 


First National Bank, Mt. Angel 96-314. 


Pennsylvania 


First National Bank, Bernville 60-1082. 
Keystone Bank, Harrisburg 60-98. 
Mohnton Trust Co., Mohnton 60-1258. 
Allen Trust Co., Northampton 60-1282. 


South Carolina 


Farmers Bank, Edgefield 67-183. (Re- 


gained.) 


First National Bank, Saint George 67-249. 


(Regained.) 


Tennessee 


Peoples National Bank, Shelbyville 87-142. 


Texas 


Texas Bank & Trust Co., Austin 88-21. 
First State Bank, Big Spring, 88-237. 


(Regained.) 


First National Bank, Crockett 88-244. 
Citizens State Bank, Dennison 88-37. 
Teepe Bank & Trust Co., El Paso 
Guaranty State Bank, Georgetown 88- 
Citizens National Bank, Lubbock 88-436. 
mith National Bank, Mexia 


88-846, : 
First State Bank, Post 88-1706. 


(Regained 
eae 


Utah 


North Sanpete Bank, Mount Pleasant 
97-46. 


Virginia 


Morris Plan Bank, Richmond. 


Mexico 


Canadian Bank of Commerce, Mexico 


City, D F 
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Delays Are Dangerous 


“Defer not tiil tomorrow to be wise, 
Tomorrow's sun to thee may never rise.” 


—Congreve. 


OU have many times determined to prepare yourself for future opportunities. Probably you have as many times put 


off taking the necessary steps. 


however that may be, it is surely true that incompetency knocks all the time. 
It points the way to secure the training necessary to qualify you for the position “higher up.” 


now. 


have secured it through experience—painful years of practice, hardships and disappointments. 


Some folks say that opportunity knocks but once; others say it knocks more than once; 


Opportunity is knocking at your door 
Thousands of bankers 
Today you have the oppor- 


tunity of profiting by the experiences of others, and starting where they left off. The character and quantity of knowledge 
necessary to achieve or merit any sort of success in the banking business are contained in the study courses of the American 


Institute of Banking, which are described below: 


ELEMENTARY COURSE OF STUDY 
Elementary Banking 
The Institute has prepared a study course covering the 
elements of banking and law to suit the circumstances of the 
multitude of men and women who have recently entered the 
banking business. This course covers the fundamentals of 


banking and is intended to lay a proper foundation for the 


standard courses of study hereinafter described. The text- 
book, among other things, treats of the duties and oppor- 
tunities of messengers, functions of banking, elements of 
contracts, drafts and acceptances, promissory notes and 
discount, deposits and checks, exchanges and transfers, bills 
of lading, elevator receipts, warehouse receipts, agency, 
partnership, corporations, bank departmentization, and ends 
with a brief discussion of the Federal Reserve System. No 
one is too young to enroll in Elementary Banking; no one 
is so old that he will not profit by a conscientious study of 
this text-book. 


ADVANCED COURSE OF STUDY 
Accounting 


Accounting is one of the essentials of a business education. 
To the banker who is concerned with the making of loans, 
a knowledge of accounting is indispensable. You cannot 


“intelligently judge the statement of condition submitted by a 


mentals of accounting. 


prospective customer unless you are grounded in the funda- 
The Institute study course in Ac- 
counting has been prepared especially to meet the needs of 
the banker in this direction. It is not a course in bookkeeping. 


SPECIAL COURSE OF STUDY 


Studies in English 


The Woolworth Building is not built on a bungalow founda- 
tion. Skyscrapers require bed-rock to build upon. Speakers 


and writers must possess a knowledge of the fundamentals 
_ of grammar in order to provide that firm substructure which 
1s necessary to support the temple of success. The purpose 


of “Studies in English” is not to make professional authors, 
but simply to qualify ordinary men and women to speak and 
write in accordance with the demands of business and society. 


The study courses of the Institute are open to both men and women. 


now for particulars. - 


STANDARD COURSES OF STUDY 
Commercial Law 


The Institute study course in Commercial Law is not 
intended to make lawyers, but simply to impart to bankers 
sufficient knowledge of law to enable them to act in accord- 
ance with established legal principles and refer doubtful 
questions to a lawyer. The text-book used in this course 
considers contracts, principal and agent, master and servant, 
partnerships, corporations, transfer of stock, personal prop- 
erty, real property, estates and trusts, carriers and ware: 
housemen, bankruptcy, and insolvency. 


Negotiable Instruments 
A banker should be as familiar with the Negotiable Instru- 
ments Act as is a lawyer with the proper procedure of the 
courts. The Institute study course in this subject teaches 
bankers the law of negotiability, which now affects not only 
checks and promissory notes, but bills of lading, stock cer- 
tificates, trade and bankers acceptances, and warehouse 
receipts. The text-book discusses each section of the Act 
separately and thoroughly, and is replete with practical 
illustrations. 
Standard Economics 
Political Economy is the science that deals with wealth— 
its production and its uses—and in its practical application 
is the keystone of credit. Economic principles are so closely 
related to banking that the study of banking and the study 
of Political Economy are inseparable. The Institute study 
course in Economics is intended to give the student an under- 
standing of the principles underlying banking. 


Standard Banking 

Because of the broad scope of banking interests, a student 
who would understand the business of banking must know 
much more than the routine of a banking office. The Institute 
study course in Standard Banking is intended to impart 
to progressive bankers practical methods of banking admin- 
istration, as well as an understanding of banking history 
and of the broad principles of banking and finance as de- 
veloped in metropolitan centers throughout the world. 


Write 


Procrastination postpones preparation. 


AMERICAN INSTITUTE OF BANKING 


Section American Bankers Association 


FIVE NASSAU STREET 


When writing to advertisers please mention the ‘Journal of the American Bankers Association.” 


NEW YORK CITY 


¥ 
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ternational 
Recording Lock 


HROUGHOUT industry and ; 
business, and especially in banks 
and kindred institutions, there is full 
realization today of the fact that a 
door lock ought to be much more 7 Z 
than a mere fastening — that its pro- | jaaaee Fae! m2 
tective value ought to be continuous, Z Bees 
positive, and complete. me 2 tHe, 


VAS 
The answer to this demand for ctr £ gane2mn//77/) 
thorough, systematic SECURITY is j CL ly 
found in the International Record- ait 
ing Lock. This lock furnishes a printed ] Heer 
record which shows ) 


1— Whether a door is locked or unlocked 
2—Which door was locked or unlocked 


3—Whether locked from the inside or 
outside 


4—The positive identity of the person 
operating the lock 


5—The day, hour and minute the door 
was locked or unlocked 


Write for complete information about 
the International Recording Lock and International Master ies _ 

‘ , : Recorder on which the Serpe 
bring every door in your establishment Rec ordmeal soieanates 
up to the minute in positive security. Ae ee Ge 


Suitable for doors of all types and sizes. : ee | 


INTERNATIONAL TIME RECORDING CO., of New York 
General Offices: 50 Broad St., New York 


Oldest and Largest Manufacturers in the World of Time Systems 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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PROTECTIVE DEPARTMENT 


L WY. 


OF THE 


AMERICAN BANKERS 
ASSOCIATION 


SAVE YOUR BANK MONEY 


Do not cash checks for strangers 


In opening accounts for strangers do not permit withdrawals 
against items before returns have been received. 


Before cashing checks bearing alleged indorsement of your 
depositor call up the depositor and see if he endorsed the check. 


If in doubt as to. whether a check is genuine, before cashing, 


verify signature or call up depositor. 


If this action is taken 


and the check is a forgery, the presenter will leave the check and 


the bank in a hurry. 


OFFICES OF THE WILLIAM J. BURNS INTERNATIONAL DETECTIVE AGENCY, INC. 


CarrrorniA, Los ANcELES.—I. N. Van Nuys Building. 
CALIFORNIA, SAN FRANcisco.—First National Bank Building. 
CororaDo, DENVER.—421 Cooper Building. 

District or CoLumBiA, WASHINGTON.—500 Southern Building. 
GrorciA, ATLANTA.—921-22 Healey Building. 

Inumors, Cx1caco.—1050 Otis Building. 

Iowa, Drs MornEs.—609 Observatory Building. 

Lovurstana, New OrLEANS.—930-932 New Hibernia Bank Building. 
MARYLAND, BALTIMORE.—Fidelity Building. 

MASSACHUSETTS, BosTON.—201 Devonshire Street. 

Micwican, Detrrorr.—Dime Savings Bank Building. 
MrInnEsorta, MINNEAPOLIS.—McKnight Building. 

Missouri, Kansas City.—Ridge Arcade Building. 

Missourt, St. Louis.—Railway Exchange Building. 

New Yor, Burrato.—D. S. Morgan Building. 

New Yor, New Yorr.—Woolworth Building. 

Ouro, CrINcINNATI.—1012 Keiths Theatre Building. 

Oxn10, CLEVELAND.—Swetland Building. 

OxLaHOMA,_-OkLAHOMA CiTy.—908 Colcord Building. 
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OREGON, PorTLAND.—Yeon Building. 

PENNSYLVANIA, PHILADELPHIA.—Widener Building. 
PENNSYLVANIA PITTsBURGH.—Commonwealth Building. 
TENNESSEE, MemPuHIS.—Bank of Commerce and Trust Building. 
Texas, DALLAS.—Dallas County Bank Building. 

Texas. Houston.—Union National Bank Building. 

Texas, SAN ANTONIO.—Gunter Building. 

Utau, Satr Laxe City.—301-302 Tribune Building. , 
Vircinia, RICHMOND.—Virginia Railway and Power Building. 
WASHINGTON, SEATTLE.—L. C. Smith Building. 
WASHINGTON, SPOKANE.—Old National Bank Building. 


FOREIGN OFFICES OF THE WILLIAM J. BURNS 
INTERNATIONAL DETECTIVE AGENCY, INC. 


CANADA, MONTREAL.—Transportation Building. 
CANADA, VANCOUVER.—605 Vancouver Block. 
ENGLAND, Lonpon, S. W.—Crown Chambers, 5 Regent St. No. 1. 
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PROTECTIVE DEPARTMENT 


L. W. GAMMON, MANAGER 
Five Nassau Street, New York 


AUGUST PROTECTIVE WORK 


Change in Regulations 


Revised Rules of the Protective Committee, the 
American Bankers Association 


1. Upon receipt of notification to the American Bankers 
Association, Five Nassau Street, New York City, or the near- 
est office of the William J. Burns International Detective 
Agency, Inc., of 


A. An attempted or successful perpetration of a 
holdup or burglary, or the successful perpetration of 
a fraud or crime by forgery, check-raising, swindle 
or sneak theft upon a member of the Association, 
in its banking rooms or in rooms of such branches 
as are members; or 


. Cases of holdup, burglary, or other crimes of vio- 
lence involving physical injury to, death of, or 
jeopardizing the life of, any officer or employee 
while engaged in pursuit of the member bank’s busi- 
ness whether inside or outside the bank; 


the Committee will at once use its best efforts to apprehend 
the criminals regardless of the amount involved or whether 
the perpetrator of the crime is a professional or an amateur. 
No action, however, will be taken unless notice is given 
within ten (10) days after the crime has been discovered. 
A case once committed to the Association cannot be taken 
out of its hands nor the offense condoned or compromised. 


Rule No. 1—A does not apply: 

(a) Where the member is protected by an indorser 
regardless of whether or not the indorser is finan- 
cially able to reimburse the bank. 

(b) Where the member does not itself sustain a loss. 

(c) Where there is mysterious disappearance (1) of 
money or securities, etc., from the bank not pre- 
sumptively attributable to sneak theft or (2) of 
the contents of safe deposit boxes. 

(d) Where a member has been defrauded by permitting 
withdrawals against items before returns have been 
received. 

(e) Where the fraud or crime has been committed by an 
officer or employee of the member either alone or in 
collusion with others inside or outside. 

(f) Where it is evident that the bank is guilty of con- 
tributory negligence. 


2. In reporting cases the member agrees to swear out a 
warrant for the criminal concerned when his identity has been 
determined; or a John Doe warrant at once in states where 
permitted. 

3. The Committee insists that the member take up with 
the state, county or local authorities and arrange for the 
extradition and the payment of expense incident to the return 
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of a prisoner. The Committee will not pay extradition ex- 
penses or witness fees, and will not be responsible for any 
expense incurred for protective work or attorneys’ fees which 
has not been previously authorized. 

4. If for any reason whatsoever no prosecution takes place 
when the member is in legal position*to aid in the prosecution, 
and fails to do so, or in case it is found that any of the excep- 
tions, (a) to (f) inclusive, apply, such a member shall reim- 
burse the Association for all expenses incurred in connection 
with the case reported. 

We wish to call the attention of our readers to an article 
appearing in the first section of the American Bankers Associ- 
ation JOURNAL, wherein the new clause referring to additional 
protection is discussed. We believe this article should be 
read as the Protective Committee is offering a very important 
piece of protection. 


WARNING 


DANGEROUS WORTHLESS 
OPERATOR 


CHECK 


Charles King Has Transferred Operations to the East. 


CHARLES KING, alias Clarence Steel, alias Allen G. 
Davies, alias Anson Tradd, alias Bertrand Hill, alias Cantrell 
Wentworth, alias Paul Grimm, alias J. C. Hately, alias Harvey 
C. Bennett, alias G. B. Morgan, alias J. Carlquist, alias Albert 
Van Velzer, alias C. Schindler, alias J. L. Tabler, alias C. V. 
Thomas, alias C. Golman, alias Nathan Down, alias I. A. 
Chaffer, are a few of the names used by this man in his 
fraudulent operations. Caution your new account men. See 
that your tellers read this warning and familiarize themselves 
with this indwidual’s handwriting and description. We are 
reproducing one of the worthless checks written by King 
herewith. In the May, 1921, and March, 1922, JourNnaL Sup- 
plements we published previous articles relative to this op- 
erator. 

During January, 1922, King defrauded several banks in 
San Diego and Santa Ana, Calif. He opened small accounts 
in the banks he intended to victimize. He then drew several 
small checks, sometimes asking the teller to make out the 
check, which he would then sign, and in this manner getting 
well acquainted with the employees. During January he 
deposited in each bank a check in the amount of about 
$3,200, drawn on San Francisco banks, and while these checks 
were going through the clearings he presented at each bank 
another check drawn on a San Francisco bank in the amount of 
about $800, on which he was successful in securing the cash. 


‘All checks drawn by this operator on the San Francisco banks” 


were returned a few days later marked, ‘““No Account.” 
Member banks, especially those in the Eastern and Middle 

Western States, are requested to cooperate with us, and any 

information relative to this man should be promptly reported 
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to the nearest office of our detective agents. Should he be 
located he should be placed under arrest as warrants are in 
_ existence. 

The description of Charles King, alias Paul Grimm, etc., 
is given as follows: 33 to 35 years of age, about 5 feet 8 inches, 


180 pounds, stocky build, fair complexion, blue eyes, blonde or 


light brown hair, smooth shaven; regular features, round face. 


WARNING 


C. H. AYCOCK. A member bank of Senath,’ Mo., has 
requested us to warn banking institutions of the activities of 
Aycock, who was formerly connected with Murray & Co., of 


Dallas, Texas, and is drawing drafts against that firm which 


are being returned due to the fact that he is no longer an 
employee of theirs. It seems that Aycock is calling on the 
old customers of this firm who have honored drafts of a similar 
nature and experienced no difficulty. This being the case, it 
is suggested that the banks in the vicinity of Dallas watch 


closely for him. At the time this matter was reported to us 


cere 


we were not supplied with a description or a specimen of the 
operator’s handwriting, but no doubt he will use his true 
name and this will be sufficient warning. 


R. 8S. CART, alias C. C. Fell, was successful in causing a 
member bank in Pittsburgh, Pa., to sustain a small loss 
through means of a worthless check. Cart is described as fol- 
lows: 55 to 60 years of age, tall and thin, gray hair, sunken 
mouth, is a tinner by occupation. 


_ F. 8. EARNEST, alias W. C. Allen, for several months 
carried an account with a member bank at Portland, Ore. 


_ Quite recently the balance became very low and Earnest depos- 
_ ited in his account a check for $1,000, drawn against the 


| United States National Bank of Portland. 


In the forenoon 
following the making of this deposit he called at the bank 
and closed out the account. Fortunately the check in question 
was not credited to the account with the result that the bank 


| saved itself from a loss. It will be prudent for our members to 


watch for a similar attempt. 


B. B. HART caused a member bank of Alton, IIl., to sus- 
tain a small loss when he secured funds on a check bearing 
one of its customers’ forged signature. Due to the time that 


_ this check was negotiated the interested bank is unable to sup- 
| ply our agents with a description of the operator. 


“SAN: FRAN CISCO,CAL, = JUL S R192 Noe: SS 
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WILLIAM H. HAYES, alias 
Jack Malloy. A member bank 
at Herron, N. D., reports the 
operations of Hayes, alias Mal- 
loy, who is drawing checks on 
the Lincoln State Bank, Chi- 
cago, Ill. An official of this 
institution, believing that he 
recognized Hayes, honored a 
check for this individual drawn 
' on the interested bank, which 
| was returned marked “worth- 
| less.” Unfortunately the of- 
ficial is unable to supply a de- 
scription of this operator. 


Che 


. 
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SARA HEARD opened an account with a New Orleans, 
La., member bank, using a check drawn on the Canal Com- 
mercial Trust and Savings Bank of the same city. In addition 
to this check she made a cash deposit of $25. On the following 
day Miss Heard was successful in securing some funds. against 
the account and has since disappeared. The check used in 
opening the account has been returned marked “Insufficient 
Funds.” She is described as being 30 years of age, 5 feet 7 
inches tall, 160 pounds, heavy build, fair complexion, medium 
brown hair, neat dresser. 

HUGH E. KEICHER has defrauded a member bank of 
Bayard, Neb., by disposing of cattle held by the bank as col- 
lateral for a loan. The last heard from this man was that he 
was in the vicinity of Minnesota. The banks in that district 
would be doing this department a favor if they would search 
very thoroughly their records of loans and advise if Keicher 
is a customer of theirs. 


CHECK KITERS AT WORK 


D. H. KING and H. J. WILLIAMS are working the old 
check-kiting game. Quite recently an individual using the 
name of H. D. King opened an account in a Kansas City, Mo., 


“member bank with a check drawn on the Tower Grove Bank ; 


of St. Louis, Mo. He gave his address as the Baltimore Hotel 
and claimed to be an agent of the Yagna Mining Co. As 
reference he gave H. D. Lee of the Lee Mercantile Co. With 
him was his alleged secretary known as H. J. Williams. After 
opening the account he permitted several days to elapse and 
then sent his alleged secretary to obtain funds against the 
account. When the bank refused King called at the bank 
and was rather “put out” over the refusal of the bank to honor 
his check. He at once withdrew $40 which he had used in 
his initial deposit. Shortly after this the check from St. 
Louis was returned marked “No Account.” King is described 
as 60 years of age, 5 feet 10 inches in height, weighs 150 


20 


pounds, slender build, white hair, white mustache, well dressed 
and apparently well educated, wore a Masonic pin; right side 
of face has appearance of being partly paralyzed.. Williams 
is described as follows: 33 years of age, 5 feet 6 inches tall, 
weighs 170 pounds, heavy build, dark eyes, dark hair; wore 
Masonic pin. 

Watch for these men as they no doubt will attempt their 
fraudulent transactions elsewhere. 


AME, 


ye 


J. WHITEHOUSE, alias J. C. Gilder, is issuing worthless 
checks drawn on the First National Bank, High Bridge, N. J. 
These checks have been given to various merchants in pay- 
ment for small purchases and are being returned by the inter- 
ested bank marked “worthless.” Whitehouse is described as 
being 32 years of age, 5 feet 6 inches tall, weighs 130 pounds, 
light complexion, light hair, sandy mustache. 


ARRESTED 


GOOD CAPTURE MADE 


Our Agents, Cooperating With Newark Police, Apprehend 
Clever Swindler. 


HENRY F. MONET. For the past month and a half our 
detective agents have been actively engaged in lining up a very 
clever swindler and on Saturday, August 19, through the aid 
of the Newark, N. J., police, who cooperated in a highly 
efficient manner, they were successful in causing the apprehen- 
sion of Monet, who is now being held in Newark awaiting trial 
on a local charge. Detainer warrants covering the New York 
charges will be lodged against him. 

Monet had a very dangerous form of operating. He would 
communicate with some wealthy man and would so word his 
letter that it necessitated a reply, and in this manner came 
into possession of the signature of the man. He would then, 
under a pretext, telephone to this man advising him that he 
was a stranger in the city and had been referred to him by 
some individual and would like to have him recommend a 
bank. As a general rule the man would not suspect anything 
dangerous and would advise him that he did his banking 
with a certain institution. Having this information in his 
possession Monet would then secure a check on the bank in 
question, filling it out in the amount of ten or fifteen thousand 
dollars. He then sent it into the bank by a small messenger 
boy with a request that same be certified. On having the 
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check certified he would send this same messenger boy to a 
brokerage house. Preceding the call of the boy he would tele-| 
phone the brokerage house and advise that he was sending | 
his office boy to them with a certified check, naming the amount | 


HARRY MONET 


7 stain Geog 
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) 


of the check, and requesting that they turn over to him its. 


equivalent in Liberty Bonds. 


He tried this on several occa- | 
sions, was successful in one, and finally slipped up on the | 


Newark attempt and walked into a trap arranged for him) 


by the Newark police and our detective agents. Following 


his arrest it was ascertained that he had served a sentence for 


a similar offense in New York State. 


BANDITS APPREHENDED 


Through the activities of Iowa State Agent Hi Yackey 
and other officials working with him, they have caused the 
arrest of AL FLORI, D. D. GOODWIN and R. G. BEATTY, 
all of Council Bluffs, Iowa, who have confessed to the holding 


up of a member bank at Pisgah, Iowa. The trio is now in jail _ 


at Logan, Iowa, awaiting trial. 


NELS ALM. During October, 1920, a member bank of 


Telluride, Colo., was defrauded through cashing checks bearing | 
Our detective | 


the forged signature of one of their customers. 
agents after a thorough investigation exhausted all leads at 
that time. New information was secured during the early 
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part of 1921 and this information was also checked up, but 
no trace of the operator was found. Almost two years after- 
wards Alm was taken into custody at Basalt, Colo., while 
working as a farm-hand, the arrest being made by the local 
authorities, due to information supplied them by an acquain- 
tance of Alm, who by chance encountered him on the street. 
The operator was held for the Telluride authorities, and while 
en route to that point committed suicide in the Grand Junction 
jail by swallowing the contents of a small bottle of carbolic 
acid. 


CLIFFORD BAILEY, while attempting to secure funds 
on a check bearing the forged indorsement of a customer of a 
member bank at Salt Lake City, Utah, was detected, but 
denied knowing that the check in question was a forgery. Our 
detective agents’ local representative called there and after 
questioning this boy took him into custody. He is now being 
held, awaiting trial. 


SIDNEY T. BARROIS, alias B. R. Thomas. Recently a 
member bank of New Orleans, La., reported to the local repre- 
sentatives of. our detective agents the fact that they had sus- 
tained a loss of considerable size through honoring two checks 
which bore the forged signature of one of their customers. 
Our agents made an investigation and on July 26, 1922, lo- 
cated the operator, who was using the name of Thomas, and 
from him secured a confession and ascertained that his true 
name was Sidney T. Barrois. He is now being held, awaiting 
trial. 


ROSE BLAIR was placed under arrest on July 12, 1922, 
by our detective agents’ Boston representatives, working 
in the interest of a Springfield, Mass., member bank, who 
had been defrauded by this operator through forged withdrawal 
orders on a savings account. Following her arrest she made a 
complete statement and stated her true name was Mrs. Eugenie 
Mary Talbot. The outcome of. her case may be found elsewhere 
in this issue. 


S. J. COLE defrauded a member bank at Orange, Texas, 
through a mortgage swindle, he having disposed of property 
held by the bank as collateral for a loan. The Houston repre- 
sentatives of our detective agents were requested to make an 
investigation and on August 4, our agents’ Dallas representa- 
tives located Cole at Wichita Falls, Texas, and through the aid 
of the local authorities effected his arrest. Cole will be 
returned to Orange for trial. 


H. G. GUNN defrauded a member bank at Fort Worth, 
Texas, through securing funds on a check bearing a forged 
indorsement. The Dallas representatives of our detective 
agents were requested to make an investigation and on taking 
up this matter located Gunn at Waco, Texas, where, on July 
30, they effected his arrest and had Gunn lodged in the Fort 
Worth, Texas, jail, where he is now awaiting trial. 


ED. HART, alias James A. Young, has been arrested by 
the local authorities at Pawhuska, Okla., charged with de- 
frauding a member bank of Burbank, Okla. On being ques- 
tioned by our detective agents, Hart made a confession and 
agreed to enter a plea of guilty. He is now confined in the 
local jail, awaiting trial. 

R. E. JACKSON, alias R. E. Johnson. A member bank 
of Rio Vista, Calif., was recently defrauded by means of a 
forgery perpetrated by an operator using the name of R. E. 
Johnson. The matter was reported to the California and the 
American Bankers Associations. Through the activities of the 
San Francisco representatives of our detective agents, R. E. 
Jackson was apprehended at San Francisco, Calif. Jackson 
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was picked up by the local police on suspicion, and as they 
had nothing against him they got in touch with our detective 
agents, who thoroughly questioned Jackson and after several 
hours obtained a confession, he admitting that he was re- 
sponsible for defrauding the interested bank. The operator 
will be returned to Sacramento, Calif., to stand trial. 


CHARLES D. JOHNSON, alias T. L. Lewis. Posing as an 
employee of the Wood Livestock Company of Spencer, Idaho, 
Johnson was successful in obtaining funds from a Salt Lake 
City, Utah, member bank, the bank honoring one of his checks, 
believing it to be an expense voucher. On learning that they 
had been swindled they notified the local representatives of our 
detective agents, who traced Johnson to La Grande, Ore., at 
which point he was placed under arrest by our agents coop- 
erating with the local authorities, and he will be returned to 
Salt Lake City for trial. 


HARRY J. KENDALL. <A member bank at Pineville, 
Ky., sustained a loss through forgery. On taking up this 
investigation our detective agents suspected Harry J. Kendall 
as being the operator in this case. After a short investigation 
Kendall was located at Storm Lake, Iowa, where he was held, 
awaiting extradition to Kentucky. Inasmuch as there was 
some delay in returning Kendall to Kentucky, he was taken to 
Chicago, Ill., charged with defrauding a local firm. The 
outcome of his trial may be found elsewhere in this issue. 


ARTHUR KOONTZ, alias Tom Kelly, alias George HE. 
Schmidt, recently defrauded two member banks, one in Mt. 
Vernon, Iowa, and the other at St. Elmo, Ill. Under the name 
of Fred W. Show, he was arrested at Charleston, Ill., at which 
point he is awaiting trial on a local charge. This individual 
has also used the alias Harry Andrews. Inasmuch as he has 
been indicted in connection with the defrauding of our member 
banks, he will be returned for prosecution as soon as the 
Charleston, Ill., authorities are through with him. 


GEORGE T. O'MALLEY and LYLE WATKINS. On July 
10, several bandits held up officials of the Tri-City State Bank, 
Madison, Ill., and escaped with approximately $13,000 in cash 
and securities. Since that time, in behalf of the bank’s mem- 
bership in the Illinois and American Bankers Associations, 
representatives of our detective agents’ St. Louis office have 
been engaged in an investigation endeavoring to clear up this 
holdup. Quite recently several individuals were placed under 
arrest and through the efforts of our agents, Watkins and 
O’Malley were positively identified as those in the party who 
participated in the holding up of this institution. The other 
people under arrest are Mrs. JAMES TRAYNOR, GEORGE AYRES 
and JAMES HENNESSEY. Inasmuch as a county official was 
murdered at the time the bandit car was making its get-a-way, 
the above named people are held on suspicion of being impli- 
cated in the murder. Should the murder charge fall through 
O'Malley and Watkins will be tried on the bank charge. 


LONG CHASE ENDED 


Our Agents Apprehend Forger After Eighteen Months’ 
Search. 


HARRY PERGRIN, alias Harry Purgum. About eighteen 
months ago this individual defrauded a member bank of 
Philipsburg, Pa., by securing funds on a check which was 
eventually returned uncollected. After a continuous search 
over this period our agents finally located Pergrin at DuBois, 
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Pa., where he was employed as a cook in the commissary de- 


partment of a railroad company which is supplying meals to a 


company of guards protecting the railroad property. Follow- 
ing his arrest he was committed to the Bellefonte jail to await 
trial. 


ROBERT A. SCHULTES 


ROBERT A. SCHULTES, alias W. W. Robertson, is under 
arrest at Cleveland, Ohio, charged with attempting to defraud 
a local attorney. An article relative to his mode of operation 
appeared on page 83 of the May, 1922, JourNaL Supplement. 
Due to the nature of Schultes’ transactions, it is very doubtful 
whether we will be successful in having him prosecuted as the 
victims will no doubt refuse to appear against Schultes, as in 
each and every instance they have been practically an ac- 
complice of his. 


MAURICE SILVERMAN is under arrest at Los Angeles, 
Calif., charged with being implicated in defrauding a local 
institution by means of forgery. Silverman’s arrest was 
caused at the time he endeavored to secure funds from another 
member bank and on being detected he was detained by local 
bank officials until the police could arrive. He is now out on 
bail, awaiting trial. 

F. A. STROTHER. A member bank at Atlanta, Ga., was 
defrauded by honoring a series of small checks bearing the 
forged signature of one of their customers... On reporting this 
matter to our detective agents’ local representatives they 
located the responsible party, who turned out to be F. A. 
Strother, an employee of the bank’s customer. At the time he 
was found he was in a highly intoxicated condition,. but on 
being questioned made a complete confession and was held 
awaiting trial. The outcome of his case is given elsewhere 
in this issue. 


J. S. TAYLOR. _In August, 1921, a member bank at 
Brownsville, Texas, sustained a loss through the operations of 
Taylor, who secured several hundred dollars from them on a 
check which turned out to be worthless. At that time our 
detective agents made a thorough investigation, but due to 
lack of leads were unsuccessful in locating the operator. On 
July 31, 1922, approximately one year later, our detective 
agents’ San Antonio manager was en route to his home when 
he encountered Taylor on the street and recognized him as 
being wanted for defrauding the above mentioned member. 
Placing him under surveillance our representative ascertained 
where he was living and then communicated with the local 
authorities, in the meanwhile covering the operator’s home 
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very closely. On the arrival of the local police Taylor was 
taken into custody and is now confined in the local jail await- 
ing the arrival of the interested authorities. 


H. H. TUNNY 


HERBERT H. TUNNY defrauded a member bank of On- 
tario, Ore., by means of a mortgage swindle and immediately 
left the vicinity. Our detective agents on taking up the 
investigation searched through several states and eventually 
secured information to the effect that Tunny had been located ~ 
at Alberta, Canada, where the sheriff had effected his arrest. 
He is now being held awaiting extradition to the United 
States. 


ALEX UFFLEMAN has defrauded a member bank of 
Pompeys Pillar, Mont., by disposing of live stock which was 
being used as collateral for a loan made by the bank to Uffle- 
man. Following receipt of the information of this sale, the 
interested bank reported the matter to our detective agents’ 
Spokane representatives and on August 2 they were successful 
in locating Uffeman near Hardin, Mont., where, with the as- 
sistance of the local sheriff, he was taken into custody and has 
been lodged in the jail at Billings, Mont., to await trial. 


RUSSELL Z. WHERRY. By securing funds on checks 
bearing the forged signature of a customer of a member bank 
at Kansas City, Mo., Wherry caused that institution to sustain 
a small loss. The matter was reported to the local office of our 
detective agents and on the following day, August 4, they 
were successful in locating Wherry and with the cooperation of 
the police effected his arrest. 


H. B. SUTTON was successful in defrauding a member 
bank at Dallas, Texas, through a forged indorsement. Sutton 
was known at this institution as being interested in endeavor- 
ing to promote a bank at Fair Park, a nearby city. He sold 
stock to a prospective customer, who made a check payable 
to the treasurer of the company promoting the bank. Sutton 
deposited this check in his account at the interested bank 
after forging the indorsement of the payee. The interested 
bank, on ascertaining that they had been defrauded, reported 
this matter to our detective agents, who traced Sutton to New 
York City and return and on August 16, 1922, effected his 
arrest at Dallas. 
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LOUIS PFANNKUCKEN, alias William L. Baker, alias 
“Cakes.” During the early part of 1921 a member bank at 
Des Moines, Iowa, was defrauded by an individual using the 
name of William L. Baker, who secured funds on a raised 
cashier’s check. Quite recently this man was located by our 
detective agents in the Scott County jail at Davenport, Iowa. 
While they were confirming the identity of the prisoner he 
escaped by cutting a hole through the roof of his cell and by 
the use of a ladder made from a blanket he was able to 
reach the ground, seventy-five feet below. At present he is a 
fugitive. 


REMOVED 


FORGERS 


Alm, Nels—Committed suicide in jail. 

Baldwin, Frank E.—Fugitive. 

Barrois, Sidney T.—Discharged, effected restitution. 
Bernard, Joe—Fugitive. 

Blair, Rose—Restitution made and released. 

Claugh, Fred—Effected restitution; charges withdrawn. 
Colyar, J. L.—7 years’ probation. 

Caulfield, Robert R.—3 years’ probation. . 

Crabtree, H. B.—Released, insufficient evidence to prosecute. 
Farris, Jim—2 years, State Penitentiary, Jefferson City, 


Mo. 


Godsinow, Mrs. Helen J.—Released, insufficient evidence to 
prosecute. 

Kendall, Harry J.—7 days, House of Correction, Chicago, 
Ill. 

Krellberg, Sherman S.—Discharged. 

Mains, Victor M.—3 years, State Reformatory, Boonville, 
Mo. 

Manning, C. B.—Paroled for 2 years. 

Olliger, Mark—Discharged, grand jury failed to indict. 
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Pfannkucken, Louis—Fugitive. 
Poindexter, James E.—Case dismissed. 
Reiss, Sigmund L.—Indeterminate, State Reformatory, 


Elmira, N. Y. 
Sackler, Isadore—Suspended sentence. 
Strother, F, A——Fined $200 and paroled. 
Telford, Roy A.—Released, insufficient evidence to convict. 
Vincent, Alfred B.—1 to 14 years, State Penitentiary, San 
Quentin, Calif. 
Williams, W. A.—Discharged, grand jury failed to indict. 
Woods, W. W.—Released on habeas corpus writ. — 


BURGLAR AND HOLDUP ROBBERS 


Brady, Jim—lIndeterminate, Colorado State Penitentiary, 
Canon City, Colo. 

Debotha, Carl—Suspended sentence. 

Lang, Arthur—Escaped. 


STATISTICS OF THE PROTECTIVE DEPARTMENT 
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How High Is the Tariff? 


By PHILIP G. WRIGHT 
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Comparitive Tables a Help But a More Satisfactory Answer Must 
Await the Conduct of Business Under the New Act. Six Principles 
Which Guided Congress Produced Apparent Inconsistencies. Con- 
sumer Regarded As a Producer Who Will Receive General Benefits 


HE Tariff Act of 1922, which 

has just become law, is char- 

acterized by inconsistencies 

which might lead one to assume a 

lack of principle on the part of its 
framers. 

Sugar received a rate of duty 
higher than in any act since 1883 
while blackstrap (crude molasses) 
received a rate much lower than 
that imposed even under the “free 
trade’ Underwood Act, and in the 
bill as reported by the Senate Com- 
mittee was made free. 


Wool and Cotton 


Raw wool received a duty higher 
than in any preceding act while raw 
cotton, even the long staple variety 
whose sponsors were clamorous for 
Becton, remained on the free 
ist. 

Dyes barely escaped an embargo 
and received a rate which is claimed 
in many cases to amount to an em- 
bargo while potash is to remain 
free of duty. Yet dyes and potash 
resemble each other to the extent 
that they were both war industries 
and previous to the war had been 
imported from Germany. 

Upon cutlery was imposed a 
nearly prohibitory duty, while agri- 
cultural implements are to be free. 


Both are manufactured products, 
mainly of iron and steel. 


Iron and Lumber 


Pig iron, a crude, basic raw ma- 
terial for manufacturing of all 
kinds was withdrawn from the free 
list and made dutiable while lumber, 
a crude product occupying about the 
same place in the industrial scheme 
as pig iron, was suffered to remain, 
with only a provisional retaliatory 
clause affixed. 

Examples might be multiplied, 
but these inconsistencies should not 


be charged to a lack of principle . 


but rather to a superabundance of 
principles which interacted in the 
framing of the bill and often con- 
flicted. These principles may be 
briefly enumerated as follows: 

1. The dominating motive was 
protection to the American pro- 
ducer. 

In nearly every paragraph 
of every schedule some American 
producer received first considera- 
tion, though sometimes one pro- 
ducer was given consideration at 
the expense of another. Scant 
courtesy was afforded importers 
and consumers. As to consumers, 
though some speakers attempted at 
once to hunt with the hounds and 
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run with the hares by claiming that 
high duties did not make higher 
prices, the general theory appeared 
to be that the same individuals who 
were consumers were also pro- 
ducers and would be sufficiently 
cared for if attention were given 
to them only in the latter capacity, 
and that in any event the “era of 
good times” which was to be ush- 
ered in by the tariff would some- 
how diffuse itself throughout the 
whole community. 


Tempering 


2. Tempering and moderating a 
too extravagant grant of protection 
were several factors. 

First, the need of revenue. Du- 
ties were not to be so high, except, 
perhaps, in the case of certain “key” 
industries as actually to kill impor- 
tation. 

Second, there lurked in the back- 
ground a reminiscence of the public 
resentment which had followed the 
increased duties of the McKinley 
and Payne-Aldrich Acts as mani- 
fested in the following elections. 

Third, as in all protective acts, 
accommodation had to be attempted 
between conflicting interests. Often 
protection to one industry meant 
injury to another which used its 
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finished product as a raw material. 
To the latter might be given a com- 
pensatory duty but this did not help 
it in its export trade. 

3. The need of increased revenue, 
while operating to prevent duties 
from being placed so high as to 
kill importation, operated also to 
increase duties in many cases to 
the maximum = revenue-yielding 
point. 


The Farmer Bloc 


4, The emergence in politics of 
the “Farmer Bloc” exercised a pro- 
found influence upon the act. The 
avowed policy of this bloc to pro- 
mote the interests of the farmer 
without regard to the welfare of 
other classes resulted in the free ad- 
mission, or admission at as low a 
rate as could be obtained, of articles 
essential to farmers in the pursuit 
of their business, and a high duty 
on the products of the farm. 

5. There was a strong sentiment 
in favor of imposing an embargo, 
or a duty so high as to amount to 
an embargo, upon certain “key” in- 
dustries regarded as of vital na- 
tional importance especially in case 
of war. 


Equalizing Costs 


6. Acquiescence by other mem- 
bers of the committee in rates urged 
by a fellow member as of impor- 
tance to some of his constituents 
and incidentally to himself. This 
can hardly be dignified as a prin- 
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The foreign value in the United 
States currency. 

Landing charges (including freight, 
insurance, etc.). 

The rate and amount of the present 
duty. 

The rate and amount of overhead 
and profit on landed cost including duty. 

The selling price of the foreign ar- 
ticle in the United States. 

The selling price of: the comparable 
domestic article. 

The rate in the House bill on the 
basis of American valuation. 

The rate under the Act of 1909. 


With this report before it the 
Senate Committee examined item 
by item the House rates and raised 
or lowered them with a view, first, 
to reducing them to the basis of 
foreign valuation, and, second, to 
the determination of a rate, so 
based, of sufficient magnitude ‘to 
make the price of the foreign article 
plus transportation charges, duty, 


*It may be remarked in passing that the 
application of the above plausible principle 
for fixing duties is, if rigorously followed, 
simply to forego all economic advantage from 
international trade. Each country has a 
comparative advantage over other countries in 
the production of certain articles. This com- 
parative advantage springs from_ natural 
resources, differences in soil and climate or 
in the dispositions and aptitudes of the people, 
and manifests itself in a lower cost of pro- 
duction. The economic advantage of inter- 
national trade arises from the exchange by 
each nation of the articles in which it has a 
low cost of production for the articles of 
low cost of production in another nation. By 
this process each nation gets its commodities 
with a minimum expenditure of human effort 
in the forms of labor and capital. Levying 
a duty equal to this difference in costs, there- 
fore, exactly neutralizes all advantages. 
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overhead, and profit equal to the 
price of the domestic article.* 


Tariff Experts 


In this task of equalizing costs 
the experts from the Tariff Com- 
mission were in constant requisition. 
They were able greatly to assist the 
Committee not only in this task but 
also in harmonizing rates between 
interrelated commodities. The com- 
mission was not authorized under 
the law creating it to suggest rates, 
but it could determine a derived rate 
based on a rate already established. 
With a given rate on raw wool, 
for example, it could determine 
what rate should be placed upon a 
certain grade of cloth to compen- 
sate the manufacturers for the duty 
on raw wool. 

Departures from the Payne-Al- 


drich rates in the direction of high- 


er duties were in a large measure 
due to the pressure of the “Farmer 
Bloc.” Its power was made mani- 
fest by the passage of the Act of 
May 27, 1921 (the Emergency Tar- 
iff), which greatly increased duties 
on a large number of agricultural 
products. For the most part the 


emergency rates were at least re-— 


tained and in many instances in- 
creased in the permanent act which 
has just gone into effect. The table 


TABLE 1 


ARTICLE Act of 1922 


Emergency 


Act of 1913 Act of 1909 


Tariff 


ciple, yet the final determination of 
hundreds of rates was the result of 
a sort of “higgling” between mem- 
bers of the committee. 

To adjust the conflict inherent in 
the first two principles mentioned 
above, the general principle em- 
ployed was that of equalizing costs 
of production, with a predisposition 
not to exceed the Payne-Aldrich 
rates. An elaborate tabulation 
known as the Reynolds report was 
prepared for the Senate Committee 
on Finance in which for all com- 
modities subject to ad valorem du- 
ties the following data were se- 
cured: | 


Free 
20c. per bu. 
Free 
Free 


30c. per bu. 
40c. per bu. 
15c. per bu. 


35c. per bu. 
30c. per bu. 
15c. per bu. 


25c. per bu. 
25c. per bu. 
15c. per bu. 
25c. per bu. 
(41.6c. per 100 lbs.) 
2c. per lb. 
1c. per lb. 


Rice (Cleaned) 
Lemons 


1c. per lb. 
18 to 70c. per 
package 
Free 


2c. per lb. 
2c. per lb. 


2c. per lb. 1%c. per lb. 


7c. per lb. Free Free 
Having a staple of 1% 
inches or more in length. 

Wool (Unwashed) 31c. per lb. of 

cleaned content 

Sugar, 96° Centrifugals. . 

2.206c. per lb. 

1.765c. per lb. 


1/6c. per gal. 


15c. per lb. 


Class 1—1Ic. per lb. 
Class 2—12c. per lb. 


Free 


2c. per lb. 
1.6c. per lb. 
24% 


1.256c. per lb. 
1.005c. per lb. 
15% 


1.685c. per Ib. 
1.348c. per lb. 
20% 


Cuban duty 

Molasses 
Testingnot above 52% total 
sugars and not to be used 
for the extraction of sugar 
or for human consumption. 

Butter and Butter Sub- 
stitutes 

Milk (Fresh) 

Cheese and Cheese Sub- 
stitutes 


The Working Data 


The country from which imported. 

A description of the foreign article. 

A description of a comparable do- 
mestic article. 


6c. per Ib. 
2c. per gal. 


8c. per lb. 
2%c. per gal. 


2c. per lb. 
Free 


6c. per Ib. . 
2c. per gal. 


5c. per lb. 23% 20% 6c. per lb. 


ae 
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at the left will show for some of 
the more important agricultural 
products the rates under the Act of 
1922, the Emergency tariff, the Act 
of 1913, and the Act of 1909. 


Beef and Potatoes 


It will be noted that in the case 
of flaxseed, beef, potatoes, wool, 
sugar, butter, and milk there is an 
increase not only above the Payne- 
Aldrich rate but even above the 
Emergency tariff. 

The pressure of the “Farmer 
Bloc” is evidenced not only in an 
advance in rates on some articles; 
it was equally potent in securing 
low rates on others. In spite of 
strong pressure by the interests 
concerned, potash and lumber in- 
cluding laths, clapboards, and shin- 
gles remained on the free list. 


Basic Fertilizer 


Potash is a basic fertilizer. It is 
imported in large quantities from 
Germany. When the German sup- 
ply was cut off by the war a con- 
siderable potash industry developed 
in the United States. The potash 
interests were sufficiently strong to 
secure in the House bill a gradually 
diminishing duty for five years. 
This provision was stricken out in 


the Senate, but was restored, with 
the period diminished to three 
years, in the Conference Commit- 
tee. The House, however, ordered 
the bill back to conference with in- 
structions to strike out the proviso 
and restore potash to the free list. 

In regard to lumber it should be 
stated that the pressure for a duty 
came chiefly from the Pacific north- 
west. A large portion, perhaps a 
majority, of the lumber manufac- 
turers themselves stood for free 
lumber. One reason for this un- 
usual attitude on the part of manu- 
facturers was that the waning 
forests had led them to make 
investments in Canada and they 
desired a free American market for 
their Canadian product. 

In the matter of hides there was 
a division of opinion. The ranchers 
of the far west wanted protection, 
but the men who raised cattle in 
connection with general farming 
calculated that they would lost more 
by a high price of leather products 
they they could gain by a duty on 
raw hides and their opinion pre- 
vailed. 
Farmers 


Victory for 


The low duty on molasses shown 
in the table was also a victory for 


TABLE II 


ARTICLE 


17c. per lb. 
3/10c. per lb. 


13{c. per lb. 
1c. per lb. 
50 to 65% 

75c. per ton 


Iron in pigs 


Act of 1922 - 


Act of 1913 Act of 1909 


7c. per lb. 
1/5c. per lb. 


5c. per lb. 
1/10c. per lb. 


1%c. per lb. 
1c. per lb. 
60% 
$2.50 per ton 


Ic. per lb. 
Y4c. per lb. 
45% 
Free 


Coal Tar Products, including|For 2 years 7c. per 


Dyes 


lb. + 50 or 60%; 
Thereafter 7c. per] Explosives free 
lb. + 40 or. 45% j 


30% 20 and 30% 
Explosives 2 and 4c. 


per lb. 


American valuation 


Earthenware (Plain)......... 
Potash (Crude) 
Lumber, including Clap-|Free. 


Wool Blankets 
Valued at not more than 50c. 


per lb. 

Woven Wool Fabrics 
Weighing not more than 4 oz. 
per sq. yd. and valued at not 
more than 80c. per lb. 

Newsprint Paper 

Other Printing Paper 


45% 
Free 
Lumber pro- 
boards, Laths and Shingles.} visionally dutiable 


18c. per lb. +30% 


37c. per lb. +50% 


Ic. per lb. +10% 


55 and 60% 
Free 

Sliding scale from $1.25 
to $2.75 per M ft.; 
Clapboards, $1.25 per 
M; Laths, 20c. per M; 
Shingles, 50c. per M. 
22c. and 383c. per lb.+ 

30 and 35% 


35% 
Free 
Free 


25% 


25 to 40% 33c. and 44c. per lb. + 


50% 


3/16 and 3/10c. per Ib. 

5/10 and 8/10c. per lb. 

Valued above 5c. per lb. 
15% 


the “Farmer Bloc.” The sugar in- 
terests of Louisiana desired and ob- 
tained a high duty upon molasses 
both in the Emergency tariff and in 
the Fordney bill as it passed the 
House. The House rate (a sharply 
ascending sliding-scale rate) is re- 
tained in the final form of the act 
except upon molasses not testing 
above 52 per cent. total sugars and 
“not imported to be commercially 
used for the extraction of sugar, or 
for human consumption.” This low 
grade molasses (blackstrap) is ex- 
tensively used for cattle feed and as 
a raw material for industrial al- 
cohol. The Senate Committee put 
it on the free list. In the Confer- 
ence Committee it was given a low 
rate of duty—1/6 of a cent per 
gallon, equivalent to from 6 to 10 
per cent. on Cuban blackstrap— 
lower even than the rate under the 
Underwood Act. In addition to 
these specific instances the “Farmer 
Bloc” exerted a steady pressure to 
reduce rates generally upon manu- 
factured articles. 


The Case of Dyes 


_ The most striking instance of a 
high duty for the purpose of pro- 
tecting a “key” industry is found 
in the case of dyes. Before the 
war dyes were imported chiefly 
from Germany. The war, cutting 
off this source of supply, practically 
created the American industry. 
This achievement involved not only 
heavy investment and the assem- 
bling of many skilled laborers but a 
vast amount of chemical research 
and experiment. The Germans, 
long in the field,. had at their com- 
mand a store of scientific informa- 
tion which must be rediscovered 
and put on a commercial basis by 
their American competitors. Until 
this has been accomplished Ger- 
many was at a great advantage. 
Dyes are coal-tar products: so also 
are explosives. There is a close 
connection between the chemical 
processes involved. To many Am- 
ericans besides the dye manufactur- 
ers it seemed of vital importance 
that the domestic dye industry 
should be preserved at all hazards 
because of its close relation to na- 
tional defense. A similar sentiment 
had already led England and 
France to embargo dyes, and the 
United States had followed suit in 
the Emergency Act of 1921 with a 
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temporary embargo, granting, how- 
ever, the right to import under spe- 
cial license when importers could 
show that the particular dye in 
question could not be obtained 
from domestic sources. The fight 
for a continuation of this tempo- 
rary embargo was carried on in 
connection with the present act and 
powerful pressure was brought to 
bear upon both Houses of Con- 
gress. It ultimately failed, but so 
persistent was the dye lobby that 
even after the embargo had been 
repudiated in the draft of the bill 
submitted to the Conference Com- 
mittee, it was able to induce the 
committee to report with a dye em- 
bargo embodied in the bill. The 
House, however, voted to refer the 
bill back to the committee with in- 
structions to strike out the para- 
graph. The embargo was lost but 
the duties substituted are said in 
many cases to amount to a virtual 
embargo. 

The final resultant of all these 
higglings and pressures is the pres- 
ent act, a measure highly, but not 
consistently, protective. The many 
changes in classification and in the 
basis for computing duties make a 
direct comparison with preceding 
acts difficult, but a few items may 
be cited to show the general ten- 
dency. Table II should be read in 
connection with the rates shown in 
Table 1. 

In the Payne-Aldrich Act the 
manufacturers of wool goods re- 
ceived much protection disguised in 
what was supposed to be merely a 
compensatory duty. Schedule K 
was one of the “scandals” of the 
act. In the present act, while the 
duty on raw wool is high, the com- 
pensatory duty is no more than suf- 
ficient and the net protection is at 
least open to view. 


Average Rate 


When an act has been in opera- 
tion for some time, it is possible to 
compute an “average rate” by di- 
viding the total revenue by the total 
imports. Computed by this method 
the average rate on all dutiable 
goods under the Payne-Aldrich Act 
for the years during which it was 
in operation was 40.7 per cent., and 
on all goods (free and dutiable), 
19.4 per cent. Similar averages for 
the Underwood Act are 27.2 per 
cent. and 92 per cent. respectively, 
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and for the combination of Under- 
wood Act and Emergency tariff, 
29.4 per cent. and 11.4 per cent. 


Treasury Estimate 


In applying this method, how- 
ever, it should be noted that, as 
many of the rates are specific, the 
equivalent ad valorems will de- 
crease with rising prices. Under 
the Underwood Act the averages 
on dutiable goods decreased from 
37.6 in 1914 to 16.4 in 1920, and on 
all goods from 14.9 in 1914 to 6.4 
in 1920. Hence as prices are now 
on a higher level than before the 
war even if the present act should 
show an average no higher than 
the Payne-Aldrich, that average 
would indicate a much higher 
range of duties. 

Treasury experts estimate that 
the new act will yield about $400,- 
000,000 a year in revenue, half of 
which will be derived sfrom the 
following four items: 


Sugar, $87,000,000. 

Raw wool, $63,000,000. 
Tobacco, $35,000,000. 

Laces and embroideries, $15,000,- 
000. . 


Mr. McCoy, actuary of the 
Treasury, figures that on its face 
the average as obtained above will 
show somewhat lower than the 
Payne-Aldrich average, but that as 
many of the rates are so high as to 
be inoperative and hence incapable 
of affecting such an average, the 
actual averages of rates as written 
is higher than a similar average for 
the Payne-Aldrich Act. The higher 
range of prices will also tend to 
make the former type of average 
appear lower. 

An innovation in the present act 
is the provision giving the Presi- 
dent power to raise or lower rates 
not more than 50 per cent. in order 
to adjust them to changing relative 
costs of production, the facts as to 
costs of production to be obtained 
by the Tariff Commission. 

It is difficult to obtain domestic 
costs of production and will prob- 
ably prove impossible for foreign 
costs except in a few cases. It is 
likely that in most cases the best 
that can be done will be to infer 
costs from prices as was done in 
using the Reynolds report. Even 
if costs can be accurately ascer- 
tained a difficulty will arise. The 
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experience of the Tariff Commis- 
sion brings out the fact that no two 
establishments manufacture at the 
same cost. In applying a rate of 
duty to equalize costs which costs 
should be compared? A President 
of protectionist leanings will be dis- 
posed to compare a low foreign cost 
with a high American cost, impose 
a high duty, and thus accord pro- 
tection even to the more inefficient 
domestic producers, while a Presi- 
dent of free trade proclivities, pur- 
suing an opposite course, will feel 
justified in fixing a rate which will 
accord protection only to the mor 
efficient. 
It is too early to pass judgment 
upon the merits of the act as a 
whole. The effects of tariff legis- 
lation depend largely upon the psy- 
chologic reaction of the business 
world. If the measure of protection 


accorded by the act restores con- — 


fidence in the future, and this res- 
toration of confidence results in an 


era of prosperity, the people are 


likely to pass a favorable judgment 
in spite of the high rates of duty 
and probably higher prices. On the 
other hand, if the business world 
remains skeptical and the period of 


unemployment and depression still © 


continues, the higher prices are 
likely to lead to a reaction and the 
act will share the fate of its high 
protective predecessors, the McKin- 
ley and Payne-Aldrich tariffs. 


The Exhibits 


Chief in interest among the ex- 
hibits at the convention headquar- 
ters in the Commodore Hotel was 
that of the Federal Reserve Bank 
System, which included some com- 
manding presentations of the eco- 
nomic work of the bank, 
pictorial explanations of all that is 
involved in business by the creation 
and cancellation of a draft. In- 
cluded in this picture was a fifteen- 
minute motion picture, “The Fed- 
eral Reserve,” which, while simple 
in treatment, possesses high educa- 
tional value as it presents in an un- 


mistakable manner through a series _ 


of town and country pictures— 
ranging from an alfalfa field to a 
bank vault—just how the Federal 
Reserve functions, giving a compre- 
hensive view of its operations and 
the usefulness to the business of the 
average man—both employer and 
employee. 


and ~ 
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Grand Central Terminal—With the Headquarters Hotel at the Right 


Convention Broke All Records 


An Unprecedented Gathering of Bankers Contributed by Their Presence and 
Their Counsel to The Series of Conferences on Finance, Economics and Business 


such a convention of the 
American Bankers Associa- 
tion as the forty-eighth annual con- 
vention which opened in New York 
on October 2. In point of attend- 
ance it exceeded all expectations, 
over 8,300 being registered on 
Monday, and on Friday the regis- 
tration had risen to 10,600, nearly 
three times the registration of 
some recent years. But of more 
importance than the mere numerical 
magnitude of the convention was the 
uniform excellence of the addresses 
and discussions of the program, and 
the zealous spirit which the bankers 
brought to the work of clearing 
away misunderstandings and mis- 
conceptions relating to the big busi- 
ness problems here at home, and 
those greater problems overseas 
which as long as they remain un- 
solved, directly as ail as indirectly 
affect our own prosperity. The dis- 
cussions of the myriad domestic 
problems, as well as the foreign af- 
fairs, were open and frank. 


BN) each before has there been 


Internationalism was a dominant 
note of the conference and was 
voiced at the first of the gatherings 
—the Clearing House—by Presi- 
dent McAdams, when he said, 
“America cannot live by herself. 
The time has passed when we can 
sit by the side of the road and watch 


Convention Proceedings 


The November issue of the 
Journal of the American Bankers 
Association will be an unusually 
large number devoted to the pro- 
ceedings of the main convention 
and the various divisions and 
sections thereof. It will be placed 
in the mails on the usual mailing 
date, the tenth of the month, and 
containing as it will a report of 
the best banking thought of the 
year, on every activity of bank- 
ing, it should be an _ unusually 
interesting number both for those 
who attended the convention and 
those who were unable to be 
present. 

If extra copies are desired they 
should be ordered by November 1. 


the rest of the world go by and not 
care what happens.” 

Notwithstanding the endless at- 
tractions of the city, and in addition 
the many attractions offered under 
the head of entertainment, not the 
least of which was the choice of 
fifty golf courses in New York and 
New Jersey, the attendance at the 
meetings and conferences was good. 
The great crowd had more in mind 
than a holiday in the metropolis— 
the main thought was the opportun- 
ity for business counsel which the 
week offered. It was in every sense 
a convention of business opportun- 
ity to which the average banker 
came to assist in shaping the direc- 
tion of business through uncharted 
courses. 

Though the delegates began to ar- 
rive Saturday and on Sunday and 
Monday came in an unprecedented 
rush, the scope and detail of the 
plan for registration and for taking 
care of them was such that the ca- 
pacity of the machinery of the con- 
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vention organization was sufficient 
to meet the demands made upon it. 

The mail of the delegates was 
suggestive of the size and impor- 
tance of the crowd. The special 
convention postoffice on the ball- 
room floor of the Commodore 
handled day by day more “general 
delivery” mail, it was claimed, than 
the general postoffice of this city. 

Literally the bankers came in 
ship-load and train-load, and found 
a convention that was satisfactory 
in every sense—satisfactory in 
the hospitable entertainment of the 
guests; satisfactory, too, in 
that which is the essential ob- 
ject of every such conference, 
counsels which advanced bank- 
ing thought and will aid in the 
clarification of business prob- 
lems. 

The delegates and their 
guests were made to feel that 
coming to New York was not 
coming to a strange place, for 
as Seward Prosser, president 
of the Bankers Trust Com- 
pany, expressed it in the salu- 
tatory of the convention book, 
“most of us who live here 
come from your own home 
towns.” New Yorkers had a 
genuine pleasure in entertain- 
ing friends from their own 
home towns and in sitting 
down with them for the solu- 
tion of common problems of 
business and banking. 

The registration included bankers 
not only from every state and every 
city in the country, but from prac- 
tically every small town in the 
country, and a number of financiers 
from overseas. 

Texans came by ship. From 
Dallas and from Houston delegates 
traveled to New Orleans in special 
cars and from there sailed on the 
Atenus, by way of the Bahamas 
and Havana. Three days were 
spent in the latter city. From San 
Francisco, Los Angeles and other 
parts of California came a delega- 
tion of unusual size. The delegates 
from Oklahoma and Arkansas 
stopped in St. Louis and were en- 
tertained by a committee of local 
bankers, of which John G. Lons- 
dale, president of the National Bank 
of Commerce, was chairman. Then 
the guests came to New York by 
way of Niagara Falls. 

The Wisconsin party, headed by 
John H, Puelicher, left Milwaukee 


in special cars and at Chicago joined 
the Oklahoma bankers and were for 
a day the guests of the Buffalo bank- 
ers. Michigan, Indiana, Nebraska, 
Iowa and the city of Toledo dele- 
gates came in special cars. 

Unusual plans were made to the 
end that the visitors might feel the 


hospitable touch of their hosts as 
soon as they arrived in New York. 
At the opening of the convention, 
Guy Emerson, the convention man- 
ager, had a functioning staff of 
nearly a thousand men and women. 

To begin with, men were sta- 
tioned at the railway and steamship 
terminals to help delegates on ar- 
rival. When the delegates reached 
their hotels they were met by repre- 
sentatives of the hospitality service, 
who obtained information on name, 
title, bank, city, state and members 
of party. This information was at 
once telephoned back to the hos- 
pitality headquarters, which were 
established in the rooms of the New 


York Chapter of the American In- 
stitute of Banking, where it was 
taken by typists. They made four 
copies of these names. One went 
to a representative of the commit- 
tee, several hundred of whom had 
been organized for telephone ser- 
vice. This representative at once 
called up the delegate, person- 
ally welcomed him to New 
York and gave him such pre- 
liminary information as would 
add to his comfort and con- 
venience. This was usually 
accomplished within fifteen 
minutes of the arrival of the 
delegate. It required 400 men 
to extend such a welcome to 
11,600 delegates scattered in 
more than 100 hotels. 

If the delegate found his 
room unsatisfactory and so re- 
ported it to the representative 
of the Committee of One Hun- 
dred who had welcomed him 
to the city, the machinery was 
set in motion to get whatever 
changes made that were hu- 
manly possible to satisfy the 
delegate. This required 
twenty-five men at the hotel 
headquarters. 


Headquarters 


At the Hotel Commodore, 
the headquarters hotel, the 
delegate found several hun- 
dred young men and women in ~ 
charge of registration, the ex- 
hibits, information, etc. As 
the week progressed he found 
that men had been drafted from the 
banks to serve as ushers at the gen- 
eral sessions, as attendants at the 
smoker, on board the boats on the 
trip to West Point and at all ses- 
sions and functions. - 

The convention published a daily 
paper, which was printed every 
night and which the delegates found 
at their door every morning. 

Each night during the conven- 
tion there were printed the names of 
the delegates who registered up to 
six o'clock of that day. These 
names were printed alphabetically © 
by names, alphabetically by states 
and alphabetically by hotel, and re- 
quired sixteen pages, half the size 
of an ordinary newspaper. Each 
morning there was a recapitulation 
of names. These lists were dis- 
tributed to the delegates each morn- 


ing. 
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The personnel in the information 
booths had to be supplied with loose- 
leaf books containing complete in- 
formation about the convention, 
such as the names of the New York 
banks which are members of the 
American Bankers Association, 
their addresses, telephone numbers, 
names of president and chairmen, 
etc.; complete entertainment and 
business program, also shopping 
service. This book contained 
seventy-five sheets of mimeo- 
graphed copy. 

When a city assumes the responsi- 
bility to entertain a convention of 
the American Bankers Association 
it assumes a big job. But it is a 
job that New York is wonderfully 
well equipped to handle if the limit- 
less facilities of the city are organ- 
ized by those who understand 
them. There is no city in the world 
today where better service can be 
had. To arrange for the comfort of 
over 11,000 guests away from their 
homes in a way to give a true im- 
pression of the sincere hospitality 
felt by New Yorkers for their 
friends from out of town, is a major 
operation. Our city is busy. The 
pressure of all the various business 
units that go to make up the life of 
a great metropolitan center is al- 
ways heavy. 


The Spirit of the Convention 


The spirit of the convention is 
splendidly exemplified through a 
brief address, delivered by John H. 
Puelicher, the incoming president, 
at a luncheon of the Committee of 
One Hundred to the Executive 
Council of the Association at the 
Waldorf Astoria, Tuesday, October 
3, when speaking on “The Leader- 
ship of Successful Men.” Mr. 
Puelicher said: 

“Tt is fitting that the convention 
of the American Bankers Associa- 
tion should this year be held in New 
York. Here beats the very heart of 
our financial and economic life. 
Here we bring into our councils the 
financial leadership of our land. 

“The chaos in Europe is political. 
It has grown out of racial hatreds 
and economic differences. We have 
racial groups in America. We 
have economic differences in Amer- 
ica. Will these, too, become polit- 
ical? 

“We accept the blessings and 
privileges of our government. Do 
we defend its principles and insti- 


tutions? Do we inculcate American 
ideals, American concepts in the 
hearts of our people? Are we jeal- 
ous guardians of an American citi- 
zenship? Are we creating and fos- 
tering a national zeal for service in 
the cause of country, developing 
American leadership — American 
statesmanship, that bears in its heart 
the dream of the fathers for this 
land? Or, is our business dearer to 
us than is our state? 


Secretary Mellon 


Please extend my greetings to 
the members of the American 
Bankers Association in convention 
in New York and express to them 
my appreciation of the way in 
which they have worked together 
to bring the country through this 
difficult period of post-war read- 
justment. 

It has been the fixed policy of 
this government since the war not 
only to balance its budget at the 
end of each fiscal year, but to 
provide for the gradual liquida- 
tion and funding of the war debt. 
In order to avoid spectacular re- 
funding operations, disturbing to 
the country, the Treasury has 
offered, at convenient intervals 
during the last eighteen months, 
short-term notes which were used 
to retire Victory notes and other 
early-maturing obligations. 

The response which these offer- 
ings have met on the part of 
banks and the investing public 
has been reassuring both as re- 
gards the Treasury’s plans for re- 
funding of the early-maturing 
debt and also as regards the 
soundness of financial conditions 
in the country at large. It leads 
me to believe that a foundation 
has been laid for an early and 
healthful revival of business along 
normal lines. 


A. W. MELLON, 
Secretary of the Treasury. 


“In material achievement the 
American is a leader. To him much 
has been given. From him much 
should be expected. As have been 
his gains so should be his gifts. 
Civic listlessness and indifference 
bring ruin. 

“No nation continues great that 
reverences only the material. We 
must interweave with the material 
the intellectual and the spiritual, for 
on this triad rests governmental 
stability. Has not the time come 
when the thought, the courage, the 
talents which create business lead- 
ership must be given to the creation 
of civic leadership? 


“History records no instance of — 
masses leading themselves, Lead- 
ers always have arisen. Leaders 
will arise in America—good or bad 
—as we choose. We look aghast at 
what we regard the misleading of 
many of our people. Yet in our 
sense of security we raise no dis- 
senting voice. 

“The zeal which has made the 
American great in business must 
make him great in statesmanship. 
As he has devoted himself to his 
business so must he devote himself 
to his state. He must lead Ste 
many in love of work, in respect for 


-work, to success through work. He 


must lead or be led. There are 
many leaders of failure and discon- 
tent. Discontent leads to destruc- 
tion. 

“But who would dare by failure 
in his duties of citizenship to par- 
ticipate in the destruction of glo- 
rious America?” 


Opening Session 


The great convention hall of the 
Commodore Hotel was filled when 
the first session of the main conven- 
tion was called to order Tuesday 
morning by President McAdams. | 
This session bristling with interest 
was indicative of the convention as 
a whole, for every meeting had an 
unprecedented attendance. 

In the first of the principal ad- 
dresses on the program of the main 
convention, “The American Bank- 
er’s Responsibility Today,’ Thomas 
W. Lamont, of J. P. Morgan & 
Company, presented an _ interna- 
tional banker’s point of view with 
regard to the duty of the United 
States and the world problem. In 
conclusion he said: 


Thomas W. Lamont 


“Finally, do not forget that as the 
nations of Europe face great dan- 
gers America, too, is facing a crisis, 
though of a different order. We 
have gained great power. With 
the power goes weighty responsibil- 
ity. Have we discharged it? For 
the period of the World War my 
answer is yes, a thousandfold yes. 
For the period since the armistice 
can anyone of us search his heart 
and answer yes? We have, it is 
true, offered criticism to the nations 
of Europe. We have shouted ad-~ 
vice across to them. But we have 
been timid and fearful of petty en- 
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tanglements. Now we _ have, it 
would seem, come to the parting 
of the ways. Shall we meet the 
responsibility that has come with 
our power or shall we fail? Shall 
you and I give our mind, our under- 
standing and our sympathy to these 
problems or shall we stand aside and 
add to our national stock of gold? 
Shall we urge upon our national 
government active cooperation in 
the counsels of the Mother Country 
and of the Old World? Or shall 
we keep silent? 


Shall Much Be Required 


“Nineteen hundred years ago it 
was that St. Paul said: ‘For unto 
whomsoever much is given, of him 
shall much be required.’ And a 
little before there was One who 
said: ‘With what measure ye mete, 
it shall be measured to you again.’ 
What shall we measure for our- 
selves? Shall it not once more be 
the courage that is America’s tra- 
dition? Shall it not be the generos- 
ity as well as the justice that, among 
all the nations of the earth, will in 
truth and name make America 
First ?” 


Ambassador Herrick 


Ambassador Myron T. Herrick, 
on his way back to his diplomatic 
post in Paris, was called before the 
convention and spoke briefly but 
earnestly, expressing his faith that 
in the present crisis, as in all past 
crises, the American bankers would 
come to the aid of the world. Mr. 
Herrick is a former president of the 
American Bankers Association and 
was warmly greeted by his old asso- 
ciates, 


Dr. George E. Vincent 


An address of intense interest and 
of broad application was that by 
Dr. George E. Vincent, director of 
the Rockefeller Foundation. He 
created a ripple of humor when he 
directed attention to the fact that 
while others have deliberated over 
great problems overseas, health 
authorities have, through the 
League of Nations, been steadily 
working to prevent the spread of 
disease to western Europe from the 
east, and to safeguard civilization 
from epidemics likely to follow in 
the wake of the great war. Dr. 
Vincent drove home in a most em- 
phatic manner the fact that the 


public health of each and every com- 
munity had a direct relation to the 
business and prosperity of every 
community and he suggested that 
the conservation of public health in 
a practical manner would on the 
part of the banker be both a civic 
duty and a matter of good business. 


Convention of High Points 


In a convention of such uniform 
excellence and containing in every 
moment and in every session so 
much of broad public interest, it 
would manifestly be impossible to 
touch upon high points. This was 
a convention in which all points 
were high. 

The reports from the various Sec- 
tions and Divisions revealed a uni- 
form growth and progress and a 
vigorous prosecution of plans for 
the betterment of these various de- 
partments. The illustrated talk, 
“Industrial and Trade Conditions,” 
by Fred I. Kent, was one of the out- 
standing contributions of the day. 


President Harding’s Letter 


President Harding had consid- 
ered attending this convention of the 
Association. Unable to do so, he 
sent the following letter to Presi- 
dent McAdams, which the latter 
read at Tuesday morning’s session: 
“My Dear Mr. McApams: 

“Public duties and personal cares 
seem to have combined to render im- 
possible, once more, my acceptance 
of the invitation to the annual gath- 
ering of the American Bankers As- 
sociation. My regrets are the more 
poignant, because I hoped to be able 
to say some few things to your 
members on this occasion, 

“T have so many times expressed 
my admiration and appreciation of 
the part which the banking interests 
played during and following the 
war that I do not need to remind 
you of my sentiments in that re- 
gard. Rather, I wish to appeal to 
your great organization in behalt 
of my conviction that another, a 
more inclusive, and perhaps a more 
difficult opportunity of service is 
today presented to you. 


Extend Cooperation 


“To the patriotism, steadfastness 
and right thinking of its financial 
leaders, the country has owed very 
much in connection with financing 
the war, and later in restoring sta- 
bility, confidence and _ security 
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throughout our economic structure. 
The banking community has always 
cooperated splendidly in dealing 
with these problems. But today our 
country, the world, all human kind, 
are demanding that this cooperation 
be extended to wider realms; to 
those social, moral, ethical prob- 
lems which are crying for under- 
standing attention. They cannot 
be denied; they grow increasingly 
insistent. They call for an appli- 
cation of the same spirit of wise and 
willing cooperation, which is the 
very basis of the bank. 

“IT have often thought of the 
bank as first among modern insti- 
tutions of social unification. On 
the basis of a complete confidence 
in its integrity and aims, it aggre- 
gates together in vast, available 
masses, the scattered bits of credit 
and resources which otherwise 
would be unavailable for great un- 
dertakings, and makes possible the 
huge producing organizations 
which characterize the modern in- 
dustrial community. We have 
come to times which require a like 
aggregation of the social sense, the 
ethical ideals, the moral inspirations 
and the best intelligence, in order 
to promote the true welfare of men 
individually and in communities. 


Invites Assistance 

This I have come to regard as the 
most pressing requirement of our 
day; and to its accomplishment I 
invite the assistance of you men 
who have been foremost among so- 
cial cooperators. The world is not 
given to rewarding those who serve 
it, with opportunities for ease and 
pleasure. Instead, on those who 
have been tested and found useful it 
is wont to place yet greater burdens. 
To full share in these obligations I 
am now urgently inviting you. By 
experience, knowledge and aims, 
you bankers are peculiarly equipped 
to render largest service in this 
wider sphere. It has long been my 
observation that the leadership of 
the banking forces in the local com- 
munity is ever effective and devoted 
to community welfare; and the 
same helpful relationship must be 
maintained throughout the nation, 
and in the nation’s outside relations. 


Sane Expenditures 


Therefore in recommitting our 
people to sane expenditures, to ways 
of economy and thrift, to the con- 
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sideration of municipal and national 
problems in that conscience which 
builds the temple of confidence, the 
banking forces must lead, and we 
must have the widest commitment 
to the prudence, the deliberate un- 
derstanding and the preference for 
useful service, which make for the 
security of our people as a whole. 

“The banker in extending credits 
looks not alone to the schedule of 
his customer’s tangible assets. He 
gives thought also to moral consid- 
erations, to those elements of char- 
acter which constitute the most 
commanding of all securities. So 
he is concerned to help develop 
these qualities throughout his con- 
stituency. Every good citizen 
aspires to the same end, and there- 
fore it is permissible to impose a 
special obligation on the bankers, 
organized and trained as they are in 
such affairs, to take a very special 
part in this work. 


Help to Guide 


“There is everywhere a disposi- 
tion to scrutinize, to question, to ex- 
amine minutely into social and eco- 
nomic institutions; to interrogate 
methods of human integration and 
procedure which have been so long 
accepted as to have seemed axiom- 
atic. We shall gain nothing by 
charging that this spirit proceeds 
from malevolence and testifies a 
disordered state of mind. We ought 
to recognize that it largely repre- 
sents sincere wish to improve con- 
ditions. History teaches that blind 
effort to obstruct such movements 
has often produced momentary dis- 
aster, but never prevented ultimate 
advance. The world is too old, and 
ought to be too wise, to resort to 
such tactics now. Rather, its best 
intelligence should be given to open- 
minded cooperation in every earnest 
project of inquiry and analysis 
which looks to the general better- 
ment. “Thus will its most capable 
leaders help guide society away 
from pitfalls and dangers, while 
keeping it moving on the upward 
path. I count the men of your pro- 
fession as among such leaders; and 
I know that whoever can effectively 
impress you with the full .impor- 
tance of the duty I am suggesting 
will find satisfaction in the prompt 
and eager response which will come 
to him.” 

Most sincerely yours, 


Warren G. Harvine. 


Sir Reginald McKenna 


The convention listened with pro- 
found interest to the presentation 
of ‘Reparations and International 
Debts” subject as presented by the 
Rt. Hon. Reginald McKenna, chair- 
man of the London Joint City & 
Midland Bank, Ltd., of London. 
Few men are able to look upon his 
great subject from the same em- 
inence as does Sir Reginald Mc- 
Kenna, and the audience of Ameri- 
can bankers listened in admiration 
to the temperate, impassionate man- 
ner in which he discussed the plight 
of England’s old enemy and its 
means of paying. 


Branch Banking 


A point of great interest in the 
convention was the debate on the 
question, “Shall national banks 
be prevented from establishing 
branches in their home cities where 
this privilege is exercised by state 
banks?” 

The discussion was opened by 
Andrew J. Frame, chairman of the 
Board of the Waukesha National 
Bank of Waukesha, Wis., who spoke 
against permitting branches, and 
by Waldo Newcomer, president of 
the National Exchange Bank of 
Baltimore, Md., who spoke in favor 
of branches. They were followed 
by a number of five-minute speakers 
on each side, and at the conclusion 
of the debate the following resolu- 
tion was adopted: 

“Resolved, By the American 
Bankers Association, that we view 
with alarm the establishment of 
branch-banking in the United States 
and the attempt to permit and le- 
galize branch-banking; 
hereby express our disapproval of 
and opposition to branch-banking 
in any form by state or national 
banks in our nation. 

“Resolved, That: we regard 
branch-banking, or the establish- 
ment of additional offices by banks, 
as detrimental to the best interests 
of the people of the United States. 
Branch-banking is contrary to pub- 
lic policy, violates the basic prin- 
ciples of our government, and con- 
centrates the credits of the nation 
and the power of money in the 
hands of a few. 


Governor Allen 


Governor Henry J. Allen of Kan- 
sas both entertained and instructed 


that we. 


the convention in his address, dis- 
cussing the industrial affairs of his 
state and the industrial court estab- 
lished to mimimize labor troubles 
and promote justice. 

In referring to the Federal Re- 
serve System, he said, “I am glad 
to stand as a citizen of the Middle 
West to pay tribute to the enduring 
thing we have builded in this great 
country, through the establishment 
of this system.” Sir Frederick Wil- 
liams Taylor of the Canadian Bank- 
ers Association spoke in defense of 
the branch bank system of Canada. 


Divisions and Sections 


In the meetings of the Divisions 
and Sections contributions to the 
success of the convention were 
made by such men as John 
McHugh, president of the Mechan- 
ics and Metals National Bank of 
New York; L. F. Loree, president 
Delaware & Hudson Co.; Eugene 
Meyer, Jr., of the War Finance 
Corporation; Marshall Cousins, 
Commissioner of Banking of Wis- 
consin; President Nicholas Murray 
Butler of Columbia University; 
James S. Alexander, president Na- 
tional Bank of Commerce of New 
York; Frank A. Munsey of New 
York, and Alvin W. Krech, presi- 
dent of the Equitable Trust Co. of 
New York, reports of whose ad- 
dresses will be printed in the No- 
vember JOURNAL. 


Wm. E. Knox, Vice-President 


The following officers were 
elected for the ensuing year at 
Wednesday’s session: President, 
John H. Puelicher, president Mar- 
shall & Isley Bank, Milwaukee, 
Wis.; First Vice-President, Walter 
W. Head, president Omaha Na- 
tional Bank, Omaha, Neb.; Second 
Vice-President, William E. Knox, 
president Bowery Savings Bank, 
New York City.- 


The Day at West Point 


The great river steamer, the | 
Washington Irving, was wholly | 
inadequate to convey all those who | 
signified their intention of making — 
the trip to West Point. An addi- | 
tional steamer, the Sandy Hook, | 
was engaged, and besides that, pro- 
vision was made for two special 
trains. 


j 
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Keep the Credit for a Crisis 


By GEO. L. BROWNING 


President Liberty National Bank, Oklahoma City 


If Famine or War Should Come, the Allied Debt Would Give Us a 
Needed National Reserve Purchasing Power—Credit the Only Medium 
Through Which an Adequate Purchasing Power May Be Created 


banks must maintain large re- 

serves; that mercantile houses 
and manufacturing concerns must 
create reserves ; that all sound busi- 
ness enterprises must accumulate 
reserves with which to enable them 
successfully to meet great emer- 
gencies and crises which arise from 
time to time in the course of 
human events. 
Our nation is now 
prosperous. The 
United States ap- 
parently is inde- 
pendent and at 
present can exist 
without outside 
aid, but the un- 
certainties of the 
future make it 
impossible to de- 
termine how soon 
our country may 
enter into a pe- 
riod of great fam- 
ine or a period of 
war when our 
Own _ resources 
would be insuf- 
ficient to meet our 
needs. A national 
reserve purchas- 
ing power is nec- 
essary to guaran- 
tee the perma- 
nency of our gov- 
ernment and the 
prosperity of our 
country. 

The number of 
ways in which a 
large reserve pur- 
chasing power 
may be created is 
limited. It can- 
Mate be done 
through the 
accumulation of 
money or gold. 
Already we have 
accumulated _al- 
most 50 per cent. 
of the world’s 


[' is universally recognized that 


= 


monetary gold supply—entirely too 
much of the world’s gold for the 
good of America and those na- 
tions whose interchange of com- 
modities we seek. Though we 
should retain all our present gold 
stock and gain additional amounts, 
even then this gold reserve for pur- 
chasing purposes would not last 
long in time of stress like that ex- 


_ “I'll Put It Away for’a Rainy Day”, 
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perienced by Europe during the 
war. In other words, the accumu- 
lation of gold gives us a very inade- 
quate reserve purchasing power 
when the day of gloom and need 
comes. Goods and merchandise 
can be accumulated and a small 
amount held in reserve, but such 
commodities being perishable, a re- 
serve purchasing power of this na- 
ture would be im- 
practicable and at 
most would suffice 
for only a few 
months. Should 
we face a serious 
famine or war it 
is probable we 
would require all 
our own products 
and have little to 
exchange for for- 
eign supplies. 
Since there are 
but three recog- 
nized interna- 
tional media of 
exchange, gold, 
goods and_ cred- 
its, it leaves cred- 
its the only me- 
dium through 
which an _ ade- 
quate reserve pur- 
chasing power 
may be created. 
The recent war 
was fought and 
won through the 
use of credit. Had 
the United States 
and other coun- 
tries been unwill- 
ing * to’ extend 
credit to the Allies 
they would not 
have had the pur- 
chasing power to 
‘procure the essen- 
tials for carrying 
on the war with 
the Central Pow- 
ers. If ever the 
United States 
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faces such a problem as confronted 
Europe, we, financially, shall be at 
the mercy of others unless we are in 
position to command foreign credit. 
If we were engaged in warfare, it is 
possible that neutral countries would 
finance our operations through cus- 
tomary credit channels, but, on the 
other hand, they might not be so 
inclined. If we cancel the Allied 
war debt we shall lose a reserve 
purchasing power which might re- 
sult in defeat rather than victory 
in an emergency such as Europe 
passed through and such as we may 
face in the near or distant future. 

To attempt to collect the Euro- 
pean debt at this time or any time 
soon would bring disaster, any 
serious student of economics will 
agree. We should not attempt to 
collect any of the principal now but 
should convert the entire indebted- 
ness into long time bonds at a 
minimum rate of interest, these 
bonds to be held in Uncle Sam’s 
treasury until national events de- 
mand use be made of them. (If 
plans could be found whereby the 
government bonds could be con- 
verted into industrial bonds of is- 
suing nations, the conversion would 
be desirable.) It is contended that 
cancellation is necessary for the 
financial restoration of Europe. 
This, we believe, is a mistaken view. 
The conversion of this indebtedness 
into long time bonds places no im- 
mediate burden on the countries is- 
suing the bonds other than the pay- 
ment of interest, which admittedly 
should be at a very low rate. No 
doubt a substantial portion of this 
interest would be returned to the 
interest paying nations in payment 
for entertainment and education 
furnished Americans visiting their 
countries. Our people need to be 
broadened and to understand the 
interdependence of nations, and 
certainly the expenditures for travel 
in our debtor countries should re- 
sult in national good. 

The European peoples owing us 
approximately eleven billion dollars 
have not had their productive power 
destroyed, and in case we enter a 
crisis similar to theirs, they will 
have the opportunity to repay us in 
high priced goods, just such as we 
furnished them. Just as England 
dumped back into our markets three 
or four billion dollars of English 
owned American securities, we 
could return to our debtors the se- 


Paul Thompson 


JUSTICE WILLIAM R. DAY 


Member of the United States Supreme Court, 
Designed as Umpire of Mixed Claims Commis- 
sion Between United States and Germany 


curities owned by us, using the pro- 
ceeds to obtain those things neces- 
sary to aid us in war, famine or 
other national emergency, whatever 
it might be. Of course, we would 
hope never to be obliged so to make 
use of these bonds but who is wise 
enough to predict just what the next 
fifty or one hundred years may 
bring forth? 


The Credit Reserve 


“Though we should retain all 
our present gold stock and gain 
additional amounts, even then 
this gold reserve for purchasing 
purposes would not last long in 
time of stress like that expe- 
rienced by Europe during the war. 
In other words, the accumulation 
of gold gives us a very inadequate 
reserve purchasing power when 
the day of gloom and need comes. 
Goods and merchandise can be ac- 
cumulated and a small amount 
held in reserve but such commodi- 
ties being perishable, a reserve 
purchasing power of this nature 
would be impracticable and at 
most would suffice for only a few 
months. Should we face a serious 


famine or war, it is probable we 
would require all our own prod- 
ucts and have little to exchange 


for foreign supplies. Since there 
are but three recognized inter- 
national media of exchange, gold, 
goods and credits, it leaves credits 
the only medium through which 
an adequate reserve- purchasing 
power may be created.” 


Not only should the reserve of 
eleven billion dollars derived from 
the Allied debt be retained, but in 
addition it would be well to increase 
the reserve to an amount equal to 
twenty or twenty-five billion dollars. 
This can be done by our citizens 
going to South America, Mexico, 
China, Russia and other nations, 
when conditions permit, with their 
investments, developing those coun- 
tries industrially and commercially. 
An expansion of this kind would be 
of material advantage to America as 
fundamentally the investments are 
not of gold and money but are in- 
vestments of commodities produced 
through increased activity of physi- 
cal and mental energy of our citizen- 
ship. The greater the exercise of 
physical and mental energy, the 
greater will be the happiness of our — 
people. If within the next fifteen 
or twenty-five years we can build 
up a diversity of foreign investments 
scattered throughout the entire 
world, amounting to twenty or 
twenty-five billion dollars, our coun- 
try will find itself in the strongest 
position ever occupied by any na- 
tion, with a reserve purchasing 
power never before equaled in his- 
tory. 

The cancellation of the Allied 
debt to the United States might 
make our position as a nation less 
secure. The expansion of our for- 
eign trade through the extension of 
credits to countries other than 
Europe is necessary if our nation 
is to prosper and our world-wide 
influence and power are to continue. 


Trade of the United States with 
Turkey and the Turkish people 
amounts to over 100 million dollars 
aeveals 


Effective at the close of business Sep- 
tember 16, the name of Los Angeles 
Trust & Savings Bank was changed to 
the Pacific Southwest Trust & Savings 
Bank in order to provide a title more 
descriptive of the institution, following 
the merger on July 1 of twenty banks 
in twenty-four cities in that portion of 
the Pacific-Southwest located in Califor- 
nia, with the Los Angeles Trust & Sav- 
ings Bank. 


New Features of a Great Bank Building 


Vaults of Federal Reserve Bank of New York Are Below 
Tidewater, and Are of a Nature to Withstand Any Known Method 
of Attack. Strongest and Cheapest of Its Type. 
Cylinders on Vertical Axes. Give Greater Protection Than Old Style 


HE building now in course of 

construction for the Federal 

Reserve Bank of New York 
in the center of the financial dis- 
trict of lower Manhattan embodies 
many unusual architectural fea- 
tures which, while giving to it the 
impression of massiveness and the 
dignity necessary for bank struc- 
ture, have permitted the use of a 
very simple design, a type of con- 
struction ordinarily seen in loft or 
office buildings. The result has been 
the erection of one of the largest 
banking structures in the world 
much along the lines of a modern 
commercial building, thus making it 
a valuable asset to the Federal Re- 
serve Bank. 

The fact that the building is large, 

occupying almost a full city block, 
made unnecessary any attempt at 
ornamental work which might de- 
tract from the impression of dig- 
nity and power which the solid 
mass, fifteen stories high, will give. 
The architecture of mediaeval Flor- 
ence was the direct inspiration for 
the character of the building. The 
heavy stonework at the base of the 
building lends to it a fortress-like 
appearance, which, in a sense, 1S 
what a bank should exemplify. 

In selecting the stonework for 
the exterior of this structure the 
architects discovered in the quarries 
large quantities of stone for which 
there was no market because the 
stones were not of a solid color, but 
bore streaks of blue, buff and grey. 
Not only could this stone be pur- 
chased cheaply, but it was exactly 
what was needed. The large ex- 
panse of wall was devoid of orna- 
ment and the combination of colors 
in the stonework gives it a variety 
which has unexpected value. 

In the erection of the stonework 
a scheme was devised by which 
large stones of the darker hues were 
used in the lower portions of the 
walls while towards the top of the 
building smaller and lighter col- 
ored stonework is to be placed. The 
effect of this coloring will be to in- 


crease the impression of strength 
and security given by the type of 
the design itself. 

Within the walls the building 
will compare rather more closely 
with a modern office building than 
with the ordinary bank building, 
with the exception, of course, of the 
vaults. The heaviest part of the 
operations of a Federal Reserve 
Bank centers in departments where 
a large number of clerks handle an 
enormous volume of routine work, 
such as counting bonds and money, 


Federal Reserve Bank of New York 
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Doors Are Huge 


sorting and listing notes, bills, cur- 
rency and checks. Such depart- 
ments have but little intercourse 
with the general public and do not 
require elaborate quarters, but they 
should have plenty of light and ade- 
quate working spaces. For this 
reason there is an almost entire lack 
of ornamental treatment in the 
working spaces, and floor plans 
have been made flexible to permit 
of future changes or expansion. 

To facilitate the movement of this 
large body of clerks in and out of 
the building and to avoid contact 
between employees and the public, 
there will be employees’ entrances 
on the opposite side of the building 
from the entrance for the public. 
Also the elevators will be so ar- 
ranged as to make it possible to set 
apart certain groups for the exclu- 
sive use of employees during the 
periods in the morning, at noon and 
in the evening, when the demand for 
elevator service is heaviest. 

In the Federal Reserve Bank, as 
in every other bank, the vaults will 
be of especial interest. In plan- 
ning the new home of the New 
York bank it was realized that the 
vaults must of necessity be of ex- 
ceptional strength and size. The 
bank now sometimes holds as much 
as five billion dollars in cash and 


securities. So inadequate are its 
present vaults that this vast 
amount is now stored in eleven 


separate vaults in four different 
buildings. The new vaults must not 
only be large enough to store all 
this with ample room for expansion, 
but there must be working spaces 
within these vaults. To adequately 
house the Custody Department and 
the cash and securities it was neces- 
sary to plan for vaults in the new 
structure which will occupy three 
levels, with doors on each level 
reached by special corridors con- 
nected with automatic security ele- 
vators. 

The entire vault will be below 
tidewater level, an additional factor 
of safety, because of the sur- 
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rounding water beyond the solid 
reinforced concrete walls. The 
type of construction adopted for 
the walls of the vaults is the result 
of a series of tests of different types 
of vault construction conducted by 
the Federal Reserve Board in 1920 
and 1921. At these tests every kind 
of modern vault construction was 
subjected to the action of such 
powerful agents of destruction as 
TNT, dynamite, oxyacetylene 
torches, and jackhammer or pneu- 
matic drills. The Federal Reserve 
banks were enabled, as a result of 
these tests, to add greatly to the 
strength of their vaults and at the 
same time to reduce their costs. It 
is believed that the vault of the 
Federal Reserve Bank of New York 
will be not only by far the strongest, 
but also the cheapest for its size 


ig is to be expected that men big 

enough and patriotic enough to 
have seen the situation so clearly 
that they gladly went to war, 
knowing full well its possibilities,are 
still, as a body, men too big to want 
to have anything done in their name 
that might actually destroy the 
country’s prosperity. It is unlikely 
that the average man who had 
elected to lay down his life if need 
be is going to find it very difficult 
to give up the hope of a mere bonus 
as long as the granting of that 
bonus would be an undermining of 
the country he loves. If it were pos- 
sible to conceive that President 
Harding was moved by political 
consideration in dealing with the 
bonus bill it would also be possible 
to believe that he would see that it 
would be poor political strategy. as 
well as poor economics and poor 
patriotism, to sanction a distribution 
of billions, which are not in hand 
and for the provision of which Con- 
gress shrank and evaded. The re- 
action of public opinion following 
the publication of the veto demon- 
strates that courage in combatting 
political expediency or an excess of 
emotional gratitude is not wasted 
courage. Were it generally under- 
stood by all concerned that the 


ever built. The area of each vault 
level is approximately 60 feet by 
l2batcer: 

The vault doors are of a revolving 
type instead of swinging on hinges. 
Each door is a massive steel 
cylinder, 9 feet in diameter, spin- 
ning on a vertical axis inside of a 
steel frame which, in turn, is se- 
curely embedded in a 10-foot rein- 
forced concrete wall. A passage- 
way, 4 feet wide, is cut entirely 
through the cylinder, and when the 
door is closed the passageway runs 
lengthwise with the wall. The op- 
erating mechanism of the doors has 


become simplified ; a lowering plat- 


form is not required, and there will 
be no bulky mass swinging out into 
the passageway adjacent to the 
opening, as is the case with a hinged 
door. In view of the necessity for 


The Bonus Veto 


bonus would in the long run not be 
a help, but would be a harm, the 
issue would have died long ago. 

“It is sometimes thoughtlessly 
urged,” wrote President Harding, 
“that it is a simple thing for the 
rich republic to add four billions to 
its indebtedness. This impression 
comes from the readiness of the 
public response to the government’s 
appeal for funds amid the stress of 
war. It is to be remembered that 
in the war everybody was ready to 
give his all. Let us not recall the 
comparatively few exceptions. Citi- 
zens of every degree of competence 
loaned and sacrificed, precisely in 
the same spirit that our armed 
forces went out for service. The 
war spirit impelled. To a war 
necessity there was but one answer, 
but a peace bestowal on the ex- 
service men, as though the supreme 
offering could be paid for with cash, 
is a perversion of public funds, a 
reversal of the policy which exalted 
patriotic service in the past, and 
suggests that future defense is to be 
inspired by compensation rather 
than consciousness of duty to flag 
and country.” 

How grave a thing the granting 
of the bonus would be is guardedly 


carrying on a considerable amount 
of business inside of the vault walls, 
a very complete ventilating system 
has been designed for exhausting 
the foul air and to supply fresh air 
to all three vaults. 

The Federal Reserve Bank of 
New York will really have a twenty- 
story building, though only fifteen 
floors rise above the street level. 
Such extensive excavation was 
necessary for the foundation work, 
and particularly for the vaults, that 
it was found to be an economy to 
complete the excavation of the en- 
tire space within its walls and to’ 
utilize this space for five basements. 
In this way space has been secured 
at a minimum cost which can be 
used for storage, for the heating 
and power plants, and for general 
utility purposes. 


stated in the last paragraph of the © 
veto wherein President Harding de- 
clared: 

“The simple truth is that this bill 
proposes a government obligation 
of more than four billions without a 
provision of funds for the extraor- 
dinary expenditure, which the exec- 
utive branch of. the government 
must finance in the face of difficult 
financial problems, and the complete 
defeat of our commitment to effect 
economies. I would rather appeal, 
therefore, to the candid reflection of 
Congress and the country, and to 
the ex-service men in particular, as 
to the course better suited to further 
the welfare of our country. These 
ex-soldiers who served so gallantly 
in war, and who are to be so con- 
spicuous in the progress of the re- 
public in the half century before 
us, must know that nations can only — 
survive where taxation is restrained 
from the limits of oppression, where. 
the public treasury is locked against _ 
class legislation, but ever open to 
public necessity and prepared to 
meet all essential obligations. Such 
a policy makes a better country for 
which to fight, or to have fought, 
and affords a surer abiding place in 
which to live and attain.” 
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Is Deposit Guaranty a Settled Policy? 


The Experience of Kansas. 


By C. M. HARGER 


Has a Fund of $733,430 But Com- 


missioner Does Not Know Whether or Not That Sum Will Be 
Exhausted by Payment of Coming Liabilities. Operation of Guar- 


anty Laws in Other States. 


IGHT states—Kansas, Okla- 
K homa, Nebraska, Texas, 

North Dakota, South Dakota, 
Mississippi and Washington—have 
adopted statutes providing for guar- 
anty of bank deposits. The systems 
vary in detail but all have been 
formulated under the same influ- 
ence, that of the legislators to assure 
their constituents safety in protec- 
tion of savings. 


Under Unstable Conditions 


Naturally, the idea had its incep- 
tion as a working proposition in 
states where settlement was com- 
paratively new and where banking 
Operations were conducted under 
the unstable conditions that affect 
every community where develop- 
ment is in its formative stage. 
Kansas, for instance, had previous 
to 1909 many bank failures growing 
out of the depression of the nineties. 
Some of the banks had been man- 
aged by men unfamiliar with bank- 
ing and the losses were heavy. The 
guaranty of deposits was long de- 
bated and finally provision for a 
guaranty fund optional with the 
state banks was adopted. Those 
joining should pay into the fund 
$500 for each $100,000 of average 
deposits, a minimum of $500, and 
one-twentieth of one per cent. an- 
nually on average deposits until the 
fund would reach “approximately 
$500.000” (increased in 1919 to 
$1,000,000) to be invested in sound 
securities, 


In Effect 12 Years 


The guaranty law has been in ef- 
fect twelve years. The cash fund 
now amounts to $733,430.79. Of 
this $62,223.86 is interest received 
from investment of the fund by the 
State, 2 per cent. being thus cred- 
ited, though the state receives 3% 
per cent. on its surplus funds. The 
fund also has $1,143,292 in bonds 
on deposit with the state treasurer, 
provided as a reserve. 


For several years after the adop- 
tion of the guaranty law Kansas 
had few bank failures. Those that 
occurred were the result of rascality 
and the losses were not serious. It 
seemed that the guaranty law had 
done wonders to insure safety for 
depositors and state bank deposits 
steadily increased. A provision of 
the law that guaranteed banks could 
not pay in excess of 3 per cent. on 
time certificates lessened the evil of 
promising high interest to obtain 
deposits, as happened in_ states 
where such limit was not made. 
This temptation was always present 
in the early days of the guaranty 
and was in a measure responsible 
for reckless management of banks 
which indulged in such tactics. 
While experience has shown evasion 
of the regulation the general effect 
has been salutary. 

The Kansas law provides that 
when a bank becomes insolvent the 
bank commissioner shall take it over 
in toto, issuing to all depositors cer- 
tificates of indebtedness for the 
total amount of the depositors’ ac- 
counts, covering, of course, only 


THE KANSAS LAW 


“The Kansas law provides that 
when a bank becomes insolvent 
the bank commissioner shall take 
it over in toto, issuing to all de- 
positors certificates of indebted- 
ness for the total amount of the 
depositors’ accounts, covering of 
course only guaranteed items. 
These certificates draw 6 per 
cent and dividends as declared 
from the assets are credited to 
them. However, deposits on time 
certificates on which a stated rate 
of interest is allowed receive 
only that interest rate. The 
effect of the provision is to pro- 
long the payments of depositors’ 
certificates until the receivership 
is closed. Only then can the bank 
commissioner draw on the guar- 
anty fund. Since the adoption of 
the law only one receivership, a 
failure in 1913 which cost the 
fund $28,701, has been closed.” 
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Probable Trend of Future Legislation 


guaranteed items. These certifi- 
cates draw 6 per cent. and dividends 
as declared from the assets are cred- 
ited to them. However, deposits on 
time certificates on which a stated 
rate of interest is allowed receive 
only that interest rate. 


Defers Payments 


The effect of the provision is to 
prolong the payments of depositors’ 
certificates until the receivership is 
closed. Only then can the bank 
commissioner draw on the guaranty 
fund. Since the adoption of the 
law only one receivership, a failure 
in 1913, which cost the fund 
$28,701, has been closed. It ex- 
pected that several others will be 
ended by January 1, 1923. Thus 
the fund is practically intact, though 
with large accumulated claims 
against it which must be met. 

The figures of certificates out- 
standing are misleading. For in- 
stance, a bank with $100,000 depos- 
its guaranteed fails; certificates are 
issued for the $100,000. The assets 
may pay off $75,000 of these—in 
some instances all depositors are 
paid—and only the balance will 
come from the guaranty fund. 


Loss Unknown 


Bank Commissioner Foster F. H. 
Foster says: “As I cannot deter- 
mine with any degree of accuracy 
what amount can ultimately be 
realized from the failed banks, I 
cannot make even an approximate 
estimate of the ultimate loss to the 
guaranty fund, but no doubt it will 
be large and may exhaust the 
$733,430 cash on hand and may call 
for extra assessments.” 

The present problem is that of 
the deposits that legitimately come 
under the guaranty. In the case of 
recent large failures the courts have 
been appealed to to settle this. 
Bonuses, in one instance, were paid 
to secure deposits, the depositor be- 
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lieving that in event of failure of 
the bank he would not lose. This 
evil and others should be regulated 
by the legislature and Bank Com- 
missioner Foster will ask the com- 
ing legislature to rewrite the law to 
set forth definitely just what ac- 
counts are to be protected and un- 
der what conditions. 


In Texas 


Similar questions have arisen in 
Texas where the guaranty law has 
been in effect as long as in Kansas, 
since 1910. Commissioner Chap- 
man gives a very good account of 
the operation of the law during the 
twelve years. He says: 

“The total amount paid out to 
date during the operation of the 
fund is approximately $8,000,000, 
brought about principally through 
the failures of the last two years, 
we having nominal assets of $20,- 
000,000, the liquidation of which 
will repay a large proportion of this 
amount. The assessment has never 
reached the maximum in any one 
year. Our fund only protects the 
non-interest bearing and unsecured 
deposits. We have, at this time, a 
permanent fund of $2,700,000 in 
cash and exchange. The maximum 
which we can accumulate is $5,000,- 
000. The total amount of claims 
unpaid is very small. All non- 
interest bearing and unsecured de- 
positors who have filed approved 
claims have been paid. The claims 
not protected will naturally be paid 
through dividends accruing in the 
course of liquidation. The number 
of failed banks since the guaranty 
fund has been in existence totals 
fifty-five. Some of these have been 
reorganized and rehabilitated, either 
through reopening or new charters. 
At this time we have 981 banks, of 
which 948 are guaranty fund banks, 
the others being guaranty bond 
banks. Every state bank must avail 
itself of either the guaranty fund 
or the guaranty bond system. The 
guaranty bond requires that a bond 
be placed to secure its depositors 
and has not proven popular through- 
out the state. 


Waco Conference 


“Our guaranty fund has success- 
fully withstood the very trying times 
of the last few years, has never had 
its permanent fund impaired and is 
strongly intrenched in the minds of 
the depositing public in this state. 


At a recent conference’ of. state 
bankers in Waco, at which over 600 
representatives were present, the 
guaranty fund plan was endorsed 
unanimously.” 

Texas bankers also are asking 
that the legislature definitely specify 
if all deposits or only those unse- 
cured shall be guaranteed and just 
what public moneys shall come un- 
der the protection. 


North Dakota 


North Dakota has had a some- 
what trying experience. A recent 
statement says that 65 state banks, 
with aggregate deposits of over 
$10,000,000, have been closed out 
of a total of 666 banks. Nine- 
teen of the institutions have been 
reopened, leaving 46 suspended, 
with approximately $8,000,000 of 
deposits, of which $4,000,000 was 
covered by the guaranty law. The 
guaranty fund itself amounted to 
$426,000, while the accruing inter- 
est on the $4,000,000 reaches 
$200,000 annually, making a serious 
problem for the solvent banks to 
face. There is discussion of a plan 
to issue state bonds and take up the 
indebtedness due guaranteed depos- 
itors of the failed banks, but this is 
doubtful of adoption. The bankers, 
however, insist that some way out 
will be found and the state’s credit 
upheld. The depression of the past 
two years, together with political 
disquietude, have given the bankers 
a most serious trial and the guar- 
anty system has been especially 
hard hit. 

These examples are typical of the 
experience in other states, including 
Oklahoma, whose condition was 
graphically set forth in the Jour- 
NAL recently. The same process of 
financial difficulty has covered the 
entire agricultural district—the dis- 
trict where guaranty of deposits 
has secured its foothold. Whether or 
not the guaranty membership is com- 
pulsory, the same general trend of 
events has followed. First was a 
gathering of a fund with few de- 
mands upon it; then a series of sus- 
pensions coming out of the deflation 
period when shrinking deposits 
added to inability to collect loans 
gave the bankers sleepless nights. 
That combination of circumstances 
is not yet ended, but the strain is 
less. Here and» there are banks 
whose endeavor to collect agricul- 
tural loans will demand every pos- 


sible resource to save them from 
suspension. However, the agri- 
cultural section is steadily, if slowly, 
beating back and we shall probably 
see much better conditions than dur- 
ing the two years just past. 


Where Does It Start? 


In view of the test that has come 
to it during the first decade of its 
trial where does the guaranty law 
stand? Is it to be a permanent 
policy of banking and _ cover 
eventually the entire country? 

In the territory where it has been 
a part of the banking system two 
positive opinions exist. One, held 
by national bankers generally, and 
by some state bankers, especially in 
states where the burden has been so 
overwhelming, is that it has failed 
to prove itself. They allege that it 
has led to reckless banking, or at 
least to methods that involved un- 
usual chances. It is not fair to 
state that all the failures, however, 
were due to intentional recklessness ; 
the greater part were due to condi- 
tions the banker could not antici- 
pate. He loaned on cattle at prices 
seemingly firm and saw the value 


of his security decrease 40 to 60 — 


per cent.; he did not foresee the 
deflation in prices of agricultural 
products and the lessened income 
of the farmer. The national banks 
generally have larger resources in 
commercial paper and suffered less 
depreciation, being able also more 
easily to secure funds to meet the 
decrease in deposits. — 

The banker who is in straits may 
find in the popular confidence in the 
guaranty of deposits a method of 
extending his operations unwisely 
with a hope of retrieving his for- 
tunes. 
perhaps gives him added opportun- 
ity. While not encouraging reckless 
banking directly, it is claimed that 
it does open slightly the door for 
evasion of the strict tenets of finan- 
cial integrity. The fact that the na- 
tional banks have had less failures 
than state banks in commonwealths 
with the guaranty laws is given as 
an example of more rigid manage- 
ment without any favors. It does 


| 


If he is unscrupulous, it — 


not appear in Kansas, where the | 
test of the law has been most com- | 
plete, that the guaranty law has — 
worked any hardship on national — 


banks in securing deposits. 
classes exist in every town of size 
side by side and both prosper. 


ai 


Both . 
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Weaknesses Known 


The experience of the decade has 
demonstrated weaknesses in the 
laws of states adopting the guar- 
anty. It was originally an experi- 
ment and the statutes were formu- 
lated with little precedent. When 
the laws are rewritten they will 
doubtless make unsecured open de- 
posits the chief object of the pro- 
tection with somewhat modified 
regard for time deposits drawing 
interest and for such classes of de- 
posits as are of a semi-trust fund 
nature. Efforts will be made to re- 
strict the operation to such limits as 
will adequately protect the every- 
day depositor and encourage con- 
fidence in the banks. A North 
Dakota banker said, “It would take 
a braver man than I to advocate the 
enactment of a guaranty law at this 
time if we did not have it and with 
our present knowledge of its work- 
ings, yet I am not willing to say it 
could not be made effective.” 

The attitude of the public in 
states adopting the system is in 
favor of the guaranty law. The 
public would resent any attempt to 
repeal the statute and it might have 
an unfavorable effect on bank con- 
ditions were it done. The depositor 
has been educated to believe in the 
idea, without going into the philos- 
ophy of the principle on which it is 
based. The public looks at such 
matters directly and with little 
analysis. During the past two years 
banks have all through the agricul- 
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tural sections pressed their bor- 
rowers in an effort to liquidate 
outstanding credits. The average 
customer believes that the bank is 
almost uniformly profitable, usually 
attributing failures to bad manage- 
ment or rascality. It takes a super- 
ficial view of banking principles 
and conditions and grasps only the 
obvious. Responding to this senti- 
ment, legislators will be slow to re- 
trace the steps taken toward 
compelling the banks to insure their 
depositors. 

States that have seen banks in- 
volved heavily in guaranty fund 
losses will probably work out some 
method of squaring accounts with 
depositors, in whole or part. Those 
that have kept within reasonable 
limits, either through better plan- 
ning or less serious financial depres- 
sion, also will have learned helpful 
lessons. The guaranty of deposits 
seems likely to stay, though with 
modifications and limitations that 
will lessen the burden on. solvent 
banks. The principle, however, de- 
spite disapproval from many 
sources, will probably remain in op- 
eration in states where it has once 
been adopted, because of a public 
sentiment which holds banks to 
be self-sufficient unto themselves. 
Probably states that have not al- 
ready entered on the system will be 
slow to take it up, the example of 
those with serious conditions de- 
terring present action. If, however, 
there can be evolved a method by 
which the public demand can be sat- 
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isfied, with such strict inspection 
and such limitation of responsibility 
as will reduce losses to a minimum, 
it may be expected that we shall see 
further expansion, 


Banks of Farm States 


Unquestionably the banks of the 
farm states have seen in the past 
two years a crucial test of banking 
methods. The coming winter will 
see efforts to readjust the guaranty 
laws to more workable forms, pos- 
sibly with some limitations of their 
operation, yet holding the favor of 
the public in the integrity of their 
deposit accounts. Toward that end 
bank commissioners and leaders in 
banking affairs are working, rather 
than toward repeal of the provisions 
now existing. The acceptance of 
the system by other states will 
doubtless wait for further expe- 
rience under readjusted conditions. 
The states that have begun the task 
of establishing guaranty of deposits 
are likely to feel that it is their duty 
to bring the plan to a workable 
method if possible rather than 
abandon the effort. Whatever the 
objections—and they are many— 
the promise has gone forth and 
bankers feel that it should be re- 
deemed if practicable. Having as it 
does advertising value and weaken- 
ing the excuses for hoarding of 
currency, it is, hundreds of bank- 
ers feel, worth all it costs if it can 
be formulated on a sound, equable 
basis. 


Referendum on Par Collection 


The Chamber of Commerce of the 
United States has submitted to the 
1,400 affiliated business organiza- 
tions the question whether the col- 
lection of checks at par should be 
made a universal practice through- 
out the country. The referendum 
is based upon a report made to the 
National Chamber by a special com- 
mittee, which made a study of this 
question. In the opinion of the 
committee, the practice of certain 
banks in making a charge usually 
one-eighth to one-tenth of 1 per 
cent., in remitting to their reserve 
bank in payment of checks drawn 
upon them by their depositors 
should be discontinued. 

The committee found that not 


_ only the 9,726 member banks in the 


reserve system were remitting at 
par, but also 18,792 non-member 
banks, whereas the number of non- 
member banks not remitting at par 
was 1,932. 

“If charges were actually made 
by all banks remitting to reserve 
banks,” said the committee’s state- 
ment, “their aggregate would be 
very large and a burden upon com- 
merce; for the total items handled 
by reserve banks in 1920 reached 
$157,000,000,000. One-tenth of 1 
per cent. would be $157,000,000 on 
this volume. If only the interest of 
the banks which now wish to make 
charges were considered it is ob- 
vious they would not profit through 
a system under which all banks 
made charges for remittance; for 


the cost of collecting checks depos- 
ited by their customers would then 
be as great as the amount they 
would receive ‘from remitting 
against checks drawn by their cus- 
tomers. 

“The committee is of the opinion 
that this problem should be solved 
from an economic standpoint as 
speedily as possible and has little 
fear that the laws passed by six 
states in an endeavor to support non- 
member banks in their charges for 
remittances will be pushed in legis- 
latures of other states, or can have 
considerable effect. The questions 
at issue are national in character 
and if they cannot otherwise 
be solved they should be settled 
through national legislation,” 


Advertising at the Banker’s Desk 


By GUY EMERSON 


Vice-President National Bank of Commerce in New York 


Not the Banker’s Job to Pass on Advertising Policies, But 
the Report He Has Been Unsympathetic with Advertising Is 


Untrue. 


The Commercial Banker As a Custodian of Funds, Re- 


payable on Demand, Is Not Justified in Taking Long Chances 


UCH has been said, of late, 
M and many printed pages 

have been consumed in ask- 
ing and answering the question, 
“What does the banker think 
of advertising?’ The following 
answer is suggested, because it ap- 
pears that the position and view- 
point of the banker on this matter 
have never been analyzed with ex- 
actness. 


Undoubtedly, as the importance 
of the great business of advertising 
becomes more accurately defined, 
bankers will understand it, in its 
broad outlines, as they are obliged 
by the nature of their work to un- 
derstand the fundamentals of all 
vital branches of business. The 
magnitude of the business of ad- 
vertising and the importance it plays 
in producing profits entitle it to 
serious consideration. But the 
banker’s function in determining 
either the Whether or the How 
Much of a customer’s advertising 
appropriation rarely is, and rarely 
will be, a dominating one. As will 
appear in what follows, it will be in- 
creasingly necessary for bankers to 
understand, in general terms, the 
size and importance of the adver- 
tising business. In many instances, 
too, bankers will need to know 
something of advertising in detail, 
as applies to the needs of specific 
lines of business., But the position 
taken in this article is that, broadly 
speaking, it is not, and never will 
be, the banker’s job to pass upon 
the advertising policy of the com- 
panies to which his bank is lending 
money. If this is taken as a start- 
ing point, the importance of the 
banker’s relationship to the business 
of advertising may be further devel- 
oped without incurring the danger 
either of the over-emphasis or the 
under-emphasis which characterizes 
much of the current discussion of 
the question. 


It may be admitted at once that 


few people know much about the 
business of advertising. We all 
read advertisements ; but except for 
an occasional “want ad.” or lost- 
and-found notice the actual creation 
of advertising copy or the thought 
of purchasing advertising space 
never enters our consciousness. 
There is a phrase current in the 
land, “it pays to advertise.” This is 
about as deep as advertising philos- 
ophy goes with the average man or 
woman ; and even this phrase is be- 
lieved rather than applied by the 


The Custodian of Funds 


“It cannot be pointed out too 
often to business men, especially 
those unaccustomed to borrow 
money of banks, that the com- 
mercial banker is the custodian 
of funds repayable to depositors 
on demand; and that, in conse- 
quence, money loaned by banks 
to industry must be loaned on 
short term, on the security of 
paper covering  self-liquidating 
transactions. The banker gets a 
small, fixed fee for his loan. He 
does not participate in the profits 
of the business in which the 
money is used. Therefore, he 
cannot afford to take a substan- 
tial risk of loss. He cannot say, 
‘This is a likely business—we 
will take a flier for a million.’ 
He must say, ‘Is this loan sure to 
be repaid?’ The long chances in 
the world of business must be 
taken by private investors with 
their own funds.” 


conservative majority of our popu- 
lation. If a doctor advertises he 
loses caste. A lawyer or a minister 
cannot advertise except indirectly, 
through writing and speaking on 
matters of public concern. Only 
within comparatively recent times 
have the advertising appropriations 
of industrial enterprises become of 
large permanent business impor- 
tance. Only more recently still has 
the banker considered advertising 
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of value for his own banking insti- 
tution. ; 


The basic reason for this is ap- 
parent. Advertising, like almost 
every business or profession, has 
had to win its standing slowly. 
Doctors and lawyers and bankers 
did not establish their standing in a 
day. It was a process of centuries. 
Advertising, in the early examples 
which have been preserved to us, 
was used to dispense unwholesome 
medicines or even more unwhole- 
some securities. This condition has 
largely been remedied. Great prog- 
ress toward the winning of public 
confidence has been made. By far 
the greater part of advertising in 


the larger city newspapers and in 


the better national magazines is 
honest and sound in its tendency, 
and most of it is effective. There 
are at present many important agen- 
cies, each of which plays a vital 
part in the creation and placing of 
advertising costing clients from a 
million to fifteen millions of dollars 
annually. While the total amount 
expended each year in the United 


States cannot be exactly ascer- — 


tained, it is estimated by Advertising 
and Selling, a magazine devoted to 


the subject of advertising, that dur- — 


ing the calendar year 1919 (which 
may be taken as fairly comparable 


as regards volume of advertising to — 


1921) $1,259,000,000 was spent in 


various kinds of advertising, includ- _ 
ing newspapers, direct-by-mail ad- | 


vertising, magazines, posters, street 
car cards, etc. Of this sum it 1s 


estimated that $855,000,000 was — 
spent in newspapers and magazines. _ 


Obviously the banker is concerned | 


with any economic fact of this mag- 
nitude. 
cerned? 


observe that advertising involves, 
for its full understanding, a more 
than ordinary perception of popu- 
lar reactions—of the production 


Just how far is he con- — 
To give an approximate | 
answer to this question it is well to — 
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through the use of printed words 
of definitely intended results with 
widely different groups of people. 
A few bankers, through tempera- 
ment or special opportunity for ob- 
servation, will be interested in this 
phase of the business of companies 
which are their customers or of 
which they are directors. But to 
most bankers the advertising appro- 
priation will be a matter of results 
measured in dollars and cents. And 
in general it may be said that this 
latter class of bankers will probably 
always be in the majority. 


Job for Specialists 


The banker undertakes to under- 
stand in a thorough way the gen- 
eral principles of a great variety of 
businesses; but he would need to 
be a superman indeed if he were to 
undertake to know as much of op- 
erating details, or of manufacturing 
methods, or of the public demand 
for thousands of articles and com- 
modities, as the men who are run- 
ning these businesses. Decisions as 
to the kind or volume of advertising 
required to market a given product 


_ must be based upon a most thorough 


understanding of the article which 
is being advertised, and a study of 
its relation, at all seasons and un- 
der all conditions, to that fickle 
entity known as the buying public. 
This is a job for specialists. 


May Sound Warning 


As to just how far beyond this 
point it is proper to expect the 
banker of the future to go, opinions 
will differ. The occasion may arise 
when a banker will advise his cus- 
tomer to increase his advertising 
appropriation. But in the very na- 
ture of the banker’s relationship to 


his customer such an occasion will 


berare. In the extreme case, where 
the advertiser is increasing or re- 
ducing his outlay radically, a banker 
may sound a warning and bring 
about a reconsideration. But in the 
common case, where the advertiser 
is making no sharp change one way 
or the other, the banker will hardly 
care to advise his customer whose 
business is on a sound and profitable 
basis as to the amount or the details 
of his copy or as to the publications 
in which he places it. There may 
have been cases where bankers 


called for a reduction of advertising 
~ 


outlay, or made casual comments 
adverse to advertising. But it 
should be stated that such cases are 
rare, for the simple reason that the 
banker usually regards matters con- 
nected with advertising as opera- 
tion matters, to be left, as sales poli- 
cies are left, to the company man- 
agement. The report that bankers 
have, to any important extent, been 
hostile to or unsympathetic with ad- 


- vertising is a false alarm. 


Now to refer. to the exceptional 
case, where it does become the bank- 
er’s duty or interest to investigate 
in detail a question of advertising, 
let us suppose that a largely in- 
creased appropriation is called for, 
or that a company is in financial dif- 
ficulties, so that its affairs are under 
banking supervision. Under such 
circumstances with what attitude 
will the average banker be likely to 
approach the advertising problem? 


Custodian of Funds 


It cannot be pointed out too often 
to business men, especially those un- 
accustomed to borrow money of 
banks, that the commercial banker 
is the custodian of funds repayable 
to depositors on demand; and that, 
in consequence, money loaned by 
banks to industry must be loaned on 
short term, on the security of paper 
covering  self-liquidating transac- 
tions. The banker gets a small, 
fixed fee for his loan. He does not 
participate in the profits of the busi- 
ness in which the money is used. 
Therefore, he cannot afford to take 
a substantial risk of loss. He can- 
not say, “This is a likely business— 
we will take a flier for a million.” 
He must say,-“‘Is this loan sure to 
be repaid?’ The long chances in 
the world of business must be taken 
by private investors with their own 
funds. If the banker is not almost 
always right he will not be a suc- 
cessful banker, for the loss of the 
principal of a few loans will more 
than wipe out the small interest re- 
turn earned on the loans which are 
repaid. This is a detail of the 
banking business which advertising 
men should understand thoroughly 
because it gives the key to an atti- 
tude which is the rule with lending 
officers of banks. This attitude can 
hardly be called either unduly con- 
servative or in any way unsympa- 
thetic on the part of the banker. It 
simply evidences a high degree of 


care in ascertaining the facts and 
implications in each given case. 

The conclusion from this is that 
when it does become necessary for 
the banker to pass upon an adver- 
tising appropriation his attitude will 
be that of the banker and not of the 
promoter. He must be convinced 
of the soundness of tie unusual ad 
vertising appropriation just as he 
seeks to satisfy himself of the 
soundness of any other business 
outlay. If the company official who 
does consult his banker about an ad- 
vertising appropriation cannot ex- 
plain it clearly it will doubtless be 
cut down, or even cut out. This is 
as it should be. If it is right to 
spend money for advertising in a 
given case it-should be possible not 
actually to prove that commensu- 
rate results will be obtained, but 
certainly to make a straightforward 
showing, based upon business ex- 
perience in analogous cases. When 
this is done the banker will be found 
responsive. 


Cuts are Watched 


It is becoming more and more 
common for bankers to regard a 
radical cutting down of an adver- 
tising expenditure with close atten- 
tion. The sharp reduction in the 
advertising of nationally distributed 
articles, the reputations of which 
were apparently so firmly estab- 
lished that nothing could affect 
them adversely, has been followed 
so regularly by a heavy falling off in 
sales that the need for caution in 
such cases is widely recognized. 
The banker is coming to realize that 
public interest is not necessarily a 
permanent possession. 

If a further instance is needed 
of the progress of the banker’s be- 
lief in advertising, it is to be found 
in the great volume of advertising 
placed by. bankers purely for pur- 
poses of developing good _ will. 
Banks have been among the pion- 
eers in this field. 

It must be reasonably clear from 
what has been said that within defi- 
nite limits growing out of the nature 
of his business the banker is inter- 
ested in the sound progress of adver- 
tising. Very naturally, however, the 
question as to the banker’s attitude 
toward advertising brings up the 
more fundamental question which 
perhaps most people have in mind 
when that question is asked, namely, 
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how does the business community 
as a whole regard advertising? In 
this connection it may be permitted 
an observer and admirer of adver- 
tising to offer one or two sugges- 
tions. First as to quality. The best 
service the agencies can render to 
their clients and to their own busi- 
ness today is to perfect the quality 
of their service. If the quality of 
the advertising placed is high in 
permanent results, direct and indi- 
rect, returned to the advertiser for 
each dollar spent, then the volume 
will almost take care of itself. 


Many company executives are so 
insecure in their conviction as to 
the soundness of the advertising 
policy they have adopted that they 
are influenced to change it by casual 
outside criticism, while they would 
be wholly unmoved by similar cas- 
ual criticism of any other phase of 
their business policy. It is the duty 
of their advertising adviser to give 


them the necessary confidence in 
their own advertising policy, and in 
the copy they are using to make 
such a policy effective. Perhaps 
too much mystery has been made of 
the subject. The chief obstacles 
which exist to a fuller cooperation 
between advertisers and their ad- 
vertising experts do not lie in the 
failure of the advertiser to under- 
stand highly technical advertising 
lore. He should not be expected to 
understand the technical details. 
The trouble lies largely in the fail- 
ure of the advertising counsellor 
to get into the minds of the execu- 
tives, who must give final decision, 
the elementary laws upon which an 
advertising plan is based, and the 
business application of those laws 
to the particular advertising cam- 
paign which is up for decision. 
The forward-looking banker will 
be glad to see the advertising spe- 
cialist take his proper place in the 


world of sounder business which 
we hope will replace the more slash- 
ing and wasteful periods of the past. 
But the banker’s attitude, while im- 
portant, will not be the controlling 
influence in advertising progress. 
The predominant relationship will 
always be that of the advertising 
man to the business executive. And, 
more fundamental still, the business 
of advertising will not progress or 
decline because business men or 
bankers, or any other group, prefer 
to smile or frown upon it. Its pros- 
perity or the reverse will depend, 
first, upon the basic profit-producing 
importance of advertising as deter- 
mined by the inexorable operation 
of economic laws; and second, upon 
the downright human ability and 
integrity with which advertising 
men build upon the basic oppor- 
tunity which is presented to them. 


New Lectures on Banking 


HE Committee on Public 
Education, of which John H. 
Puelicher is chairman, has 

prepared a new series of talks on 
banking and elementary economics 
to be delivered by bankers to pupils 
in the higher grades of the grammar 
school, in the high school and in the 
colleges and universities. 

“The talks have been so de- 
signed, each lecture being pre- 
sented by an outline,” says Mr. Pue- 
licher’s announcement, “that the 
speaker may use liberally from his 
experience in fitting the talk to the 
group which he may be addressing. 
Many requests for speakers have 
come from Parents’ Associations, 
Teachers’ Institutes, Farmers’ In- 
stitutes, Chambers of Commerce, 
Boards of Trade, Men’s and Wo- 
men’s Clubs, Rotary, Lions, and 
Civitas Clubs, and so forth. The 
banker should regard it a duty to 
the welfare of his country to re- 
spond to such invitations with an 
address which will make better un- 
derstood the important sphere of his 
activity. 

“In many states, the Secretaries 


of the State Bankers Associations 
have organized Speakers’ Bureaus, 
where are recorded the names of 
those bankers who have especially 
qualified on some particular phase 
of banking, and may be called upon 
to meet engagements upon conven- 
tion programs, and the like. At 
the moment, a better public under- 
standing of the need and possibil- 
ities of the Federal Reserve System 
is important. Bankers should take 
every. opportunity to inform the 
public more thoroughly as to how 
much our commercial prosperity 
and progress is dependent on such 
a system. 

“It is conceded that the banker 
has much to learn from the teacher 
in regard to the method of presen- 
tation, for which reason the closest 
cooperation between banker and 
teacher is urged. Outlines of all 
the lectures have been prepared for 
the use of the teacher. If they have 
not been furnished to the teachers 
before whose classes these talks are 
being given, they may be had by 
applying to the Secretary of the 
Committee on Public Education of 


the American Bankers Association, 
Five Nassau Street, New York 
City. It is respectfully. suggested 
that the banker familiarize himself 
with the talk to be delivered, so that 
he may give it extemporaneously 
and use local business activities as 
illustrations.” 


Surveys being made in the Great 
Slave Lake region of Canada re- 
sulted in the discovery of a hitherto 
uncharted island in the land, forty 
miles long and from ten to twenty 
miles wide. There are hundreds of 
other islands of lesser extent in this 
lake which is larger than either 
Lake Erie or Lake Ontario. 


It is estimated that the present 
water-power installation, of over 


2,700,000 horsepower, in Canada. 


saves some 27,000,000 tons of coal 
annually, which latter would have 
to be used to produce the same 
amount of energy. 


vg! 


world is exacting 


The Third Great Fallacy 


MOUNTAINEER walked 

A into the office of the state 

geologist at Albany, N. Y., 

with a bag of black rocks on his 
shoulder. 

“You have come to have me tell 
you what this is,”’ said the geologist ; 
“well, you see it is not coal because 
it is too heavy to be coal.” 

Stepping close to 
the man of science, 
the mountaineer 
looked fiercely into 
his eyes and uttered 
an impolite but 
popular form of 
contradiction. 

The man with 
the bag thought he 
had discovered coal 
in the Adirondacks, 
and the commercial 
possibilities of his 
discovery so fired 
his imagination that 
the .one_ essential 
fact upon which 
was to be built the 
whole structure of 
his sudden pros- 
perity was left be- 
hind and forgotten. 
Hence he had no 
patience with an au- 
thority who would 
not go along with 
him. 

There is a sub- 
stance that looks 
like gold. If people 
would but accept it 
as such some men 
could enrich them- 
selves on it, but the 


and knows that 
there is but one 
true gold. 

In some rocky 
formations beauti- 
ful crystals are found which look 
like diamonds, but they are not gems 
and will not pass as such, however 
much a finder may insist upon their 
acceptance as precious stones. 

When the black rocks, the ‘“‘fool’s 
gold” and the poor crystals were 
produced in the crucible of the 
universe, the right materials and 
the right processes were not present 


& 


By CONKLING HONSFORD 


to produce coal, gold or diamonds. 
The mere resemblance avails 
nothing without the right process 
back of the product. 

Mere glitter and shine is not suf- 
ficient. The world will not take 
a baser substance for real gold and 
the world will not accept money 
at its face value unless it actually 


11 We Can Create Wealth by Printing and Issuing An Abundance of Paper Money Why Can’t 
We Spread Wisdom by a Free Distribution of College Diplomas? 


represents wealth. Issue money ar- 
bitrarily, without regard to wealth 
and the ability to convert that money 
into gold, and try as we will to 
keep the money at its face value, 
down it will go. (“Not worth a 
continental” means little to the 
present generation, but it was full 
of meaning to a previous generation, 
for Continental money had ceased 
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to have any value.) Every cross- 
roads store in the back country, 
every fishing village hid in a remote 
harbor presently will know the 
truth and mark the tokens down to 
their proper place. But it is no 
more unreasonable to ask the world 
to accept “‘fool’s gold” for the gen- 
uine article than it is to expect the 
peop lemsor. tie 
United States to 
accept. an outpour- 
menolwdebaced 
paper money in ex- 
change for their 
real wealth — land, 
corn, cotton, pota- 
toes, shoes, coats 
and coal. 

Whenever paper 
money not immedi- 
ately redeemable in 
gold or silver has 
been isstied the 
resulting confusion 
has aggravated the 
conditions which 
the money scheme 
was designed to al- 
leviate. Black rocks 
will not burn sim- 
ply because they are 
called coal. Real 
wealth will not 
move from its 
moorings at the be- 
hest of mere print- 
ed paper bearing a 
government stamp. 
All@ men are. the 
same; they want to 
know that the value 
in the money given 
to them in a per- 
manent value. 

An Associated 
Pressel sipa.t ch 
from Weimar, Ger- 
many, dated Sep- 
tember 22, says 


that “barter is replacing the use of 


money in various parts of Germany 
as a result of the serious deprecia- 
tion of the mark. 

“The Weimar board governing 
the agricultural schools at Triptis 
and Marksuhl has fixed the tuition 
for the winter term in rye instead 
of in money. Thuringians will pay 
one and one-half centners (hundred- 
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weights) for the semester and non- 
residents of Thuringia two centners. 

“The Saxon Thuringian Power 
Company at Auma has announced 
that it will gladly receive, instead 
of cash, ten eggs, three pounds of 
wheat flour or a quarter of a cent- 
ner of potatoes for each kilowatt 
hour of electricity consumed.’ And 
in other districts physicians have 
announced that henceforth rural 
patients must pay in produce at pre- 
war rates. 

Money is not now or never was 
wealth. It is the token—the cer- 
tificate of a certain amount of 
wealth—the .means by which the 
wealth that one man has may be 
easily exchanged for the wealth or 
commodity another possesses. 

Here enters the decree, “In the 
sweat of thy face shalt thou eat 
bread.” There is nothing equiv- 
ocal or ambiguous about that com- 
mand. It applies directly to money, 
and is against all the money plans 
which are not based on fair deal- 


The New President of the A. 


JOHN H. PUELICHER; elected 

to the Presidency of the Amer- 
ican Bankers Association, at the 
October convention, is president of 
the Marshall and Isley Bank, Mil- 
waukee. 

He was born in Milwaukee De- 
cember 26, 1869, and was educated 
in the public schools. His business 
career began in 1885 when he en- 
tered the service of the Wisconsin 
Marine and Fire Insurance Bank. 
In 1893 he became a discount clerk 
in the Marshall and Usley Bank, 


was elected assistant cashier in 1905 - 


and cashier in 1906. In 1914 he 
was promoted to vice-president and 
became president in 1920. 

Mr. Puelicher occupies an out- 
standing position among the na- 
tion’s bankers as an aggressive ad- 
vocate of sound education in bank- 
ing, finance and economies, both for 
those engaged in the banking pro- 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


ing. Fair dealing in money means 
that back of every paper dollar that 
is issued is the ability to pay that 
dollar on demand. 

Wild money schemes are in- 
variably conceived by the erroneous 


thought that money is wealth. All 


the legislatures in the world cannot 
make money more than it is—a 
token for wealth. Governments 
cannot create wealth by printing 
money with care-free abandon and 
without provision for redemption in 
gold or silver any more than col- 
leges and universities can diffuse 
education and character by issuing 
diplomas to those who have not 
completed the prescribed courses of 
study. 

Were it possible by force of gov- 
ernment and by the exact and care- 
ful marshalling of words into laws, 
by the passing and repassing of bills 
in the House of Representatives 
and in the Senate and by the ap- 
proval of the President to create 
wealth by merely issuing money in 


fession and for the general public. 
In 1902 he founded the Milwaukee 
Chapter of the American Institute 
of Banking, serving as its vice- 
president until 1903, when he be- 
came president, serving until 1904. 

During the war Mr. Puelicher 
took an active part in war finance, 
acting as State Director for Wis- 
consin of War Savings Stamps. In 
1919 he was appointed Government 
Director of Savings for the Sev- 
enth, or Chicago, Federal Reserve 
District. As chairman of the Com- 
mittee on Public Education of the 
American Bankers Association, Mr. 
Puelicher has initiated and con- 
ducted a vigorous campaign for the 
inculcation of a better understand- 
ing of the fundamentals of business 
and banking on the part of the gen- 
eral public, both through his own 
speaking tours and through the de- 
velopment of a plan of “a million 
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abundance—then we would have 


succeeded in stopping the opera- — 


tion of a primal natural law and 
might in confidence proceed by sim- 
ilar methods to legislate against a 
long list of unpleasant results which 
are produced by natural courses. 
For years it was a popular belief 
that a way could be found to trans- 
mute a baser metal into gold, but 
that quest is for obvious reasons no 
longer popular; for years also it 
was thought that a machine could 
be devised that would furnish its 
own power and run on indefinitely. 
That, too, has passed the way of 
many fallacies, but a third great 
hallucination—that we can by the 
machinery of legislation circum- 
vent the law of work, as unreason- 
able a theory as perpetual motion— 
still persists. And just as the other 
great hallucinations have done, this 
make-wealth-out-of-the-abundance- 
of-money scheme at times gets the 
serious attention of men who are 
otherwise safe and sound. 


B. A. 


lectures a year” in the schools by 
bankers. 

His other activities have been ex- 
tensive. From 1908 to 1909 he was 
vice-president of the Wisconsin 
Bankers Association. In 1911 he 
was president of the Milwaukee 
School Board. He was one of the 


founders in 1916-17 of the State 


Bank Division of the American 
Bankers Association, becoming the 
first president of the Division, and 
during his incumbency took the 


owe 


lead in obtaining amendments to- 


the Federal Reserve Act recogniz- 
ing the state charters rights of 
state-chartered banking institutions. 
Mr. Puelicher is a trustee of Mil- 
waukee-Downer College, and of 
Marquette University — 
School. He is a member of the 


Medical © 


American Philatelic Society, Wis- 


consin State Historical Society and 
the Milwaukee Art Institute. 
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Banking Methods and Foreign Trade 


By G. B. SHERWELL 
Washington, D. C. 


An Examination of the Conditions Which Impelled the Establishment of 


Foreign Branches of American Institutions. 
Prompted the Closing of Several of These Branches. 
Home Office Training Desirable. 


ical. 


BANK is a product of finan- 
cial necessity. Its functions 


are various in accordance 
with the needs of the community in 
which it operates. Extension of 
American banks into foreign fields 
has been slow and halting. Before 
the outbreak of the war there were 
only a few branches of American 
institutions doing business in for- 
eign countries. This was due to 
reduced demand for foreign finan- 
cial facilities, on account of limited 
foreign trade, as well as to a certain 
feeling of apathy prevailing among 
bankers toward the idea of explor- 
ing new fields of operation and in- 
vestment. Branches of English, 
German and French banking insti- 
tutions were well scattered all over 
the world and the service rendered 
to American exporters by these in- 
stitutions—such as they were able 
to offer—was sufficient to properly 
take care of their needs. 


Federal Reserve Act 


The general change in European 
foreign banking, brought about by 
the war, as well as the continuous 
growth of American foreign trade, 
demanded better foreign banking 
facilities. Operations of American 
member banks in foreign countries 
were greatly facilitated by the Fed- 
eral Reserve Act, authorizing them 
to open foreign branches and agen- 
cies under certain stipulations. Any 
national banking institution with a 
capital of at least $1,000,000 may be 
authorized by the Federal Reserve 
Board to open branches and agen- 
cies in foreign countries. Authori- 
zation has also been granted to said 
institutions to invest 10 per cent. 
of their paid-up capital and surplus 
in stock of foreign banking corpora- 
tions. By an act approved on De- 
cember 24, 1919, known as the Edge 
Act, Section 25 of the Federal Re- 
serve Act was amended to authorize 
the establishment of banking cor- 


porations of Federal character, 
which would do a general foreign 
banking business whose primary 
object was to create a broad accep- 
tance market and which were em- 
powered also to open foreign 
branches with a view of increasing 
and facilitating foreign transactions. 
A number of banks were established 
under these provisions and several 
member banks rapidly increased the 
number of their foreign offices in 
different points of the globe, with 
preference in Latin America and 
the Orient. 


Radical Change 


When the war came to an end 
an almost radical change had oc- 
curred in the pre-war American 
policies toward foreign banking. 
Branches had multiplied consider- 
ably and all indications pointed to- 
wards a brilliant and prosperous 
new era in American banking. 
These expectations unfortunately 
have not materialized. Soon after 
the universal period of liquidation 
was inaugurated, a considerable 
number of branches of American 
banks have been gradually discon- 
tinued, and a policy of retrenchment 
and extreme conservatism seems to 
be followed again by those who 
were hopeful and enthusiastic about 
the foreign branch banking idea. 

The purpose of this article is to 
analyze the causes which compelled 
American banks to withdraw from 
foreign fields, in an endeavor to as- 
certain whether the prevailing con- 
tention to the effect that American 
banking abroad had resulted in a 
failure, has substantial basis for 
serious consideration. For the pur- 
pose of this analysis, two groups of 
banks will be considered. First, the 
national banks maintaining branches 
abroad, and second, foreign bank- 
ing corporations operating under 
the supervision of the Federal Re- 
serve Board. The second group 
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Mistakes Made Which Later 


Cuban Case is Typ- 


Functioning of the Edge Banks 


will comprise the so-called Edge 
banks. 


Rapid Growth 


To the mind of the writer the first 
group of banks did not apparently 


make a success in establishing per- 


manent connections abroad for two 
reasons: first, because of unduly 
rapid and unwarranted expansion, 
and second, because of lack of men 
of foreign banking experience and 
judgment to properly perform their 
duties assigned in the management 
of branches. 

Undue expansion was the natural 
result of the apparently excellent 
opportunities offered to American 
banks for the handling of trade and 
production, abnormally inflated dur- 
ing the war. Cuba produced sugar 
in enormous quantities. The de- 
mand of the world for this com- 
modity appeared unlimited. Prices 
and wages soared. The purchasing 
power of the people increased in 
proportion, and a powerful impulse 
to trade was given which required 
banking assistance. 


In Cuba 


In answer to the call of demand, 
branches of American and Cana- 
dian banks were opened not only in 
every city of importance in Cuba, 
but also in towns of inferior or no 
commercial activity. The result was 
that after the commercial fever had 
reached a crisis and way was given 
to a rational natural liquidation of 
transactions and readjustment to 
normal necessities, the foreign 
branches found that their role had 
been of a temporary nature and that 
the normal needs of the communi- 
ties where they operated did not 
warrant their permanent presence in 
the field. Branches were closed, 
losses were written off and unfor- 
tunately a ieeling of discouragement 
and even indifference seems again 
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to exist towards foreign branch 
banking. 


Held To Be Typical 


Consideration has been given to 
the case of Cuba for the reason that 
it is typical, but what has been 
stated about that island can be very 
well applied to other countries. Co- 
lombia in South America was well 
covered with branches of foreign 
banks which were eager to profit by 
the ‘benefits derived from coffee 
financing. Brazil presented an ex- 
cellent field for financing coffee on 
a large scale. Attention was called 
to Argentine due to its considerable 
wheat and meat production. 

Thee countriesror thestar vast 
were excellent fields for exchange 
speculation. In other words, the 
war conditions in Europe presented 
before the eyes of American insti- 
tutions a brilliant mirage of al- 
luring financial operations of every 
description and America promptly 
directed its steps towards such an 
illusion. 

At any rate, branches of Ameri- 
can banks were opened in foreign 
places in answer to an immediate 
demand for them and their actual 
opening could not be considered 
less than commendable, considering 
the conditions prevailing at the 
time. The actual trouble, therefore, 
lies in the policies followed by those 
institutions already in operation in 
the foreign field. 


Branch Policies 


The blame is naturally to be di- 
vided between home office and 
branches, but the greatest bulk of 
responsibility undoubtedly lies in the 
latter’s policies. The officers at the 
home offices were exceedingly busy 
attending to and organizing the in- 
creasing mass of business. Staffs 
had to be gathered without much 
discrimination as to experience 
and technical knowledge. Recom- 
mendations of foreign represent- 
atives were taken at face value 
and their policies approved and 
supported. On the other ends, in 
numerous cases, branches were pur- 
suing policies of ruinous competi- 
tion with other institutions to attract 
and transact most of the business. 

Under the excuse that the com- 
mercial community would be ben- 
efited by their methods, rates were 
unreasonably curtailed and antag- 


onism created with native institu- 
tions. Money was loaned freely 
on terms foreign to the local cus- 
tomers and substantial accumula- 
tion of deposits was therefore a 
matter of temporary character. 
Credit was granted to planters and 
producers on bases out of the limit 
of reason, regulated only by terms 
of competition. Unwarranted finan- 
cial assistance was extended to 
planters and producers for consid- 
erable expansion of their activities 
with lamentable results for both the 
bank and the debtor. 


Sugar Funds 


In the case of Cuba, funds were 
advanced on sugar held in storage 
in the warehouses of the seaports 
at rates which barely left a margin 
of 10 per cent. of the prevailing in- 
flated price for sugar. Not only 
that, but on a similar basis advances 
were made against prospective 
crops and also on plantations and 
centrals; the result being that after 
a period when profits were reaped 
in the greatest abundance and in- 
creasing impetus was given to fur- 
ther expansion, another era had to 
take place to bring things back to 
natural and normal conditions. 

Prices of commodities responded 
to the decreased demand for all 
staples. New market prices could 
not cover the amounts advanced on 
goods in storage. Branches of 
banks, using all resources available, 
were compelled to place a lien on 
whatever securities could be ob- 
tained from their creditors to fur- 
ther guarantee loans, which in sev- 
eral cases were covered by staples 
already considerably depreciated in 
value and in some cases totally un- 
salable. Such is the reason why 
even lands, plantations and build- 
ings were placed in the hands of the 
banks by creditors who a _ few 
months before had considered their 
affairs in prosperous and _ healthy 
circumstances and now found them- 
selves practically bankrupt. In 
many cases planters and merchants 
(the borrowers) were not totally 
responsible for their new financial 
condition. Their financiers did not 
find it convenient to give them ad- 
vice: a silent advice through credit 
curtailment, that unreasonable ex- 
pansion was not at all expedient in 
spite of the booming situation at 
the time. 


Shortage of Help 


Poor managerial aptitudes which, 
as it has been stated, in some cases 
were responsible for the partial or 
total failure of foreign branches of 
American banks, can be easily ex- 
plained as a very natural product of 
conditions at the time. Great de- 
mand and shortage of help did not 
allow time and justification for a 
thorough examination of staffs, but 
even so, bankers are not made over- 
night, and granting that the men 
chosen were thoroughly familiar 
with the field assigned to them and 
also with regard to general financial 
and banking matters, it did not nec- 
essarily mean that they were in- 
vested with the gift of conservatism 
and were loath to speculate. 


Home Office Training 


Bank representatives and man- 
agers trained in the heart of the in- 
stitutions they would eventually 
represent must be, without the least 
doubt, the best fitted and the most 
reasonably expected to perform 
their duties on the pattern of their 
home offices. The latter would 
know, in all cases, what to expect 
from them, judging from experience 
at home. There is no other reason 
which may account for the aston- 
ishing success of British and Cana- 
dian institutions in foreign fields. 
It is all a matter of time, policy and 
willingness to pay the price and 
have the necessary patience to bring 
up men, who at the end will repay 
to their home institutions whatever 
may have been apparently wasted 
in training. This does not neces- 
sarily mean that it must be so in all 
cases. Men of technical knowledge 
and experience may undoubtedly be 
needed to fill posts of importance, 
especially in the large commercial 
centers, but for small places, where 
in some cases four or five persons 
make up all of the staff, people 
trained in the home office will be in 
a better position to obtain the best 
results. Present American foreign 
banking policies do not seem to be 
favorable to extensive branching in 
small places, but in point of fact 
the best way to serve a foreign 
country financially, and our coun- 
try’s industries as well, is by cover- 
ing a field properly. 

The second group of banks can 
hardly be said to have actually en- 
tered the foreign field at all. 
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Classes of Edge Banks 


There are two kinds of Edge 
banks, but for the purpose of our 
discussion we shall only consider 
those banks engaged in commercial 
banking business. The services 
rendered by the Edge banks may be 
summed up as follows: 

I. To advance against commodities in 

warehouse destined for export. 
II. To advance against commodities 
shipped abroad and against mer- 
chandise imported from foreign 
countries. : 
Ill. To undertake foreign collections. 
IV. To open import and export commer- 
cial credits. 

VY. To furnish credit information on 

firms abroad. 


Acceptances 


The manner of operation of these 
banks in financing foreign trade by 
means of acceptances is fully known 
by those interested in finances. 
Have the American exporters and 
manufacturers derived a real and 
tangible benefit from acceptance 
banks? Has industry expanded as 
a result of such assistance? Have 
new markets been opened to Amer- 
ican manufactured commodities 
through the assistance of these 
banks? The answer would un- 
doubtedly be: Yes. The American 
people have learned how to use ac- 
ceptances and to invest their money 
in this kind of document in prefer- 
ence perhaps to any other banking 
security. But it was not entirely to 
create an acceptance market that 
the Edge banks have been estab- 
lished. Financing of trade has 
been considerably facilitated and 
extended. Edge banks have the 
legislative right for expansion in 
foreign countries, but so far Ameri- 
can trade abroad is to the largest 
extent either in the hands of 
foreign banks or branches of for- 
eign banks. It is most natural for 
these institutions to promote and 
give preference and assistance to 
commercial transactions of their 
own country. In other words, what 
they do with American banks and 
trade is “to accommodate them.” 
American foreign commerce is 
stumbling in the dark as a result of 
this policy. The difficulties and 
hardships experienced by exporters 
and manufacturers due to these ‘‘ac- 
commodating” foreign banking fa- 
cilities abroad are very numerous 
and it would take a large space to 


enumerate the most important. 
They may, however, be summarized 
under two heads: poor and unreli- 
able credit information, and most 
unsatisfactory collection service. 
Credit information obtained from 
foreign correspondents is often in- 
complete and in many cases unreli- 
able. Some institutions in small 
places in foreign lands are not any 
too scrupulous in giving out in- 
formation of this sort for fear of 
losing a client. As regards collec- 
tion service, in innumerable in- 
stances losses to American exporters 
might have been avoided had the 
local banker abroad, who was sup- 
posed to take care of the exporter’s 
interests in a proper manner, given 
the exporter the necessary data on 
local requirements, and a little ad- 
vice perhaps. 


Other Nations 


The opinion has been expressed 
by a high official of one of the Edge 
banks to the effect that banks en- 
gaged in foreign financing have had 
to pursue certain changes and effect 
some economies during the after- 
war period of decreasing foreign 
transactions, but no real backward 
step had been noticed. In fact, no 
backward step) has been taken by 
the Edge banks. It cannot be de- 
nied, however, that other banking 
institutions, whether engaged solely 
in international banking or having 
as one of their most important fea- 
tures foreign banking have moved 
backward in their activities in for- 
eign countries. 

Canadian, British and German 
banks are going ahead with their 
branching work and only in coun- 
tries, such as Spain, where special 
high taxes are directed against for- 
eign banks doing business in that 
country, which makes it almost im- 
possible to work on a profitable 
basis, British banks have shown 
signs of retrenchment or abandon- 
ment of the field. This, however, is 
not absolute, as in the case of the 
London County and Westminster 
Bank, which closed its branches in 
certain points in Spain only to be 
taken over by a native institution 
closely affiliated with the English 
bank. 

American banks enjoy excellent 
legislative facilities for foreign ex- 
pansion under the Federal Reserve 
AcE 


It is to be hoped that when 


the time arrives where surplus 
money will seek an outlet to foreign 
countries to bring higher returns 
than in home investments, proper 
and extensive study will be given to 
the foreign banking question. Amer- 
ican industry will then receive ade- 
quate assistance in its expansion into 
foreign countries, and foreign trade 
may then hope for greater success. 


The Book of New York 


One of the finest souvenirs ever 
given to convention guests is the 
“Book of New York,” in which the 
history and development of the 
world’s greatest city are shown in 
a series of beautiful pictures. Con- 
vention souvenirs often are things 
of transient interest, but here is a 
book of permanent value, for it is a 
piece of superior printing in which 
there are portrayed and contrasted 
the New York of the present and 
old-time scenes on the sites of the 
modern wonders of the commercial 
world. For instance, the Grand 
Central Station of today, sur- 
rounded by great hotels and office 
buildings daily housing more people 
than many well-known cities, is a 
far cry from the shanty in a hollow 
with a bit of crazy railroad track 
extending to it, which was the pred- 
ecessor of the present structure. 
The “Book of New York” is a pub- 
lication of as much interest to the 
permanent resident of the city as it 
is to the occasional visitor. It will 
be valued by all who receive it, but 
none will appraise it higher than 
those who delight in fine works and 
those to whom artistic values make 
the strongest appeal. The book, 
prepared by Guy Emerson and 
Henry Collins Brown, editor of Val- 
entine’s “Manual of Old New 
York,’ is the fruition of eight 
months of research during which 
nearly 500 old prints and paintings 
and 1,000 photographs were studied. 
Besides seeking out suitable mate- 
rial in the old print shops the editors. 
in their search examined the col- 
lections of the New York Historical 
Society, J. P. Morgan, I. N. Phelps 
Stokes and Robert Goelet, the 
Downtown Association, the Metro- 
politan Museum of Art, the Ameri- 
can Museum of Natural History 
and the Sons of the Revolution, 


Release of Accommodation In- 
dorser by Extension 


Where a bank holds the note of a 
corporation upon which there is an 
accommodation indorser, and ac- 
cepts a renewal note from the cor- 
poration not indorsed by such tn- 
dorser and without his consent, and 
the bank does not expressly reserve 
a right of tmediate recourse 
against the indorser upon the orig- 
inal note, which it retains, the 
indorser 1s discharged by the exten- 
sion of time without his consent. 
But tf the acceptance of the renewal 
by the bank 1s conditioned upon tts 
being indorsed by the accommoda- 
tion indorser, the latter will not be 
discharged, as the failure to indorse 
would be a non-performance of the 
condition which would preserve the 
right of the bank to immediately 
proceed upon the original note and 
not postpone the enforcement until 
maturity of the renewal. 

From Virginia—John Doe & Company 
discounts their note with their bank 
bearing the indorsement of John Smith 
and Jim Jones. The paper was not paid 
at maturity, so notices of dishonor were 
sent to the makers and indorsers. A few 
days later John Doe & Company, Inc., 
offered a renewal note, bearing the in- 
dorsement of John Smith, stating that 
Jim Jones was out of town, but would 
call in and indorse the renewal. The bank 
accepts this renewal note, but holds the 
original paper, stating that they would re- 
turn it just as soon as Jim Jones came 
in and indorsed. Jim Jones fails to in- 
dorse the renewal note and the bank is 
unable to collect from John Doe & Com- 
pany, Inc., and John Smith. Could they 
hold Jim Jones on the original note which 
the bank has in its possession, although 
he failed to indorse the renewal? You 
will, of course, understand that the note 
was never marked “paid.” 


The question presented is whether 
Jim Jones, accommodation indorser 
upon the note of a corporation, is 
discharged from liability, in view 
of the acceptance by the bank of a 
renewal note under the circum- 
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stances as stated. The Negotiable 
Instruments Act provides: 


“A person secondarily liable on the in- 
strument is discharged * * * by any 
agreement binding upon the holder to ex- 
tend the time of payment or to postpone 
the holder’s right to enforce the instru- 
ment, unless made with the assent of 
the party secondarily liable, or unless the 
right of recourse against such party is 
expressly reserved.” 


The above is a codification of the 
rule of the common law that an 
agreement with the principal debtor 
to extend the time of payment with- 
out the consent of the surety or in- 
dorser, discharges the latter, unless 
a right of immediate recourse 
against the indorser is reserved. 
Explaining the reason of this rule, 
Mr. Justice Gray, in National Park 
Bank v. Koehler, 97 N.E. (N. Y.) 
468, says: 

“Tt is a rule, Jong recognized, that 
an accommodation indorser, or 
surety, is entitled to have the en- 
gagement of the principal debtor 
preserved, without variation in its 
terms, and that his assent to any 
change therein is essential to the 
continuance of his obligation. The 
reason of the rule is that his right 
must not be affected, upon the ma- 
turity of the indebtedness, to make 
payment and, by subrogation to the 
creditor’s place, to at once proceed 
against the principal debtor to en- 
force repayment. Therefore it is 
that any agreement of the creditor, 
which operates to extend the time of 
payment of the original debt and 
suspends the right to immediate 
action, is held to discharge the non- 
assenting indorser, or surety ; as the 
law will presume injury to him 
thereby. The creditor may arrange 
with his debtor in any way which 
does not result in effecting either 
of these results. He may take, as 
collateral to the old note, new secur- 
ity, or other notes, and, if time is not 


‘given to the debtor, the indorser, 


or surety, will not be discharged. 
To prevent such a result the agree- 
ment must expressly reserve all the 
remedies of the -reditor against the 
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indorser, or surety; in which case 
the latter will be in a position to pay 
immediately and, then, to proceed 
against the principal debtor.” 

It will be of interest to review 
the facts and decision in the Na- 
tional Park Bank case, not only be- 
cause they have a bearing upon the 
question you submit, but because 
the case is illustrative of how a bank 
may, in certain circumstances, where 
renewal notes are taken, lose its 
recourse upon a non-assenting ac- 
commodation indorser who has not 
indorsed the renewal, although be- 
lieving it has secured his liability. 

In that case the bank held the 
note of a corporation for $15,000 
on which one K was an accommo- 
dation indorser. Prior to maturity 
the corporation wrote the bank ask- 
ing an extension and proposing to 
pay the amount in weekly install- 
ments, the corporation to give new 
notes with the personal indorsement 
of N, its president. The bank re- 
plied, acceding to the corporation’s 
request, the notes to be indorsed 
personally by Mr. K, “as proposed.” 
The corporation replied to this, en- 
closing notes indorsed by Mr. H 
and pointing to a little mistake in 
the bank’s letter as the corporation 
had propased to have Mr. H, and 
not Mr. K, indorse the renewals, 
Mr. K being absent for a period of 
several months. To this the bank 
replied, giving its reasons for pre- 
ferring the indorsement of Mr. K 
and saying, “We, therefore, return 
the notes for indorsement of Mr. 
K.” On the day of maturity of the 
original note the corporation ac- 
knowledged the bank’s letter and 
said: “We do not see how it is pos- 
sible to get Mr. K’s indorsement 
when Mr. K is out of the country 
and will not return for three months 
or so. In the meantime we can only 
assure you that we will pay the 


notes as they fall due and we sug-. 


gest that you hold the old note with 
Mr. K’s indorsement as collateral 
until the new notes are paid as a 


way out of the difficulty. We have 


left Mr. H’s indorsement on the new 


—- 


¥ ian 


October, 1922 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 209 


notes as proposed by us. The new 
notes, as suggested, are enclosed 
and we take it this matter is now 
in order.” The bank made no reply 
to this letter, but_did not return the 
new notes. The old note was pro- 
tested with due notice of dishonor 
to Mr. K. A charge of the amount 
of the old note to the corporation 
was entered upon the books and 
also a credit entry made of the 
amount of the new notes as dis- 
counted. K was absent at maturity 
of the old note and during the 
period of the running of the new 
notes. $5,000 of the new notes were 
paid, leaving $10,000 due. 

The bank sued K as accommoda- 
tion indorser of the old note and 
the latter interposed as a defense 
that he had been discharged through 
an extension of time of payment 
prior to maturity, without his con- 
sent, by the taking of new notes, 
payable at future dates. The bank 
had judgment in the lower court on 
the theory that the facts above out- 
lined evidenced an agreement by 


which the rights of the bank as 


against the indorser upon the old 
note were reserved, the court hold- 
ing he was not discharged. This 
judgment was affirmed by the Ap- 
pellate Division, but reversed by the 
New York Court of Appeals and 
the indorser held to be relieved 
from liability. Two justices dis- 
sented. The following analysis of 
the opinion will be found instruc- 
tive: 

The higher court said that the 
bank, having retained the new notes 
and having credited their amount to 
the corporation, must be deemed to 
have assented to the proposition ac- 
companying their delivery and to be 
bound by its legal effect as an agree- 
ment. The contention of the in- 
dorser was. that the agreement 
operated to extend the time of pay- 
ment and, therefore, to discharge 
him as a non-assenting indorser. 
The bank contended the arrange- 
ment meant and was understood to 
mean a reservation of the bank’s 
rights against the indorser and the 
tetention of the rights of the latter 
against the principal debtor; that 
the agreement was conditional unon 
the assent of the indorser. The 
court pointed out the agreement did 
not, in terms, reserve the holder’s 
remedies against the indorser, for 
the bank was to hold the old note 
with K’s indorsement “as collateral. 


until the notes are paid.” That was 
the eventual agreement, although 
the bank had previously insisted 
upon K’s indorsement, but when the 
new notes were again sent to the 
bank without that indorsement they 
were retained without a demur that 
the corporation be allowed to make 
payment through them and that the 
old note be held as collateral. The 
bank’s claim is that under the cir- 
cumstances and with the protest of 
the original note the agreement was 
in effect the preservation of the in- 
dorser’s obligation, as it originally 
existed with all his rights unim- 
paired. But the court points out 
that the fact of protest did not pre- 
vent the agreement operating to 
suspend the bank’s right of action 
against the maker, although it did 
show that the bank accepted the 
arrangement and doubtless sup- 
posed the indorser’s liability to have 
been fixed and preserved. Ap- 
proaching the question how. was the 
agreement to be interpreted, the 
court said it was not conditioned 
upon the indorser’s consent to the 
agreement, which would have left 
him free to proceed upon the old 
note by taking it up and enforcing 
repayment against the maker. Its 
effect was to preclude the bank from 
maintaining any action upon the 
note against the maker, for the cor- 
poration could have objected that, 
under that agreement, it was to be 
held as collateral until the new 
notes were paid. Thus the right of 
action was necessarily suspended 
during the interval. The effect of 
the agreement was to bind the hands 
of the bank. The new notes were 
to be held until their maturity and 
only then, if default in payment oc- 
curred, was the old note to be en- 
forced. In this arrangement there 
was evidenced the intention of the 
parties to suspend action upon the 
note until a future day. Had mat- 
ters remained as they were upon the 
debtor’s default in payment, the 
bank might have been indulgent in 
enforcing the note and the indorser 
would have been held; it would 
have rested with him to stand a-suit 
or to pay the debt and to prosecute 
his remedy against the principal 
debtor. It was reasoned by the 
lower courts that in view of what 
had occurred between the parties, 
this transaction between them was 
conditional and “a fair inference 
from the entire transaction is that 


° 


the plaintiff absolutely reserved its 
right forthwith to proceed against 
the defendant and that the exten- 
sion of time was conditional upon 
defendant’s consent.” This view, 
the Court of Appeals says, is weak- 
ened by the necessary concession 
that there was an extension of time, 
by the absence of sufficient language 
in the agreement to import its de- 
pendence upon some further act, as 
the consent of the indorser, and by 
the fact that that consent was not 
had nor previously sought. The 
Court of Appeals holds that within 
the rule of the authorities and under 
the Negotiable Instruments Act, the 
agreement of the parties did not dis- 
tinctly, nor impliedly, reserve the 
right of the bank to proceed by im- 
mediate action against the indorser. 
Action against him, as against the 
maker, was suspended. The court 
said that while it may be assumed 
that the bank believed these condi- 
tions to have existed, or its assent 
would have been refused to the ar- 
rangement, the obligation of such 
an indorser, as a surety, is strictis- 
simi juris. He was entitled to insist 
that within the strict application of 
the rule in such cases he was re- 
leased from his obligation by an 
agreement of the creditor with the 
principal debtor, to which he had 
not consented and which extended 
the latter’s time of payment of his 
indebtedness. 

In the light of the foregoing, was 
the accommodation indorser, in your 
case, discharged under the circum- 
stances stated by you? This ques- 
tion, I think, depends upon whether 
the arrangement between the bank 
and the corporation under which it 
accepted the renewal note was a 
binding extension of time of pay- 
ment under which the bank’s right 
of action upon the original note was 
postponed. There was no reserva- 
tion against the indorser and the 
proposed extension was without his 
assent for, presumably, the state- 
ment of the maker that Jim Jones 
“would call in and indorse the re- 
newal”’ was made without © his 
knowledge; nor is it stated that the 
note in question contained any 
clause to the effect that indorsers 
and sureties consent to an extension 
without notice. It would seem, 
however, differing from the facts 
in the National Park Bank case, 
that there was no binding agree- 
ment to renew the note which post- 
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poned the bank’s right of action 
upon the original, for in the present 
case the company offered the re- 
newal note, coupled with the state- 
ment and promise that Jim Jones 
was out of town “but would call in 
and indorse the renewal,’ and the 
bank accepted the renewal but held 
the original paper, stating they 
would return it as soon as Jim 
Jones came in and indorsed. It 
seems to me that this was a condi- 
tional acceptance. When the offer 
of a renewal note was coupled with 
the promise that it would be in- 
dorsed by Jones and when the bank 
accepted the renewal note, I think 
it would be held that the acceptance 
was conditional upon the promised 
indorsement being made and the 
condition not being performed, the 
acceptance of the renewal was not 
binding and the bank free to imme- 
diately proceed against the corpora- 
tion and against the indorser on the 
original, his liability having been 
duly preserved by notice of dishonor 
at maturity. 

The reply to your question, there- 
fore, is that the bank can hold Jim 
Jones on the original note, in the 
circumstances stated, although he 
failed to indorse the renewal. 


Notes Indorsed “Without Re- 
course” With Separate 
Guaranty 


Bank A indorsed certain notes to 
Bank B “without recourse,’ but 
guaranteed such notes in a separate 
instrument. The successor of Bank 
A now claims that the indorsement 
without recourse offsets or nullifies 
the guaranty and disclaims liability. 
Opinion: Where an indorsement 
“without recourse’ accompanied by 
a separate guaranty of payment is 
made in good faith and without 
fraudulent intent, the acts are not 
self-stultifying or mutually nullify- 
ing and the guaranty is enforceable ; 
but where such a transaction is en- 
tered into by the parties for the pur- 
pose of deceiving the bank depart- 
ment, the guaranty would probably 
be held affected by fraud and unen- 
forceable. 


From Minnesota—I am very much in- 
terested in a legal question involving 
a proposition of a country bank discount- 
ing certain of its notes to us upon which 
the rubber stamp was used indorsing them 


without recourse. We would not accept 
them without being guaranteed by the 
bank. They issued a separate guarantee 
authorizing us to charge them to their 
account as they matured unless paid by 
the makers. We did charge quite a num- 
ber of them to the bank, and the bank 
failed while we still had about $7,000 
worth of them. 

The bank has been reopened under new 
management, but is the same institution 
so far as their assets and liabilities are 
concerned. The new management claims 
that for us to have notes indorsed without 
recourse and at the same time guaranteed 
by an instrument signed by the cashier, 
the effect is for one act to offset the 
other. I might add that the bank was 
given credit from time to time as the 
notes were discounted and that they drew 
the funds so credited to their account. 
There was no attempt made to deceive 
the banking department, as we have al- 
ways reported the rediscounts upon every 
examination. We believe, however, that 
they did not so report it. 

Will you kindly give me an opinion 
upon the proposition? I am sure that an 
article would be of general interest cov- 
ering this question, as it is quite com- 
monly done. 


An indorsement “without re- 
course” constitutes the indorser a 
mere assignor of title to the instru- 
ment without liability as indorser in 
case of its non-payment. But such 
an indorser warrants genuineness 
of the instrument. Secs. 38 and 65, 
Neg. Inst. Act. A guaranty, such 
as in the case submitted, is “a col- 
lateral undertaking to pay a debt 
owing by a third person in case the 
latter does . noteepay. 9 Dolem. 
Young, 24 Pick. (Mass.) 250. 


In the case submitted where cer- 
tain notes are indorsed “without re- 
course” and by a contemporaneous 
written instrument they are guaran- 
teed by the indorser, the contention 
is that as under the one contract the 
indorser stipulates that he will not 
be liable in case of non-payment 
and under the other that he will be 
liable, the one nullifies the other and 
there is no liability under the guar- 
anty. 

Careful research has failed to dis- 
close any case where the legal effect 
of such dual and seemingly contra- 
dictory stipulations made in good 
faith and without fraudulent in- 
tent has come up for decision. 
But on principle and by analogy, 
such a contract of guaranty, con- 
temporaneously executed so as to 
be based on the consideration given 
for the notes, would seem enforce- 


able, notwithstanding the indorser 
has stipulated in the notes them- 
selves that he will not be liable in 
case of non-payment. 

The contract of the indorser is 
not the same as the contract of the 
guarantor. Both undertake to pay 
if the maker does not, but the un- 
dertaking of the indorser is condi- 
tioned upon due demand and notice, 
while such strict condition is lacking 
in the contract of the guarantor. 
There may be good reason why the 
purchaser of the paper should de- 
sire to ;hold the seller liable as 
guarantor rather than as indorser— 
the requirement of diligence in case 
of non-payment is less rigid—and 
to carry out an agreement for such 
liability there would seem nothing 
inconsistent in the seller relieving 
himself from liability as indorser by 
indorsing ‘“‘without recourse” and 
contemporaneously assuming the 
liability of guarantor by an express 
written guaranty in a separate in- 
strument. Again, a guaranty of this 
kind, written on a separate paper, 
is not negotiable while a contract of 
indorsement is enforceable by suc- 
cessive indorsees. The seller of the 
paper may desire his liability for 
non-payment to ruin to no one other 
than his immediate transferee; 
an indorsement without recourse, 
coupled with a separate guaranty of 
payment, would accomplish this ob- 
ject. Again, considerations of con- 
venience may be served by the exe- 
cution of one instrument of guaranty 
to apply to notes from time to time 
rediscounted for the indorser, the 
consideration for such continuing 
guaranty being the money advanced 
from time to time as the notes are 
discounted. In such a case the in- 
dorser, having bound himself as 
guarantor, may very properly in- 
dorse such notes without recourse 
in order to obviate liability in the 
double capacity of indorser and 
guarantor. 

It has been held in one case where 
an instrument was transferred under 
indorsement in blank and an as- 
signment was made by a separate 
instrument with an express provi- 
sion that the indorsement should be 
“without recourse,” that the provi- 
sion relieving against liability was 
good as against holders with notice. 
Collier v. Mahan, 21 Ind. 110. I 
the effect of an indorsement in blank 
may be limited or changed to an in- 
dorsement “without recourse” by a 
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separate instrument in writing, it 
would seem eo converso, that the 
legal liability flowing from an in- 
dorsement “without recourse” can 
be expanded and enlarged by a 
specific contract of guaranty exe- 
cuted simultaneously with the in- 
dorsement and full legal effect given 
to such guaranty. 

As a matter of fact, there is ju- 
dicial authority for the proposition 
that an indorsement without re- 
course is not a contract at all, but 
merely operates to transfer the title 
to the instrument; Carroll wv. 
Nodine (Oreg. 1902), 69 Pac. 51. 
In this case the court said, inter 
alia: “The liabilities of an ordinary 
or unqualified indorser are upon the 
instrument indorsed, conditioned 
upon demand and notice; but where 
the transfer is by indorsement with- 
out recourse, or by delivery, the 
vendor’s liabilities arise from the 
fact or contract of sale, and not 
upon the paper. The purpose of 
such an indorsement, like delivery 
without indorsement, is simply to 
carry title to the purchaser, with- 
out alone importing a contract. 
* * * Tt will hardly be disputed 
that the vendor of personalty may 
by verbal understanding or agree- 
ment limit the liability under the im- 
plied warranty of title, and thereby 
make the transfer entirely at the 
purchaser’s risk; and why should 
not the same principle govern as to 
the sale and delivery of commercial 
paper, where the indorsement 
merely operates to transfer the title? 
And to carry the reasoning a little 
further, there is no implied war- 
ranty by a sale and simple delivery 
of the paper, or by indorsement 
without recourse, of the solvency 
of the maker or other person liable 
for its payment; but we take it to 
be unquestioned now that the ven- 
dor may, by express verbal agree- 
ment, warrant the solvency of such 
parties, and thereby render himself 
directly liable in case of their de- 
fault in payment.” If the legal ef- 
fect of an indorsement without 
recourse may be varied by a parol 
agreement guaranteeing the sol- 
vency of the makers, a fortiori, the 
legal effect of such an indorsement 
may be varied by a simultaneous 
Written contract of guaranty, and 
such contract of guaranty enforced. 

In the light of the foregoing, the 
conclusion would seem to follow 
that where an indorsement “without 
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recourse” is coupled with a separate 
guaranty of payment, they are not 
self-stultifying and mutually nulli- 
fying, but both can stand and the 
guaranty be enforceable, 
made in good faith and without 
fraudulent intent. 

But in a case where such a guar- 
anty of payment of a note indorsed 
without recourse is given and re- 
ceived in pursuance of a purpose to 
deceive the Bank Department, the 
contract of guaranty would prob- 
ably be held affected by fraud and 
unenforceable. A case which indi- 
cates that such a result would fol- 
low is First National Bank wv. Crip- 
ple’ Creck: State Bankwei63 4Pac. 
(Colo.) 1134. In that case a bank 
rediscounted certain notes with its 
correspondent under regular in- 
dorsement. Later, while the cor- 
respondent held renewals, regularly 
indorsed, an arrangement was made 
by which “without recourse” was 
stamped over the indorsements, 
coupled with an oral agreement that, 
regardless of such agreement, the 
indorsing bank would guaranty 
their payment. The purpose of 
this agreement was to make it ap- 
pear to the Bank Department that 
the indorsing bank was not liable 
upon and did not have outstanding 
any rediscount paper, and in pur- 
suance of this agreement the corre- 
spondent bank wrote the Bank Com- 
missioner that all the paper it held 
of the indorsing bank was “without 
recourse” and was purchased out- 
right and that the indorsing bank 
had no rediscounts with it. Still 
later the notes were again renewed, 
the “without recourse” stamp being 
omitted. The correspondent bank 
brought suit against the indorsing 


bank on the last renewal. The 
court characterized the verbal 
agreement to stamp the _ notes 


“without recourse” and to guaranty 
their payment as unlawful and rep- 
rehensible, but it held that the 
indorsing bank was liable upon its 
general indorsement of the last re- 
newal on the theory that the notes 
originally given were indorsed gen- 
erally. 

The inference to be drawn from 
this decision is that in any case 
where, in pursuance of a purpose to 
deceive the Bank Department, an 
agreement is made between two 
banks whereby one bank indorses its 
notes to the other without recourse 
and couples same with a separate 


where — 
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written guaranty of payment, the 
transaction will be held unlawful 
and invalid and the indorsing bank 
relieved from liability upon its 
guaranty. But wherever there is no 
element of fraud in the transaction, 
it would seem, for reasons stated 
above, that the guaranty would be 
enforceable, notwithstanding the 
notes guaranteed were indorsed 
“without recourse.” 


Effect of Death of Maker of Note 


Where the maker of a note dies 
prior to tts maturity, this event does 
not mature the note, in the absence 
of an agreement to that effect, but 
the note should be held and pre- 
sented at maturity to the personal 
representative, or at the place of 
payment, if specified, and the in- 
dorsers notthed if not paid. Under 
statute in Wisconsin,if the note does 
not mature until after the time lim- 
ited for presentation of claims, the 
holder may present and prove the 
note to the County Court within one 
year after maturity. 


From Wisconsin—Will you kindly ad- 
vise as to whether or not, under the 
rulings of this state, the death of a maker 
of a promissory note occuring prior to 
the maturity of said note makes the note 
due and payable? And whether or not 
notice to this effect should be given to 
any indorsers appearing thereon as soon 
as knowledge of the death of the maker 
has been gained. 


The death of the maker of a 
promissory note occurring prior to 
the maturity of the note, does not 
make the note due and payable. The 
law of Wisconsin is no different 
from the law in other states on this 
point. The Negotiable Instruments 
Act of Wisconsin provides: 


“Where the person primarily liable on 
the instrument is dead, and no place of 
payment is specified, presentment for pay- 
ment must be made to his personal repre- 
sentative, if such there be, and if, with 
the exercise of reasonable diligence, he 
can be found,” 


Under the law merchant, if there 
is no personal representative, pre- 
sentment should be made at the 
dwelling house of the deceased un- 
less the note is made payable at a 
particular place, then it would be 
sufficient if presented at such place. 

There is nothing in the Negotiable 
Instruments Act or in the law mer- 
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chant which matures a note in event 
of the death of the maker. When 
the note matures, then presentment 
should be made as above indicated 
and the indorsers notified 
paid. 

There .might,, of course, be an 
agreement between bank and maker 
of note that on the death of the 
maker all his paper should mature; 
but unless there is such an agree- 
ment the death of the maker does 
not ipso facto mature the note. 


Should maturity be a long way 
off, Section 3860 of the Wisconsin 
statutes provides, that if the claim 
of any person shall accrue or be- 
come absolute at any time after the 
time limited for creditors to present 
their claims, the claimant may pre- 
sent it to the County Court and 
prove the same at any time within 
one year after maturity and the ex- 
ecutor and administrator must pay 
it, if he has sufficient assets. 


Set-off of Bankrupt’s Deposit 
Against Unmatured Notes 


The provision in the A. B. A. 
standard form of financial state- 
ment, giving the bank the right, 
upon the maker's becoming insol- 
vent or bankrupt, to mature his 
notes and charge them against his 
deposit balance and giving the bank 
a continuing len upon such balance, 
does not violate the Federal Bank- 
rupt Act as to creation of a pref- 
erence; for it has been held, under 
that act, that in the absence of fraud 
or collusion between bank and 
bankrupt, the bank has a right to 
set-off his deposit balance against 
his notes, whether matured or un- 
matured, and that no preference 
thereby results. 


From Nebraska—In the second para- 
graph of the A. B. A. standard form of 
financial statement there is a statement 
permitting the bank, upon the commission 
of an act of bankruptcy by the maker of 
the statement, to make a charge against 
any funds of the bankrupt and making 
a continuing lien against any subse- 
quent deposits. Now the question in my 
mind is whether such a charge would not 
make the bank a preferred creditor and 
thus violate the legal provision of a four 
months’ limit and force any assets thus 
obtained to be returned to the general 
fund for the benefit of the general cred- 
itors. Thanking you for information on 
this point. 


if not’ 


The A. B. A. standard form of 
financial statement contains a pro- 
vision that in consideration of 
granting credit, if the maker be- 
comes insolvent or commits an act 
of bankruptcy, all his unmatured 
obligations held by the bank shall 
immediately become due and may 
be charged against his deposit bal- 
ance, the bank being given a con- 
tinuing lien upon the balance of 
account from time to time existing, 
to secure all obligations, held by the 
bank. 

The question is raised whether 
if the bank charged an unmatured 
note against the maker’s deposit 
balance upon his becoming bank- 
rupt, this would not be the creation 
of a preference. 

The Supremes Gourt “of the 
United States has directly held the 
contrary. In New York Cotnty 
National Bank v. Massey, 192 U. S. 
138, it was held that insolvents by 
depositing money in a bank sub- 
ject to check do not thereby make 
a transfer of property amounting 
to a preference which, under the 
Bankruptcy Act of 1898, Sec. 60a, 
will deprive the bank of its right 
under Sec. 68a to set off the amount 
of such deposit remaining to the 
depositor’s credit on the date of 
their adjudication in bankruptcy 
and to prove its claim against the 
bankrupt’s estate for the balance. 

In Germania Savings Bank and 
Trust Co. uv. Loeb, 188 Fed. 285, 
the Circuit Court of Appeals in the 
Sixth Circuit, referring to the 
Massey case, said: 


“It has been authoritatively de- 
cided by the Supreme Court, in con- 
sidering these two sections, that the 
balance of a regular bank account at 
the time of filing the petition is a 
debt due to the bankrupt from the 
bank, and in the absence of fraud or 
collusion between the bank and the 
bankrupt, with the view of creating 
a preferential transfer, the bank 
need not surrender such balance, 
but may set it off against notes of 
the bankrupt held by it, and may 
prove its claim for the amount re- 
maining due on the notes.” 


In that case the court held that 
the fact that the notes were not due 
at the time of the bankruptcy is im- 
material to the right to set off, be- 
cause under Sec. 63a (1) a debt is 
provable, whether due or not at the 
time of bankruptcy. 


Without further elaboration of 
the authorities, the law is clear that, 
in the absence of fraud or collusion 
between the bank and bankrupt, the 
bank has a right to set off the de- 
positor’s balance at the time of his 
bankruptcy against his notes owned 
by the bank, although they are not 
matured, without such application 
of the deposit being held a prefer- 
ence. 


Telegraphic Stop Payment of 
Check 


A bank inquires whether a tele- 
graphic order to stop payment of a 
check binds the bank when not con- 
firmed by letter. Opinion: In Eng- 
land it has been held that a bank is 
not bound to accept an unauthenti- 
cated telegram as sufficient author- 
ity; but two American courts have 
held that payment of a check may 
be countermanded by telegram and 
such is binding upon the bank. It 
is suggested that banks stipulate im 
their passbooks that telegraphic no- 
tices to pay checks shall not be bind- 
ing unless immediately confirmed 
by letter. 


From District of Columbia—A gives. 
a check for $100 payable to a party out- 
side of this city. Two days after the 
check is given A telegraphs to the bank 
on which the check is drawn requesting 
them to stop payment on the check, 
describing the same. He does not follow 
this with a letter confirming his telegram. 
Should a bank accept a stop payment of 


October, 1922 


| 
} 


this kind, and if it does not stop payment | 


are they liable? If not, what defense 


have they? 


The question raised is whether a 


telegram received by a bank from 
its customer instructing the bank to 
stop payment of a described check 


is sufficient, where unconfirmed by | 


letter, to obligate the bank to refuse 


payment of the check when pre- — 


sented. 


The authorities upon the proposi- — 


tion are somewhat meager. In an 
English case, Curtice v. London 
City & Midland Bank, 98 Law 


Times Reports 190, it was held that 


a bank is not bound, as a matter of 
law, to accept an unauthenticated 


telegram as sufficient authority for | 
the serious step of refusing to pay a. 
check. But the court said that a_ 
telegram may reasonably and in the | 


ordinary course of business be acted © 
upon by the bank, at least to the 
extent of postponing the honoring | 


i 
> 


i 
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of the check until inquiry can be 
made. 


Two American courts have, how- 
ever, held that the payment of a 
check may be countermanded by 
telegraphic notice, and such is bind- 
ing upon the drawee bank. In 
Western Union Telegraph Co. v. 
Louissell, 11 Ala. App. 563, 66 S.W. 
839, it was held that where a bank 
received a customer’s telegram 
stopping the payment of a draft it 
was bound to obey the telegram ac- 
cording to its exact tenor without 
inquiring whether any mistake had 
been made in transmitting it. 

In Ozburn v. Corn Exchange Na- 
tional Bank, 208 Hl. App. 155, the 
court said: “It has been held, how- 
ever, in many cases in the United 
States that a draft, for example, 
may be accepted by telegram, even 
in jurisdictions where the law re- 
quires the acceptance to be in 
mune: = *  * and it ‘would 
seem to follow as reasonable that if 
a promise to pay may be made by 
telegram, that an order not to pay, 
as in the case of a countermand by 
a depositor in a bank, may be made 
by telegram. Although we do not 
find that the precise question has 
been decided in this state, we are 
of the opinion that, as a matter of 
law, the payment of a check may be 
countermanded by means of tele- 
graphic notice.” 

If we are to accept this some- 
what slender basis of American au- 
thority as providing the rule upon 
the subject, then it would follow 
that the bank in the case submitted 
would be bound to accept the tele- 
gram as a sufficient instruction not 
to pay and to refuse payment. At 
the same time, in view of the risk 
of stopping payment upon forged 
or unauthorized telegrams, it might 


_ be well for the bank to stipulate in 


its passbook rules that telegraphic 
orders to stop payment must be im- 
mediately confirmed by letter in 
order to be binding. 


Collateral Note Secured by Deed 
of Trust 


Where a bank lends money se- 
cured by deed of trust and instead 
of taking the usual form of promis- 
sory note evidencing the debt, uses 
a collateral note form this, while 


unusual, will not affect the bank’s 


remedy under the deed of trust and 
will afford the debtor no ground to 
restrain the sale of the land. 


From North Carolina—Among our 
bills receivable, we find in some instances 
notes secured by deeds of trust where 
the collateral form of note was used in- 
stead of the usual promissory note. We 
understand a deed of trust conveys to the 
trustee lands to secure payment of note 
instead of being deposited as a collateral 
to the note. 

Please advise if this is in good shape 
and would hold good if we were forced 
to sell the land to pay the note. The 
question arises whether the maker could 
enjoin the sale upon some ground. 


A loan secured by real estate or 
tangible personal property 1s gen- 
erally effected by two instruments, a 
note or bond evidencing the debt 
and a chattel mortgage of personal 
or a mortgage or deed of trust of 
real property delivered as security 
therefor. Where, however, the loan 
is secured by securities, susceptible 
of manual delivery and physical pos- 
session, such as stocks and bonds, 
the usual procedure is to combine 
in one instrument the contract 
promising to pay the debt and the 
contract pledging the security, 
namely, the collateral note. 


In the making of a loan on real 
estate security, while it is unusual 
to use the collateral form of note in 
taking the deed of trust, I do not 
think such use would, in any way, 
affect the bank’s security. What is 
the “nature: and “legalietmect’ ot a 
trust deed? 

A trust deed in the nature of a 
mortgage is a conveyance of the 
property intended to be pledged, in 
fee simple to one or more trustees, 
who are to hold the same for the 
benefit of the lawful holder of the 
note, bond, or other obligation se- 
cured, permitting the grantor to re- 
tain the possession and enjoy the 
rents and profits of the estate until 
default shall be made in the pay- 
ment of the obligation secured, 
and with power in the trustee 
or trustees, upon such default, 
to make a sale of the premises and 
satisfy the holder of the debt out of 
the net proceeds, returning the sur- 
plus, if any, to the grantor. McDon- 
ald v. Kellogg, 30 Kan. 170; Martin 
v. Alter, 42 Ohio St. 94; Lang- 
maack  v., Keith (SemsDak,}, 103 
N. W. 210. 


A deed of trust of real estate ex- 
ecuted for the purpose of securing 
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a debt, conditioned to be void upon 
payment of the debt, and containing 
a power of sale upon default, is es- 
sentially a mortgage, and does not 
differ, in its legal operation and ef- 
fect, from an ordinary mortgage 
with power of sale. Turner v. 
Watkins, 31 Ark. 429; Union Mut. 
Peels Oa eV nite, wl OGeL 67; 
Harriman v. Woburn Electric Light 
20;,.5163) Massi0655" Shuillaber <7, 
Robinson, 97 U. S. 68. Like a 
mortgage, such a deed is a mere 
security for a debt or for the per- 
formance of certain undertakings 
by the grantor. It is a mere incident 
to the debt which it secures, upon 
which it depends, and which it fol- 
lows, and will pass with an assign- 
ment ofthe debt to the holder. 
Siiger co. benia bif1 328 52N.-Y. 
Central Trust Co. v. Burton, 74 
Wis. 329. 

As a trust deed generally con- 
tains a grant of all the necessary 
powers to enable the lender to real- 
ize upon the security on non-pay- 
ment of the debt, there is no neces- 
sity for the lender to take therewith 
anything more than the usual prom- 
issory note evidencing the debt ; but 
if instead of the ordinary form of 
note a collateral note is taken which 
not only promises to pay the debt, 
but recites the deposit of the trust 
deed as security therefor with the 
usual power of sale of collateral and 
other clauses, this at most would 
only seem a duplication of powers 
conferred in the trust deed or pos- 
sibly the conferring of additional 
powers, and even though some of 
the powers of enforcement con- 
ferred by the collateral note were 
inconsistent with the provisions 
contained in the trust deed or were 
inappropriate or inapplicable to the 
enforcement of the real estate se- 
curity, it would seem that so long 
as the powers conferred in the trust 
deed are ample for the bank’s pro- 
tection, such powers conferred by 
the collateral note as were incon- 
sistent could be disregarded. 

In case of non-payment of the 
debt, therefore, I am of opinion that 
the land could be sold under the 
power of sale contained in the trust 
deed and that the fact that the debt 
was evidenced by a collateral note, 
instead of by a plain promissory 
note, would afford the debtor no 
ground to restrain the sale or other- 
wise prevent the bank from en- 
forcing the security. 
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Employees’ Savings Fund 


HE problem of establishing 

regular ‘habits of saving 

among the personnel of a bank 
is of the first importance. If you 
couple with this the desire on the 
part of the bank to tie its interests 
more closely with those of its 
employees, you have the material 
for a very interesting study. On 
the one hand, a savings’ plan is 
worthless unless it is universally 
participated in. On the other hand, 
a profit-sharing plan is without 
value unless it is a real profit- 
sharing plan; unless, in other 
words, the share of the profits is 
fixed and determined in advance, 
thus bearing a definite relation to 
the earnings of the business, and 
thus making the participants feel 
that they are, to some degree, part- 
ners in the business. 

With these underlying principles 
in mind, the American Trust Com- 
pany, over a year and a half ago, 
devised a plan in which profit- 
sharing is combined with compul- 
sory savings. The plan goes by the 
name “Employees’ Savings Fund” 
and has as its object “the encour- 
agement of saving among the con- 
tributors and the providing of a 
fund for their benefit and that of 
their beneficiaries.” The portion 
contributed by the company is 5 
per cent. of the net earnings, and 
is treated as “a deferred accumu- 
lating salary for services rendered.” 
In effect, of course, this is profit 
sharing in the scientific definition of 
the term, for the percentage that 
comes from the company is fixed, 
and, while not guaranteed, is condi- 
tioned upon the company’s “earn- 
ing net profits sufficient to enable it 


Among the many interesting 
things during the convention was an 
exhibit of counterfeit money and 
raised notes shown by Chief W. H. 
Moran of the United States Secret 
Service. 

Some of the raised notes among 
the specimens in the exhibit have 
the figures of larger bills carefully 


By WM. LEAVITT STODDARD 


American Trust Company, Boston, Mass. 


to contribute hereunder as herein- 
after stated.” 

The plan has beyond question 
succeeded. Summarized briefly, 
the plan provides: 

The officers and employees of the 
bank (except directors who are not 
officers) under this agreement con- 
tribute a definite sum each year to 
the savings fund. The percentage 
is not more than 5 nor less than 2 
per cent. of their current yearly sal- 
ary, and in no case exceeds $200 per 
individual. Thus the highest salaried 
men and officers are restricted. in 
their participation. To the fund so 
created the company pledges itself 
to contribute 5 per cent. of its net 
earnings “as a deferred accumula- 
tive additional salary for services 
rendered.” The company’s contri- 
bution is made twice a year after 
its net earnings for the six months 
are determined, out of the money 
applicable for dividends. Hence 
that part of the whole that comes 
from the prosperity of the business 
is, in effect, a dividend, though it 
does not cut into net dividends, 
being taken, as a matter of fact, 
from surplus. Thus the plan, in a 
sense, makes the employees part- 
ners in the bank and encourages 
loyalty and efficiency. The plan is 
open to every officer and employee, 
not excluding the scrubwomen and 
cleaners. 

The savings fund is administered 
by a board of trustees, elected from 
the employees by the directors of 
the company. As their designation 
implies, they may invest the fund of 
the trust in stocks, bonds, mort- 
gages, etc. 


The Counterfeit Exhibit 


pasted over the corners of smaller 
bills, so that a $2 note appears upon 
hasty glance to be $50. Others, in 
which the fraud is almost as easily 
discernible, show a figure 1 changed 
to a 5, so that a $10 note might 
appear to be $50. In some instances 
the note-raiser has taken pains to 
cover the portrait on the smaller 


Money may not be withdrawn 
from the fund except if the em- 
ployee leaves or is discharged from 
the company. In case he is dis- 
charged for fraud or dishonesty, the 
company’s contribution to the fund 
is withheld from him and he re- 
ceives his own principal plus com- 
pound interest at 4 per cent. ; other- 
wise the fund is paid to the estate of 
the contributor on his death, or to 
him upon resigning from his posi- 
tion. Employees may borrow not 
to exceed 80 per cent. of @tie 
amount of the fund to their credit 
at 5 per cent., but when borrowing 
they do not participate in the con- 
tribution from the company. 

Some companies which contribute 
from their earnings to similar 
funds make it a condition that the 
beneficiary shall remain in their 
employ for a stated period. In the 
plan under discussion no such re- 
quirement is made. In other words, 
the portion of earnings which is put 
in by the company is prorated ~ 
among the employees, becomes the 
property of the individual employee 
under the trust agreement. 

No employee may withdraw any 
part of his interest in the fund while 
still an employee. 

This plan has fully met the ex- 
pectations of its originators. In- 
quiry among the employees shows 
that they regard it, not as a gratuity, 
but as an earnest of the desire of 
the stockholders to knit together 
more firmly the interests of all who 
are concerned in making the bank a 
success. Each contributor during 
the first year received a “dividend” 
from the bank of nearly double his 
contribution, 


bill with the one that properly be- 
longs on the larger denomination. 

The present-day counterfeiters 
use a photo-mechanical method. 
Some of the spurious bills in Chief 
Moran’s possession are merely pho- 
tographs. In comparison with legal 
tender they are easily distinguish- 
able. 
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CANTON BANK 
BUILDING 


SAN FRANCISCO, 
CALIFORNIA 


Mottled grey matt 
glazed Terra Cotta 


WILLIAM WILDE, 


Architect 


Classic DIGNITY as 


Bye architecture of today draws much of its 
inspiration from Classic forms. There is a 
feeling of dignity and stability about these old 
orders that well accords with the nature of a 
banking institution. 


In the case of the Canton Bank Building, as 
in innumerable other instances where this Classic 
tradition is followed, Terra Cotta has been chosen 
This 
material has been used in fine architecture since 
before the days of Rome’s greatest glory. It pos- 
sesses a plasticity that permits it to assume un- 
limited variety of form, from simple line to most 
involved detail. It possesses also what no other 
comparable material possesses—wide adaptability 
to color. It may be had in any hue the architect 


TER 


“Permanent 


as the medium of architectural expression. 


Beautiful 


When writing to advertisers please mention the “‘Journal of the American Bankers Association.” 


Expressed by TERRA COTTA 


designates, from pure lustrous white to rich poly- 
chromes. Thus it gives the utmost a building 
material can give, form and color; and this at 
moderate cost. 


The Canton Bank Building is only one of 
thousandsof bank buildings throughout the country 
that have gained beauty and dignity through the 
use of Terra Cotta. There are banks large and 
small, representative of every style of architecture. 
Our handsome brochure, “Better Banks”, illus- 
trates many of them, and tells interesting and 
pertinent facts about the material, Terra Cotta. 
We believe you would find it of value. We should 
be glad to send you a copy—free, of course. 
Address National Terra Cotta Society, 19 West 
44th Street, New York, N. Y. 


Profitable 


The Condition of Business 


"Ti month of September witnessed 
the dismissal to the background 
of a number of factors which have 

stood in the way of the forward 
movement of business for many weeks. 

Not only were the two coal strikes 

settled but the production of coal re- 

turned to a practically normal rate in a 

remarkably short time. There is no 

way as yet of measuring fully the ulti- 
mate effects of the coal strike, but it 
seems to be clear at present that the 
results will be terms of inconvenience 
rather than of suffering or serious re- 
tardation of business progress. The rate 
of production of bituminous coal may be 
gathered from the following table, show- 
ing the soft coal production for the 
second week in September of each year 
since 1918: 


1918.0 ners wie sess ee else 12,542,000 tons 
LG19S Tigom tree ther vauctcte cies 11,046,000 tons 
LESAN a5 seaman Otc Ox Arua oe 10,865,000 tons 
LOD Na terctnxe. eocrttrtene see 8,187,000 tons 
T922! avis wicieters s atesarene ec 9,661,000 tons 


This year’s production was ahead of that 
of 1921, but somewhat under that for 
the preceding years. 


Heavy Freight Movement 


The settlement of the railroad strike 
on some of the roads and the gradual 
recruiting of forces on other roads has 
made it possible to meet the demands of 
the suddenly accelerated coal movement 
without seriously impeding the movement 
of other essential commodities. The total 
rail movement has recently been running 
10 or 12 per cent ahead of last year’s 
loadings. For the first time since Novem- 
ber, 1920, the number of surplus freight 
cars has nearly disappeared and in recent 
weeks the requests of shippers for cars 
have at times exceeded the supply. 

With these disturbing factors of coal 
and railroad strikes in a better state of 
adjustment it has been possible to see 
more clearly the fundamental movements 
affecting the business of the country. 


Estimates of Crops 


If one were to select a single develop- 
ment of the month as the most important 
indication of what the trend of business 
is likely to be during the fall, the choice 
would probably fall upon the announce- 
ment by the Department of Agriculture 
that the total value of the crops harvested 
in the United States this year is estimated 
to be $1,200,000.000 larger than in 1921. 
On the basis of the September 1 estimates 
of crop production and the current prices 
for farm products, the total value of 
every crop except wheat is computed to 
be larger than a year ago and the wheat 
crop is only $16,000,000 smaller. The 
figures are shown in the accompanying 
diagram published by the Federal 
Reserve Bank of New York. 

To give a figure for the value of the 
total farm output in the United States it 
would be necessary to add an estimate 
for the valve of live stock and dairy 
products. While no estimate is available 
for these products of the farm, it is 
practically certain that their value is 
larger this year than last. 


The increased value of crops is due 
to two factors: a larger yield of the 
important crops and a slight increase in 
prices as compared with a year ago. 

The September 1 estimates of the 
amounts of the year’s principal crops are 
compared in the following table with last 
year’s figures: 

(In millions) 


1922 1921 1916-20 

Crop Estimated Crop Final Average 
Corn, bushels....... 2,875 3,081 2,831 
Wheat, bushels...... 818 795 799 
Cotton, bales: i.e 11 8 14 
Potatoes, bushels.... 546 446 462 
Tobacco, pounds. g.. lesbo 1,075 1,378 
Apples, bushels..... 207 98 179 
Barley, bushels...... 194 151 197 


Purchasing Power of the Farmer 


An increased return on crops does not 
necessarily mean that the farmer is better 
off. The cost of producing the crop and 
the price of those articles which the 
farmer must buy must also be considered. 


APPLES 
OATS 


POTATOES 
WHEAT 


COTTON 


HAY 


CORN 


1921 1922 


Estimated Value of 1922 Crops Compared With 
1921 Crops—In Millions of Dollars 


The 1922 crop, however, has been pro- 
duced at a comparatively low cost. This 
summer the average wage for common 
labor on the farm has been considerably 
lower than last year. The price of auto- 
mobiles, gasoline and of many types of 
implements is markedly lower. 

As far as the farmer’s living ex- 
penses go there is no accurate computa- 
tion available which shows all of the 
items. The index number of the cost 
of living for a wage earner, computed 
by the National Industrial Conference 
Board, however, shows that the cost of 
clothing is about 4 per cent less than a 
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year ago, and the cost of sundries, 6 
per cent less. 

The available evidence seems to indi- 
cate that the returns from this year’s 
crops will go far toward correcting the 
economic maladjustments which in the 
preceding two years made the farmer’s 
situation peculiarly difficult. The rural 
districts have been the slowest to liqui- 
date their bank loans. Trade in those 
districts has for two years been greatly 
restricted. The return toward normal in 
the purchasing power of rural communi- 
ties will be a powerful factor toward the 
restoration of normal business conditions 


throughout the country. 


Production 


Reports which are now becoming avail- 
able for production in basic industries 
in the United States during the period 
of the coal strike bear out the view that 
in the main basic production was but 
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little affected by the strikes. Cotton 
consumption, sugar meltings, lumber — 
production, tin deliveries, and copper 


production were in better volume in 
August than in July. Iron and steel 
production was most seriously affected 
by the strike, but since its termination 
has rapidly been returning to a more 
normal rate of operation. The majority 
of the blast furnaces which ceased opera- 
tion in July and August have been blown 
in again. 


Cotton Consumption and Exports 


The consumption of cotton by domestic 
mills in August amounted to 527,000 
bales, exclusive of linters, compared 
with 476,000 bales in August last year. 
August consumption was the largest of 
any month since June 1920. Cotton 
exports, however, were 150,000 bales less 
than in August, last year and were the 
smallest of any month since September, 
1920. Exports to Germany were half 
as large as one year ago and those to 
Japan one quarter as large. European 
buying, both of cotton and grain, is re- 
ported to be unusually slow this fall. 


Motor Car Output 
The production of motor cars for August 


is estimated at the high figure of 265,000 — 


machines, as compared with 181,000 in 
August 1921. The record year for the 
production of motor cars was in 1920 
when the figure of 2,205,000 cars and 
trucks was reached. Since production for 
8 months of 1922 is already in the neigh- 
borhood of 1,650,000, it is entirely possible 
that a new high record will be reached. 


Who Buys Automobiles 


The record output of automobiles has 
been difficult to explain in view of the 
fact that in almost every line the volume 
of business has been for many months 
under normal. For this reason an 
analysis, made by the Cleveland Trust 
Company of the records of a concern 
financing purchases of automobiles bought 
on instalments is of interest: 

. “Using round numbers, and taking into 
account the records of the past three 


: 


if 
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years, the data shows that the typical 
purchaser may be described as follows: 
He is a married man, 33 years old. 
He has a bank account and carries 
life insurance. 
He buys a $1,400 car and pays $700 
down. 
He pays the balance at the rate of 
$100 a month. 
His monthly income is $350. 
He owns real estate in which his 
equity is $5,000. 
He has _ personal 
about $2,000. 
This is not his first car. 
He bought the previous car on the 
time payment plan. 

“These facts regarding the typical 
purchaser go far toward explaining the 
ability of the country to absorb new 
cars this year at the rate of a quarter of 
a million a month, of which about half 
are of makes more expensive than Fords. 
The clearly evident fact is that the 
passenger automobile has become so 
important a factor in American life that 
thousands of families of moderate means 
are entirely willing to make serious 
sacrifices of other things in order to be 
able to possess them.” 


property worth 


Wage Increases 


In the past month the wage increase of 
20 per cent put into effect by the United 
States Steel Corporation has been followed 
by similar increases, in the wages of com- 
mon labor particularly, by a large number 
of industrial concerns. A computation 
of the number of wage increases and 
the number of wage reductions announced 
in newspapers. shows that between 
August 15 and September 15, there were 
119 increases announced and only 4 
reductions, whereas in the preceding two 
or three months the number of increases 
and reductions had just about balanced 
each other. Employment agencies report 
a shortage of unskilled labor and certain 
groups of skilled workers, accompanied 
by wage increases. They do not report, 
however, any general increase in the 
wage level, and the scale for clerks and 
salaried workers appears to be still 
moving slightly downward. 

Any careful comparison of wage rates 
with changes in retail prices makes it 
clear that the laboring man in general 
is better off than he was before the war. 
The average weekly earnings of workers 
in factories, as reported by the United 
States Department of Labor, are now 
practically double the pre-war figure, 
while various computations of the cost 
of living place that figure anywhere from 
60 to 75 per cent above the pre-war level. 
Figures of this sort help to explain the 
large _purchases of automobiles. 

It is interesting to note that the Civil 
War had a precisely similar effect in 
raising the level of wages in relation to 
prices. After the war the decline in 
Prices was much sharper and larger in 
amount than the decline in wages and the 
net result was a considerable increase in 
the purchasing power of the wage earner. 


Factory Employment 


Increases in 
accompaniment 
activity and an 


wages have been an 
of greater industrial 
increased demand for 
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chemicals. 


National Bank. 


The Birthplace 
of the Chemical 


The New York Chemical Manufacturing 
Company, located in Greenwich Village, was 
the humble beginning of the Chemical 
National Bank. Organized in 1823, its charter 
was amended the following year “to permit 
of a general banking business” with the stipu- 
lation that at least $100,000 of its $500,000 
capital be employed in the manufacture of 


The excellence of the company’s products was 
attested by a comtemporary report of the State 
Medical Society as “superior to similar articles 
imported from abroad,” and the establish- 
ment as “worthy of public patronage” —a pres- 
tige inherited and preserved by the Chemical 


A commercial bank— performing 
every function of a bank 


Seeking New Business on our Record 


CHEMICAL 


Nex TIONAL 


BANK 


OF NEW YORK 


Founded 1824 


BROADWAY AND CHAMBERS, FACING CITY HALL 


workers in industrial establishments, and 
in construction. An increase during 
August of 2.4 per cent in the number of 
workers in New York State factories 
may be taken as typical of recent gains. 
This increase is the largest for a single 
month since early in 1920, and places the 
number of persons employed in factories 
13 per cent ahead of last year. 


Prices 


It would be natural to expect an 
increase in prices along with the indus- 
trial activity of the past few months and 
such an increase has been taking place. 
although the abundance of most crops 
has tended to keep prices of farm 
products down. The greatest increases 
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Underwood 
Accounting 


Lifts the “Shadow 
of the Pen” 


Drawn from photograph taken in the 
Bookkeeping Department of the Guar- 
anty Trust Co., before the installation 
of Underwood Bookkeeping Machines. 


Actual photograph of the Guaranty 
Trust Co. Bookkeeping Department 
at present, showinginstallation of 23 
Underwood Bookkeeping Machines. 


‘We feel that the machines 
are a demonstrated success, 
resulting in economy for the 
company, better working 
conditions for our employees 
and better service to our 
customers.” | 


(yercul. 


_ Vice-President, 
Guaranty Trust Co. of N.Y. 


NDERWOOD ACCOUNTING supplants the slow trol over the business by providing for his study up- 
hand with the quick machine; it substitutes to the-moment figures that show dependable facts 
mechanical accuracy for human fallibility. Inevery as they are, not treacherous facts as they were. 


way it modernizes, it standardizes, it cuts costs. In all cindstot bucinescectethe adecwor eine 
And more—it helps the executive keep perfectcon- keeping Machine haslifted “the Shadow of the Pen.”’ 


Underwood Typewriter Co., Inc., Underwood Buildins, New York 


Branches in all principal cities 


UNDERWOOD 
BooRReeping 


MACHINE 


UNDERWOOD TYPEWRITER CoO., INC., Underwood Building, New York 


ey Send Underwood Bookkeeping Machine i Send a copy of ‘‘Taking Industry 
representative from nearest branch office out of the Shadow of the Pen.” 


JeAVBUA. 
Namen: 3 oe) ee ee Address . 


When writing to advertisers please mention the ‘Journal of the American Bankers Association.” 
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recently in wholesale prices have been in 
those groups of commodities most 
directly affected by strike conditions -or 
by increased industrial activity. Quota- 
tions for coal, iron and steel, building 
materials, and cloths and clothing are 
all considerably higher than they were 
a year ago. Farm products are also 
higher as a result of a rise last spring, 
although recent movements of this group 
have been downward. The following 
table shows the group index numbers 
published by the U. S. Department of 


Labor. 
G10) 5 ==: 100.) 
1921 1922 
August July August 
arm products........ 123 135 iGjit 
BFS iis 5 sav wiaela:d asetsnters 146 142 138 
Cloths and clothing... 171 180 181 
Fuel and lighting..... 184 254 271 
Metals and metal 
PLOducts’ .)..4 ch... 117 121 126 
Building materials.... 156 170 172 
Chemicals and drugs.. 129 121 122 
House-furnishing goods 179 173 173 
Miscellaneous ........ 119 114 115 
All commodities...... 142 155 155 


Bank Transactions 


A measure of the gain in industrial 
and business activity which has occurred 
in the country in the past year is found 
in the figures for bank clearings. Returns 
for 114 cities for the week ended Septem- 
ber 16, show an increase over last year 
amounting to 12 per cent. It is interesting 
that this percentage increase is almost 
exactly the same as that shown by em- 
ployment returns for factories. 

The percentage change for groups of 
cities has been as follows: 


Federal Reserve Per cent. change 


District from 1921 
Boston 10 cities +17 
New York 9 cities +15 
Philadelphia 9 cities + 7 
Cleveland 7 cities +15 
Richmond 5 cities +20 
Atlanta 11 cities — 2 
Chicago 19 cities + 7 
St. Louis 7 cities + 9 
Minneapolis 7 cities 0 
Kansas City 11 cities —13 

allas 5 cities +28 
San Francisco 14 cities +16 
Total 114 cities +12 


Postal Receipts 


Another set of figures which measures 
general business activity in some such 
way as bank clearings do, but from a 
different angle, is the postal receipts of 
principal cities. The latest figures, for 
fifty selected cities for July, show an 
increase of 12 per cent. over July, 1921. 


How Much Better is Business? 


The figures which have been given in 
preceding paragraphs are in surprising 
agreement as to the amount of increase 
in the volume of business since a year ago. 
For convenience they are listed again. 


Car Loadings...... 10 to 12 per cent. increase 

mployment ...... 13 per cent. increase 
Bank clearings ... 12 per cent. increase 
Postal receipts.... 12 per cent. increase 


While these figures give only a partial 
view of the whole range of business and 
industrial activity they do furnish some 
justification for saying that business is 
roughly 10 per cent. better than a year ago. 
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Harris & Ewing 


FRANK A. De GROOT 
Appointed deputy register of the Treasury by 


President Harding. He fills the vacancy caused 
by the promotion of Harley V. Speelman 


Changing Credit Conditions 


Banking conditions and the money 
market are just now beginning to be 
affected by the increase in industrial and 
business activity which began a year ago. 
The impetus to liquidation given by a 
year of falling prices was so great that 
for many months the volume of credit 
which was released more than offset in- 
creased demands. 

But in the past few weeks new borrow- 
ing has more than equaled the liquidation 
of old loans. Loans and discounts of 
banks have begun to increase after a 
decline of nearly two years. Open 
market interest rates on prime commercial 
paper have risen from 4 to 4% per cent. 
and rates on banker’s acceptances from 
3 to 3% and then 3% per cent. Since 
July the note circulation of the Federal 
Reserve Banks has risen more than $100,- 
000,000 and discounts and advances to 
member banks have risen about $40,- 
000,000. While this change in direction 
of movement of different indices of credit 
conditions may be ascribed in part to 
seasonal demands for funds its origin 
lies more largely in the gradually increas- 
ing needs of business. 


Foreign Financing 


The easy credit conditions of the past 
few months have not only made possible 
the sale in this country of a large volume 
of domestic securities and the refunding 
of much of the government’s  short- 
dated war debt, but have also made this 
country a world financial center as never 
before. In an address before the Indiana 
Bankers Association, Controller of the 
Currency, D. R. Crissinger, gave out the 
following estimate of the contribution of 
the United States towards the financing 
of the outside world since 1914: 


~ 
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American securities 

chased from abroad 
American government loans.. 
Interest on government loans 
Commercial credits extended 


eee wenn 


$ 3,000,000,000 
10,000.000,000 
2,000,000,000 


COAG Maar cdrte re crocs ciel ereieieie sas 3,000,000,000 
Dollar securities bought from 
foreign countries: 
1 Re) Sis se eidioitio d asin er orucacio 713,000,000 
LOZ Gee casks « ccliotc. atoust eh ste ep 571,000,000 
SS We rere eRe te DeOO 596,000,000 
1922) (Semonths)ic msc cs « 751,000,000 
Foreign-money securities sold 
here, 1919, 1920, 1921 and 
SI OO CHC OLD Ee ace 620,000,000 
Foreign currencies bought by 
IASMETICATIG UE oeyeieila. cleletr sites one 500,000,000 


$21,751,000,000 

The striking feature of these estimates 
is the amount of private capital which 
has gone to foreign countries since the 
close of the war, an amount almost equal 
to the total loans of $10,000,000,000 made 
by the United States government to the 
allied nations during the war. 

In years past, London has been the 
world’s banker, but since the war, the 
amount of foreign securities floated in 
New York has been considerably larger 
than the amount floated in London. 

The records of the past 4 months con- 
stitute an exception to this general state- 
ment. Both in London and New York, 
the volume of foreign financing since 
May was smaller than in the first 4 
months of the year, but the decrease 
was more marked in New York and 
brought the total for the period just 
under the London total. The amounts 
of foreign financing in the two countries 
by four-month periods since January, 
1921, are as follows: 


(in millions of dollars) 
New York London 


January to April, 1921 145 128 
May to August, 1921 239 125 
September to December, 1921 310 215 
January to April, 1922 521 281 
May to August, 1922 214 231 


The large amounts of foreign financing 
handled through the New York market 
in this period are an encouraging evidence 
of the financial capacity of this country. 
The ability of the London market, how- 
ever, to carry such large amounts of 


’ financing on top of tremendous war bur- 


dens is perhaps the most remarkable 
feature of the table. 


Following England 


“Apparently the leaders of the small 
group that governs Japan came, some 
years ago, to the conclusion that the best 
means for solving their difficulties lay 
in turning Japan into an industrial coun- 
try,” says Julian Street. “They determined 
to manufacture goods, export them, and 
with the proceeds pay for imports of raw 
materials and food—in short, to adopt 
the plan which England began to follow 
nearly a century ago, and which Belgium 
has also followed. England’s situation 
was in many respects like that of Japan, 
for there were certain essential raw ma- 
terials which she did not have either 
at home or in her possessions; and like 
Japan she is unable to feed herself. 
With Belgium the situation was even 
worse than with England. Yet through 
industrializing themselves both countries 
have prospered greatly. Is it not then 
logical to suppose that by following a 
similar course Japan will likewise pros- 
per?” 


More Banking Aid for Farmers 


Rulings of the Federal Reserve Board As to the Eligibility for 
Rediscount by Federal Reserve Banks of Paper of the Coopera- 
tive Marketing Associations—Grower’s Draft on an Association 
Is Not a Trade Acceptance—Crop Carrying and Speculation 


Federal Reserve Board, a bet- 
ter line of credit has been 
made available to farmers. 

These rulings have been made on 
the eligibility for rediscount at Fed- 
eral Reserve Banks of paper arising 
out of the operation of cooperative 
marketing associations. 

A general summary of these rul- 
ings follows: 


O[Pieieraues the rulings of the 


Definition of Eligible Paper 


The regulations of the Federal 
Reserve Board define eligible com- 
mercial and agricultural paper as 
notes, drafts or bills of exchange 
which has been issued or drawn or 
the proceeds of which have been 
used or are to be used in the first in- 
stance in producing, purchasing, 
carrying or marketing goods (in- 
cluding goods, wares, merchandise, 
agricultural products and live stock) 
in one or more of the steps of the 
process of production, manufacture 
or distribution. 

If a note, draft or bill of ex- 
change has been issued or drawn, or 
the proceeds have been or are to be 
used, for an agricultural purpose, 
that note, draft or bill of exchange 
may be eligible for rediscount if it 
has a maturity at the time of redis- 
count of not more than six months, 
exclusive of days of grace. 

On the other hand, if a note, draft 
or bill of exchange has been issued 
or drawn or the proceeds have been 
or are to be used for a commercial 
purpose, it will not be eligible for 
rediscount if it has a maturity at 
the time of rediscount in excess of 
ninety days, exclusive of days of 
grace. 

The Board’s regulations further 
provide that no note, draft or bill 
of exchange is eligible for redis- 
count if the proceeds have been or 
are to be used for permanent or 
fixed investments of any kind, for 
any other capital purpose, for in- 
vestments of a purely speculative 


character, or for the purpose of 
lending to some other borrower. 


Classes of Associations 


Each of the associations involved 
in the rulings heretofore made by 
the Board, of which this is merely a 
summary, was organized without 
capital and its members consisted 
exclusively of the producers of the 
particular crop which the associa- 
tion was organized to market who 
had agreed to sell and deliver their 
entire crops to the association. 

The agreements provided in sub- 
stance that title should pass to the 
association at the time of delivery, 
that the association should have ab- 
solute control over the commodities 
delivered and over the _ resale 
thereof, and that the association 
should have power to borrow money 
upon such commodities and _ to 
pledge the commodities for money 
borrowed. The price at which the 
commodities were sold by the grow- 
ers to the association was not fixed 
at the time of that- sale, but the 
commodities were pooled according 
to grades, and after all of a particu- 
lar pool had been sold the proceeds 
were distributed pro rata among the 
producers who had contributed to 
that pool. 

The conclusions stated in the 
rulings included in this summary, 
therefore, are not necessarily ap- 
plicable to the paper of associations 
which operate on any plan substan- 
tially different from that just de- 
scribed. 


Growers’ Drafts 


Where, at the time the growers 
deliver their crops to such an 
association, the association accepts 
drafts drawn upon it by the grow- 
ers, such drafts are eligible for re- 
discount by Federal Reserve Banks 
as agricultural paper with maturi- 
ties up to six months when dis- 
counted by the growers at their 
local banks with their own indorse- 
ments, provided the proceeds are 
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used by the growers for agricultural 


purposes. 


Grower’s Draft Not Trade 
Acceptance 


A draft drawn by a grower on an 
association to which he has deliv- 
ered his crop, accepted by the as- 
sociation, and discounted by the 
grower at his bank is not, however, 
a trade acceptance within the mean- 
ing of the Board’s_ regulations, 
which define a trade acceptance as 
“a draft or bill of exchange drawn 
by a seller on the purchaser of goods 
sold and accepted by such pur- 
chaser,” because the delivery of a 
crop to a cooperative marketing as- 


sociation under an agreement such | 


as that described in the second para- 
graph of this summary is not the 


_kind of a sale which should be made 


the basis of a trade acceptance. 
Trade acceptances, however, con- 
stitute merely a special class of 
eligible paper which 
bears a preferential discount rate, 


sometimes | 


and the mere fact that such drafts | 


are not included in that special class 
of eligible paper does not prevent 
them from being eligible for redis- 
count as agricultural or commer- 
cial paper if the proceeds are used 
for an agricultural or commercial 
purpose. 


As indicated in a pre- 


ceding paragraph, growers’ drafts | 
accepted by associations may be | 
eligible as agricultural paper if they | 
are discounted by the growers at | 


their local banks and the growers 


use the proceeds for agricultural 


purposes. 


Carrying 


Inasmuch as agricultural products 
should not be dumped upon the 
market as soon as harvested, but 


should be marketed gradually, the © 
carrying of agricultural products — 
for such periods as are reasonably | 
necessary in order to assist the or- 
derly marketing thereof is a proper | 
step in the process of distribution, — 
and a farmer’s note which is drawn, | 
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Even This Small Bank 


Has found that its Burroughs Automatic 
Bookkeeping Machine has paid for itself 
many times over in the last six years. 


No bank is too 
small to save 
money with a 
Burroughs— 


The small bank must get along 
with two, three or four people, 
if it is going to make money. 
Therefore, as Mr. S. Brown, 
cashier First National Bank of 
Denton, Montana says, “The 
small bank is the one that, by 
all means, should use a Bur- 
roughs Automatic Bookkeeping 
Machine in its work.” 


The First National Bank of Denton, Montana, writes: 


“Until 1916 we felt that a Burroughs Automatic Bookkeeping 
Machine would not pay its way on ledgers and statements in a 
bank like ours where even now we have only about 500 active 
accounts—about 45 credit and 180 debit postings daily. We 
hesitated to buy a machine for such little work. 


Better records at 

lower cost 

The First National Bank of 
Denton found that a Bur- 
roughs Automatic Bookkeeping 
Machine not only gave em 
better records but also it 
actually helped them reduce 
their overhead—it saved the 
salary of at least one person. 
And this same machine—in use 
now for over six years—has 
paid for itself many times. 


“Now, however, we believe the small bank is the one that 
by all means should use the Burroughs Automatic Bookkeeping 
Machine. Ours handles so much of our posting and other work 
automatically that three of us can do all the work of the bank 
where before it took four. And now all our work is neat and accu- 
rate and we have a proven balance on each account every day. 


Many uses for a 
Burroughs in any 

small bank 

Burroughs Automatic Book- 
keeping Machines are so flex- 
ible that they can be used for 
several different jobs in the 
average day’s work. 

In the first place they post 
ledgers and statements in the 
easiest and most economical 
way. They handle more than 
75 per cent. of this work auto- 
matically—including an auto- 
Matically extended balance 
with each posting. It is easy 
to prove every day’s work 
every day. 


Other uses for the 

same Burroughs 

Many banks use Burroughs 
Automatic Bookkeeping Ma- 
chines for posting customers’ 
ledgers and statements exclu- 
Sively, They find their ma- 
chines more than pay their 


“Anyway, the Burroughs has been worth more than its cost in, 
enabling us to give our customers the same kind of service they 
could get from any bank in the larger cities.” 


THE FIRST NATIONAL BANK OF DENTON, MONT. 


THE FIRST NATIONAL BANK 


DENTON, MONTANA 


Statement of your account to 


Name... Jo .Sanders ....... 


MONE Vouchers Returned 


Address... Denton 


=a way on this work alone. 
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much of the work automatically 
that it will allow you and your 
clerks more time for other im: 
portant work. 


Why not start 1923 with 
Burroughs equipment? 

Ask your Burroughs salesman 
to demonstrate the latest type 
of Burroughs Automatic Book- 
keeping Machine on your own 
work, Call him today or— 


Use this Coupon 
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Machines 


Burroughs Adding Machine Co, 
6031 Second Blvd., Detroit, Mich, 


Please have a Burroughs 
representative call to demon- 
strate the latest type of Bur- 
roughs Automatic Bookkeep- 
ing Machine to me. 


CeCe reer ro ceeeresessece 


CeCe erereveceeccesevra 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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or the proceeds of which are used, 
to finance the carrying of the farm- 
er’s products for such reasonable 
period is a note which has been 
issued or drawn for an agricultural 
purpose within the meaning of Sec- 
tion 13 of the Federal Reserve Act 
and which may, therefore, be eligi- 
ble for rediscount by Federal Re- 
serve Banks. 

Money borrowed by a grower to 
enable him to meet his obligations 
without selling his crop immedi- 
ately, enables him to “carry” the 
crop, and, therefore, when a grower 
delivers his crop to a cooperative 
marketing association which is ac- 
tually engaged in orderly marketing, 
and when the grower is obliged to 
borrow money for ordinary general 
purposes, such as the payment of 
obligations previously incurred in 
growing or harvesting the same 
crop, a draft drawn by the grower 
on the association for a part of the 
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market value of the crop may prop- 
erly be considered to be drawn for 
an agricultural purpose. 

There is a distinction, however, 
between carrying agricultural prod- 
ucts for such periods as are reason- 
ably necessary to effect orderly 
marketing and mere speculative 
withholding from the market, in the 
hope ultimately of obtaining a 
higher price. 

Such withholding is not an agri- 
cultural purpose within the meaning 
of Section 13, and if a marketing 
association should engage in such a 
speculative holding of a crop instead 
of marketing it in an orderly man- 
ner, drafts drawn to finance the 
growers of such a crop during the 
holding of it for speculation should 
not be considered to be drawn for 
an agricultural purpose. 

The exact dividing line between 
legitimate carrying and speculative 
withholding is, of course, very diffi- 


FOR CHILDREN 


The Attention of Banks and Savings Institutions 
is Directed to the 


JUNIOR BANK BOOK 


and Picture Puzzle 


This unique book consists of a Story and pages of heavy cardboard 
cut out for inserting pennies, nickels, dimes and quarters to the 
amount of $5.00, with beautifully colored and gummed pictures so 
that each part pastes over the coin when the child inserts it in the 
card. In addition to the savings feature there is a puzzle feature 
in the pasting of the parts of the picture over the coins, because the 
picture is not complete until the last part is pasted for each 


denomination. 


SOLD TO BANKS ONLY 


Send for our proposition, terms and for a sample copy 


THE NOURSE COMPANY 


114-120 EAST 23rd STREET 


NEW YORK 
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cult to define. The question of 
whether a doubtful case falls on one 
side or the other of this line is a 


question of fact which it is not for _ 
the Federal Reserve Board to deter- 


mine, but which should be deter- _ 


mined rather by the local bank 
whose customer desires the loan and 


by the Federal Reserve Bank if the _ 


paper representing the loan is of- 
fered for rediscount. 


For Packing and Marketing 


A note of a corporation or  as- 
sociation engaged in performing 
services in connection with packing 
and marketing agricultural products 
not grown by the corporation or as- 
sociation itself, the proceeds of 
which note are used to pay the cur- 
rent expenses of such corporation 
or association, such as the payment 
of wages and the purchase of sup- 
plies in connection with its business 
of packing and marketing agricul-. 
tural products, should not be classed 
as agricultural paper eligible for 
rediscount with a maturity up to six 
months, but should be classed as 
commercial paper which may be 


eligible with a maturity not in ex- — 


cess of ninety days. 

While the note of a farmer the 
proceeds of which have been used to 
finance the packing or marketing 
of his own crop should be classed 
as agricultural paper, the same is 
not true of the note-of a corporation 
or association engaged in perform- 
ing services in packing and market- 
ing agricultural products grown by 
others, because that is a commercial 
rather than an agricultural business, 
even though such corporation or 
association deals exclusively with 
growers. 


Funds to Pay for Commodities 


The notes of associations the pro- 
ceeds of which have been or are to 
be used to make payments to the 
growers for commodities delivered 
to the association are eligible for 
rediscount by Federal Reserve 
Banks if they have maturities not in 
excess of ninety days and comply 
in other respects with all relevant 
provisions of law and the Board’s 
regulations, because the proceeds 
are used for the commercial purpose 
of buying the commodities from the 
growers, ; 

Drafts drawn by such associations 
are eligible for acceptance by mem- 
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ber banks when secured at the time 
of acceptance by warehouse receipts 
covering non-perishable agricultural 
commodities stored in independent 
warehouses, and after acceptance 
such drafts are eligible for redis- 
count by Federal Reserve Banks, 
provided they comply as to maturity 
and in all other respects with the 
provisions of the Federal Reserve 
Act and the Board’s regulations. 

The law requires that a ware- 
house receipt, in order to be the 
basis of an eligible bankers’ ac- 
ceptance, shall be a document ‘‘con- 
veying or securing title covering 
readily marketable staples” ; but in- 
asmuch as by hypothesis associa- 
tions of the kind under consideration 
take title to the agricultural prod- 
ucts delivered to them and are given 
full control thereof with authority 
to borrow money upon them and 
to pledge them for money borrowed, 
it is clear that they can store such 
products in independent ware- 
houses and obtain negotiable ware- 
house receipts conveying security 
title. The Board has indicated al- 
ready the general principles to be 
applied by Federal Reserve Banks 
in determining under what circum- 
stances warehouses are to be consid- 
ered independent of the borrowers 
in passing upon bankers’ accep- 
tances, and the application of those 
principles to specific cases involves 
questions of fact which are pri- 
marily for the determination of the 
Federal Reserve Banks. 

Numerous inquiries have been 
made as to the eligibility of paper 
created by such associations and 
secured by warehouse receipts for 
agricultural products stored in 
warehouses which, although they 
may be owned by the associations 
or by corporations organized and 
controlled by them, yet have inde- 
pendent management and organiza- 
tion. 

Inasmuch as the eligibility of pa- 
per other than bankers’ acceptances 
is not dependent upon the existence 
or character of collateral security, 
the question whether such paper of 
the association is technically eligible 
for rediscount is not dependent 
upon whether the warehouse issuing 
the receipt offered as co#ateral se- 
curity is independent of the bor- 
rower. 

The character of a warehouse 
receipt or other security offered 
as collateral for paper other than 
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bankers’ acceptances is material 
only as bearing upon the acceptabil- 
ity of the paper as distinguished 
from its eligibility, and the question 
of the acceptability is for the deter- 
mination of the Federal Reserve 
Banks rather than the Federal Re- 
serve Board. A preceding para- 
graph indicates the type of ware- 
house receipt that is required as the 


basis of an eligible bankers’ ac- 
ceptance. 

It should be understood, of 
course, that even though a bill or 
note may technically be eligible for 
rediscount, a Federal Reserve 
Bank is under no obligation to re- 
discount it, but may accept it or 
refuse it in the exercise of its dis- 
cretionary power. 


Building Aerial “Highways” 


For twenty years this bank has played a very 
active part in the financing and building of the great 
automotive industries of the Great Lakes region. 


It has seen a score of well managed little shops 
grow into immense organizations affording lucrative 
employment for thousands of men. 


It is in the markets of the world that these pro- 
ducts have been sold. And it has been back through 
this Bank that millions and millions of dollars have 
returned to enrich the community. 


Because of this intimacy with the growth of auto- 
motive transportation, we have great faith in the 
ability of our people to enter also the aerial field and 
build permanent “highways” leading out through 
space from the Great Lakes Region. 


Be sure and read of, if you cannot attend, the Second 
National Aero Congress held in Detroit in October. 


FIRST NATIONAL BANK 


D ET (R Ose 


MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


New Orleans Plan of Cooperative Advertising 


By FRED W. ELLSWORTH 
Vice-President, Hibernia Bank and Trust Company, New Orleans, La.,and Member, Committee on Publicity, 
Trust Company Division, A. B. A. 


Note: The Convention Program Committee 
invited Mr. Ellsworth to speak at the Trust 
Company Division meeting on October 5 in 
order to tell the delegates of the success in 
New Orleans through the use of the joint 
method in handling local advertising. Because 
of his inability to attend the New York Con- 
vention, he explains the plan in the following 
article. 


LTHOUGH trust company facili- 
A‘ have been used by the business 
and financial community for more 
than a century, there presently ex- 
ists an appalling lack of information, an 
abundance of misinformation, and except 
among relatively few of our people, prac- 
tically no accurate knowledge as to just 
what a trust company is, what functions 
it performs, and what part it plays in the 
general business program. 

One naturally would think that the 
millions of bank and trust company cus- 
tomers who daily come into our banking 
institutions, ultimately would gain a more 
or less intimate and concrete knowledge 
of trust company functions. As a matter 
of fact, however, very few of them, to 
say nothing of the millions who never 
enter our doors, are familiar with the 
sundry forms of service which trust com- 
panies today offer to the public. Most 
of our customers are superficially ac- 
quainted with the one or more forms of 
service with which they have daily con- 
tact, but know nothing whatsoever about 
any of the others. 

With these facts as a basis, the banks 
of New Orleans (and they all maintain 
active trust departments) some three 
years ago conceived the idea of establish- 
ing and maintaining a continuous joint 
campaign of informative advertising for 
the double purpose of familiarizing the 
people of New Orleans with the real value 
of intelligent and competent trust com- 
pany service, and the rewards that come 
from the consistent practice of construc- 
tive thrift. 

To put this purpose into practical opera- 
tion a committee known as the “Associ- 
ated Banks’ Advertising Committee” was 
organized in May, 1919. This committee, 
which consists of one official from each 
of the participating banks, is charged with 
the job of preparing and publishing this 
continuous campaign of educational ad- 
vertising. 

Concretely, the plan operates as fol- 
lows: 

The Associated Banks’ Advertising Com- 
mittee meets every Tuesday at lunch, where 
are discussed (a) advertising copy, (b) general 
policy, (c) periodicals of questionable merit 
that have solicited advertising, (d) applications 
for donations and subscriptions from all con- 
ceivable kinds of organizations, legitimate and 
otherwise, and also peremptory “‘demands’”’ for 
support from societies who suavely claim that 


they are entitled to donations merely because 
their treasurer does business with the bank. 


The Chairman, Vice-Chairman and the Sec- 
retary of the Committee serve during good be- 
havior. A complete record of each meeting is 
made by the Secretary, and a copy sent to each 
member. These records are lodged in the Ad- 
vertising Departments of the respective banks 
so that the advertising managers will be con- 
stantly familiar with the policy and activities 
of the Committee, and thus prevent “clever” 
solitons from “putting anything over” on 
them. 

The arrangement that exists between the sev- 
eral banks is an informal one, and can be dis- 
continued at any time, except, of course, in- 
sofar as the participating banks are jointly 
obligated on advertising contracts. 

There is nothing in the “New Orleans 
Plan” that in any way interferes with the 
advertising policies of the various participating 
institutions; nor is the individuality of their 
advertising affected at all. Each of the banks 
conducts whatever individual advertising it 
may desire to, just as though no co-operative 
arrangement existed. 

The schedule of advertising contemplates 
advertisements in the New Orleans dailies 
every business day in the year. The two sub- 
jects that predominate in this advertising are 
“trust service’ and “thrift,” and these sub- 
jects ordinarily alternate from day to day. 
Occasionally the copy carries warnings against 
get-rich-quick investments, and during the 
months of December and January, the ad- 
vertisements are devoted almost exclusively to 
the subject of Christmas Savings Clubs. The 
copy and suggestions contained in the adver- 
tisements, bulletins, booklets and other helps 
issued by the Committee on Publicity, Trust 
Company Division, American Bankers Associa- 
tion, in connection with the National Publicity 
Campaign, are discussed and used by our com- 
mittee as well as by separate trust companies 
in New Orleans. 

The preparation of the advertisements is 
handled in turn by the Advertising Depart- 
ments of each of the participating banks, and 
each bank handles the copy tor two months at 
a time. 

The Committee has made a very careful and 
thorough investigation of the circulation, pres- 
tige and other qualifications of the various 
trade, fraternal, religious and other periodicals 
published in the New Orleans territory, and as 
a result have selected the best, and are running 
joint advertising in these, following the same 
general plan as that employed with the daily 
press. When applications are received from 
other periodicals, they are investigated with the 
same care, and as a rule are either accepted 
or rejected unanimously, although any partici- 
pating bank that desires to use any of such 
periodicals is at liberty to do so. 

Unfortunately, for the general good of ad- 
vertising as a business force, there are all 
kinds of “fake” and “graft”? -advertising 
propositions which the advertising manager is 
compelled to consider. It is also unfortunate 
that so many “good” citizens who are devoted 
to entirely worthy enterprises of public or semi- 
public or charitable nature, are so easily hood- 
winked into endorsing and promoting so-called 
advertising schemes on behalf of those worthy 
causes. refer, of course, to programs, year 
books, church papers, school and club periodi- 
cals, fraternal publications, catalogs, etc., etc. 

One of the functions of the New Orleans 
Associated Banks’ Advertising Committee is to 
painlessly, but effectually, decapitate these nui- 
sances of the advertising field. 

Every advertising manager knows how diffi- 
cult it is sometimes to turn down applications 
for this gentle form of “graft.” Under the 
New Orleans Plan the banks have succeeded in 
washing their hands clean. Every application 
for advertising, the value of which is at all 
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doubtful, is required to be made in writing, 
and the member who receives it submits it 
to the Committee and here, after thorough in- 
vestigation usually it is swiftly, but painlessly 
put to rest. 

It is interesting to note in this connection 
that since the Committee was organized back 
in 1919, the number of these applications has 
steadily and materially decreased, so that today 
the banks are bothered very little. 

Now the actual cost of the constructive ad- 
vertising published by the Advertising Com- 
mittee runs about $12,000 a year. Each bank 
pays its share of this cost based on the pro- 
portion that its deposits bear to the total de- 
posits of all the banks. All bills are submitted 
to the bank handling the advertising for the 
current period, and this bank acts as a clearing 
house, makes the necessary adjustments, and 
submits the individual bills to the various 
banks. 

Under the New Orleans Plan the banks are 
able to do more advertising at less cost. The 
reason for this is that practically all of the 
advertising expenditure that formerly was de- 
voted to various forms of questionable adver- 
tising is now saved. As a matter of fact, the 
Committee’s report to the joint banks for the 
twelve months ending December 31, 1921, ex- 
hibits a saving of $42,460 covering advertising 
which was declined during the year, practically 
all of which would have been used had not the 
banks gotten together for mutual protection. 


_ The report of the committee also car- 
ries the following significant statement: 

“From our experience cation the past two 
years (the Committee having been appointed 
in May, 1919,) requests for advertising and 
contributions involving many thousands of dol- 
lars, which were formerly presented to the 
banks, are no longer presented, because it has 
become generally known that they will be sum- 
marily disapproved. Thus, in addition to sav- 
ing consi serebic money, much time is saved as 
well. 


Now as to results. Obviously it is al- 
most impossible to trace direct results 
from trust company or savings bank ad- 
vertising, and the banks that are coop- 
erating in the New Orleans plan have not 
yet expected any substantial results, par- 
ticularly to their trust departments, even 
though the campaign has been running 
for more than forty months. As a mat- 
ter of fact, however, it is interesting to 
know that the trust business now being 
handled by the New Orleans banks is 
greater in volume than ever before in the 
history of the city, and the managers of 
our various trust departments report that 
business is daily coming to them from 
“off the street,” and the only reason that 
they can give for it is the advertising 
which has been constantly running in the 
daily press. The savings departments of 
the banks also report the largest totals 
that they have ever enjoyed and the in- 
crease has been noticeable since this co- 
ep ots plan was inaugurated back in 


To summarize: It is a fact that the 
average person, be he bank customer or 
not, knows little or nothing concerning 
the many ways in which a bank can be of 
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definite and valuable service to him. It is 
a fact also that the American people are 
free and easy spenders, and that the prac- 
tice of constructive thrift in our country 
has not been adequately developed. Still 
further it is a fact that most people know 
little or nothing of fiduciary banking. 
Obviously, it is the duty of the bank, both 
from the standpoint of selfishness and 
from the standpoint of the general good, 
to spread among the people a knowledge 
of what the bank is, and what it does, and 
can do. 

_ In operating the New Orleans plan of 
cooperative bank advertising, the banks 
of New Orleans believe that while in- 
evitably they are helping themselves, they 
are, in a bigger and broader way, also 
performing a worth-while public service 
which will produce for the banks, for the 
business people, and for the community 
generally future dividends that never can 
be measured. 


Insuring Insurance 


A prominent feature of the National 
Publicity Campaign for Trust Companies 
is the advocating of enlarging estates 
through the purchase of insurance, made 
payable upon the death of the insured to 
a trust company as trustee. 

To assure the proper management and 
investment of this money, purchasers of 
insurance are urged to have their policies 
made payable to a trust company as trus- 
tee, and then have a simple agreement, 
between the insured and the trust com- 
pany, drawn by a lawyer in which it is 
clearly specified how the insurance money 
shall be distributed or invested. 

This method of enlarging or even cre- 
ating estates is described fully in a 
pamphlet entitled, “Your Wife and Your 
Insurance,” which is being advertised by 
the Committee on Publicity in nationally 
circulating magazines and is being used 
throughout the country by the several 
hundred trust companies supporting this 
campaign. 

Many millions of dollars of insurance 
money are paid each year to trust com- 
panies as executors and trustees and ad- 
ministered by them under wills. Any 
arguments offered against this practice 
should be met by statements which are 
so well known to trust company officials, 
illustrating the safeguards provided by 
the trust company and consequent benefit 
to one’s family. 

A new folder entitled “Your Wife and 
Your Estate” is being distributed by the 
Committee on Publicity to subscribers to 
this campaign. 


New State Vice-Presidents 


Since the publication of the names of 
State Vice-Presidents, Trust Company 
Division for 1922-23, in the August issue 
of the JourNaL, notices have been re- 
ceived of elections in the following states: 


Colorado—D. T. Stone, president U. S. 
ae and Trust Company, Grand Junc- 
ion. 

Delaware—Charles H. Maull, director 
The Sussex Trust Company, Lewes. 

District of Columbia—Edson B. Olds, 
treasurer Union Trust Company, Wash- 
ington. 

Idaho—Ramsey M. Walker, vice-presi- 


National Bank of Commerce 
in New York 


Established 1839 


STATEMENT OF CONDITION SEPTEMBER 15, 1922 


RESOURCES 


Loans and Discounts.$225,452,494.70 
Overdrafts, secured 
and unsecured . 
United States Securi- 

ties 

Other Bonds and Se- 
curities 

Stock of Federal Re- 
serve Bank 

Banking House 

Cash in Vault and 
due from Federal 
Reserve Bank 

Due from Banks and 
Bankers 

Exchanges for Clear- 
ing House 

Checks and other Cash 
Items 

Interest Accrued .... 

Customers’ Liability 
under Letters of 
Credit and Accept- 


3,629.47 
99,531,584.53 
7,037,857.54 
1,500,000.00 
4,000,000.00 
58,472,902.14 
5,575,645.55 
59,220,192.68 


3,016,937.50 
1,065,113.38 


30,678,299.49 


$495,* 54,656.98 


PRESIDENT 
JAMES S. ALEXANDER 


VICE-PRESIDENTS 
LOUIS A. KEIDEL 
DAVID H. G. PENNY 
JOHN E. ROVENSKY 


J. HOWARD ARDREY 
JOSEPH A. BRODERICK 
GUY EMERSON 


LIABILITIES 


Capital Paid up $25,000,000.00 


Surplus 25,000,000 00 


Undivided Profits..... 12,778,559.58 


Deposits 391,716,483.46 


Dividends unpaid ... 12,556.50 
Reserved for Interest, 
Taxes and _ other 


Purposes 6,618,828.68 


1,365,476.30 


Unearned Discount .. 


Letters of Credit.... 11,636,217.41 
Acceptances executed 


for Customers .... 19,838,747.59 
Acceptances sold with 
our endorsement... 


1,587,787.46 


$495,554, 656.98 


FARIS R. RUSSELL 
STEVENSON E. WARD 
ROGER H. WILLIAMS 


SECOND VICE-PRESIDENTS 


HARRY P. BARRAND 
LOUIS P. CHRISTENSON 
JAMES |. CLARKE 


CASHIER 
ROY H. PASSMORE 


ELMORE F. HIGGINS 
ARCHIBALD F. MAXWELL 
FRANZ MEYER 


EDWARD H. RAWLS 
EVERETT E. RISLEY 
HENRY C. STEVENS 


AUDITOR 
PAUL B. HOLMES 


DIRECTORS 


JAMES S. ALEXANDER CHARLES E. DUNLAP 
HERBERT P. HOWELL 
JOHN G. SHEDD 
VALENTINE P. SNYDER 


JOHN W. DAVIS 
HENRY W. de FOREST 


dent Wallace Bank and Trust Company, 
Wallace. 

Indiana—A. E. Metzger, vice-president 
Fletcher Savings and Trust Company, 
Indianapolis. 

Iowa—J. P. Kirby, president Provident 
Trust Company, Estherville. 

Montana—T. O. Hammond, vice-presi- 
dent Montana Trust and Savings Bank, 
Helena. 

Nevada—W. A. Shockley, vice-presi- 
dent and manager, Scheeline Banking and 
Trust Company, Reno. 


HARRY B. THAYER 
JAMES TIMPSON 
THOMAS WILLIAMS 


Oregon—E. H. Geary, vice-president 
Security Savings and Trust Company, 
Portland. 

Vermont—George M. Bessette, presi- 


dent Burlington Trust Company, Burling- 
ton. 

West Virginia—H. E. Laupp, trust offi- 
cer Dollar Savings and Trust Company, 
Wheeling. 

Wyoming—S. B. Cochran, cashier and 
secretary Wyoming Loan and Trust 
Company, Buffalo. 


British Savings Banks 


Preliminary figures from the Inspec- 
tion Committee of the trustee savings 
banks in Great Britain and Ireland are as 
follows for other than special investment 
departments: 


Number of depositors........ 2,230,700 
Deposits. 7.20 sees paeoe ee £73,084,000 
Invested sfuncdseande jetieee ee £72,995,200 
Gash onshandsee eee £1,244,900 


The number of trustee savings banks on 
November 21, 1920, was 163 with 169 
branches and 36 local agencies or re- 
ceiving offices. 


Cooperation by Local Druggists 


Opening of savings accounts and the 
making of deposits by mail have been 
facilitated by the East New York Savings 
Bank of Brooklyn by cooperation with 
a considerable number of local druggists. 

The banks supply the druggists with 
cheques for $5, $10, $25 and $50. At- 
tached to the cheques is a stub which the 
depositor detaches for his receipt, writing 
name and address (and if possible the 
account number) on the cheque, which 
the depositor then mails to the bank in 
an addressed envelope supplied by the 
druggist and the bank acknowledges re- 
ceipt by return mail. 

The pass book is presented at any con- 
venient time for entry of deposits, the 
deposits having been credited when the 
cheques were received. 

To open a new account the druggist 
will supply a signature card to be filled 
out and mailed with the cheque, a pass 
book being sent by return mail. 

There is no charge for the service and 
the druggist receives no compensation 
from the bank. The druggist is bonded 
and the cheques guaranteed by a surety 
company. 


Data on School Savings 


The third annual report of the Savings 
Bank Division on school savings banking 
systems throughout the country contains 
the more important figures from a total 
of 382 cities. This compares with 174 
cities included in our last previous report. 
Pamphlet copies will be sent to any 
member bank. 

By considering the detailed statements 
received in most cases from banks and 
comparing them with the honor roll 
which we printed last month and which 
will be reprinted in connection with this 
report, bankers will be able to follow sug- 
gestions contained in our “Monthly Busi- 
ness Text” in this issue and also to check 
the claims of salesmen and other advo- 
cates of particular systems. 


SAVINGS BANK DIVISION 


New Publications 


The Division office has reprinted for 
distribution to member banks two recent 
articles as follows: 

“School Savings in Dayton,” by H. H. 

Darst, president of the City National 

Bank, Dayton, Ohio. 


Saving’s Bank Division’s 
Monthly Business Text 


VII. Every school pupil a 
savings bank depositor. 


Aim: To teach both (1) thrift 
in money matters and (2) eco- 
nomics of practical banking. 

Plan: Obtain adoption by 
educational authorities of a 
“school project” involving a 
banking period with correlated 
instruction, and effective coopera- 
tion from bank depository. 

Steps: Consult the descriptive 
and tabular reports of the Sav- 
ings Bank Division (free to mem- 
ber banks) to determine method 
best adapted under local condi- 
tions to make every child a bank 
depositor to the full extent of his 
earning and saving capacity. 

Study and compare accomplish- 
ments in the most successful in- 
stallations, — success being mea- 
sured by percentage of pupils 
who become bank depositors and 
their average annual net savings. 
“Pick a winner.” 

Visit as many operating schools 
as possible. Having selected a 
plan, consult the banks which 
have used it for at least two 
years and make satisfactory 
showing in Division reports. 

The greater the preliminary 
investigation by the banker the 
greater will be his chances of 
avoiding the many causes of 
failure. 

Remember: (1) Expense and 
hard work are the lot of the 
school savings depository; (2) 
child interest is no easier to hold 
than adult; (3) the project is 
strictly educational, therefore 
fails insofar as all pupils are not 
taught to safeguard and profit by 
banking their savings; (4) mere 
collection of currency is not 
“educational.” 

Take a broad view of the 
work, for the children’s sake. 
Don’t envy but cooperate if an- 
other bank is depository for a 
successful system. 

The good of the next genera- 
tion is the aim, not the money 
collected. 


226 


This article describes a successful ef- 
fort to continue school savings banking 
work during the summer vacation by hav- 
ing the pupil tellers receive deposits from 
the children at the bank on the usual 
school banking day. 

“Case Against Postal Savings,” by M. 

Nadler. 

We can supply typewritten copies of an 
intimate and detailed discussion on “How 
to Conduct an Employees’ Savings Con- 
test,” by William J. Kelly of the Chicago 
Trust Company. 


The Savings Bank Business 


Wide publicity and much editorial com- 
ment has appeared since announcements 
by the Savings Bank Division of the 
facts that there are more savings accounts 
than there are families in the United 
States and that about one-half of the en- 
tire aggregate of all bank deposits are 
savings deposits. 

The tables which support these conclu- 
sions, and also a printed discussion of fhe 
subject by Deputy Manager Woodworth, 


are now available in bulletin form for 


distribution to member banks. 


Treasury Savings Certificates 


The issue prices of Treasury Savings 


Certificates were increased on October 1 
to $20.50 for the $25 certificate, $82 for 


the $100 certificate and $820 for the 


$1,000 certificate. 

“At the new prices.” Mr. Mellon said, 
“Treasury Savings Certificates will yield 
about 4 per cent. compounded semi- 
annually if held to maturity and about 3 
per cent. simple interest if redeemed be- 
fore maturity.” 


Competition for Savings 


A speaker before the annual meeting of 
the Association of Mutual Savings Banks 
in Massachusetts is reported to have said 
that the competitors of the mutual sav- 


ings banks have a right to do anything | 


which those banks leave undone. 

Is not this mere “half” truth? 

The competitors of the mutual banks 
have a right to attempt every plan which 
those banks adopt, with minor exceptions 
specified in the state laws. 

If so, it remains not only for the mu- 
tual savings institutions to extend their 
services, but also to 
strengthen their present facilities. 

It is a broad and open field in which 
the mutual savings banks still have great 
legal and moral advantages, but in which 
they are protected no more from the 
attacks of other banking institutions than 
from the carefully planned results of the 


distributors of real estate and securities. 


“Contract Loan” Condemned 


A resolution was : 
twenty-first annual convention _of the 
National Association of Supervisors of 


improve and 


adopted at the 
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State Banks, Detroit, July 21, following 
a debate between an exponent of the 
contract loan system and Messrs. Charles 
McKee, State Bank Commissioner of 
Arkansas, and Will G, Akers, as follows: 


“Be tt Resolved, That it is the sense of the 
members of this association that the public 
should be and hereby is warned against the 
purchase of that class of contract commonly 
referred to as 3 per cent. loan contracts. We 
believe that this form of contract is productive 
of unjust inequalities among contract pur- 
chasers and, in many cases, of absolute fraud.” 


School Savings Approved 


Resolutions of the Georgia Bankers 
Association, 1922, on school savings: 


“Resolved, That the association goes on 
record as indorsing most heartily the efforts 
being made by the American Bankers Associ- 
ation to encourage thrift among the children 
of our country with particular reference to the 
establishment of savings systems in the schools, 
We urge that this matter be given thoughtful 
consideration and we recommend that the 
children of our schools be encouraged in_ habits 
of thrift, that they be made familiar with the 
fundamentals of sound business procedure, and 
that every effort possible be made to impress 
on them the necessity for preparing themselves 

' for the responsibilities that will soon devolve 
upon them. In this work we urge that no 
artificial stimulus be used. No. incentive that 
is not in keeping with sound business practice. 
We feel that a Pee unjustice would be done 
them should children be induced to save by 
offering payment of interest at rates higher 
than those usually paid adult depositors—or if 
any steps be taken that would create an un- 
sound impression in the minds of these our 
future citizens.” 


The Colorado Bankers Association, at 
their July convention, listened to an inter- 
esting discussion on “Thrift in the Public 
Schools,” by a representative of the 
Colorado Parent-Teachers Association. 
The following resolution was adopted: 

“Whereas, The State Board of the Parent- 
Teachers Association is endeavoring to promote 
a movement among the pupils of our public 
schools having as their object the instilling of 
the thrift and savings habit on the minds 
of the young, now, therefore, 

“Be It Resolved, That we urge upon our 
members that it is their duty to contribute to 


this splendid movement, both morally and finan- 
cially.” 


Savings Deposits in France 


The number and amount of savings 
accounts in the savings banks of France 
are reported as follows, by Charles D. 
Westcott, Economic Consul at Paris, for 
January 1, 1922: Accounts, 15,738,000; 
* deposits, 8,149,000,000 francs; population, 
39,000,000. On the same day in 1914 
there were 15,066,000 accounts amounting 
to 5,829,000,000 francs. 


Pupils Solicit Bank Accounts 


The East New York Savings Bank of 
Brooklyn established a vacation contest 
among the pupils participating in its 
school savings banking system. 

Each new account was accompanied by 
a credit card showing the name of the 
pupil who induced the depositor to open 
the account, each such card showing that 
the pupil is entitled to 25 cents and also 
credit towards the awards and prizes, 
deposits of $25 or over creating two 
credits and of $50 or over four credits. 

Iso a three months’ subscription to the 
official magazine of the “Boy Scouts” is 
Sent to those who obtain three new de- 
positors and a full year’s subscription to 
those obtaining ten or more depositors. 
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The Mercantile Trust Company, has long held a 
leading position in St. Louis’ industrial and com- 
mercial life, and is therefore especially qualified to 
serve banks and business concerns seeking ade- 
quate banking connections in this important 
territory. 


Constant, iclose contact with leading financial 
centers, unexcelled trade and credit information, 
adequate resources, efficient organization and 
equipment enable us to render a comprehensive 
service through our nine specialized departments. 


Banking Real Estate Loan Safe Deposit 
Bond Real Estate Savings 
Corporation Public Relations Trust 
e 
Mercantile Trust Company 
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SAINT LOUIS 


Capital and Surplus $10,000,000 


eee | 
September 


Monthly Tendency in Savings Deposits 


Per Cent. SAVINGS Per Cent. 
Number Savincs Deposits Increase DEPposITs Increase 
Banks Sept. 1, 1922 Aug. 1,1922 Over Last Sept. 1, 1921 Over Last 
Reporting Millions illions Month illions Year 
64 1,104 1.9 1,102 1,061 4.0 
30 1,728 —2.5 1,728 1,654 4.4 
80 422 —4.3 423 412 23 
18 380 7.0 377 381 —1.1 
93 269 — .06 269 245 9.8 
82 163 —2.0 162 156 43 
219 778 3.8 776 768 1.4 
37 116 ky 114 103 2: 
15 79 1.0 79 79 02 
61 87 —3.1 87 80 8.3 
112 Hie 2.0 71 64 12.9 
75 772 —6.9 766 711 8.5 
886 5,975 1.4 5,961 5,718 4.4 


Uniform Method for Calculating Interest 


By W. F. AUGUSTINE 


Vice-President Merchants National Bank, Richmond, Va. 


HERE have been in recent 

years many attempts on the 

part of those interested in 
banking to standardize, so far as 
possible, the various practices of 
their business. These attempts have 
been very helpful in bringing about 
reforms which have been beneficial 
to the science of banking. No ef- 
fort, however, has been made to 
standardize the method of calcu- 
lating interest on deposit accounts 
maintained with banks by individ- 
uals, firms, corporations or other 
banking institutions. 

In order to approach this subject 
in a proper manner, one should first 
consider the fact there is a growing 
tendency on the part of depositors 
to demand interest on accounts 
which are subject to their check. 
Banks also in soliciting business 
have agreed, as an inducement, to 
pay interest on such balances. 

Without considering the efforts 
made during the latter part of the 
eighteenth century and the early 
part of the nineteenth century to 
bring about in the United States a 
standard form of banking under 
one system, and commencing our 
discussion at the time of the pas- 
sage of the National Bank Act, 
which was approved June 3, 1864, 
we find that this act provided that 
there should be three Central re- 
serve cities, viz.: New York, Chi- 
cago and St. Louis, and, in addition 
to these, over fifty other cities scat- 
tered throughout the United States 
which were to be known as reserve 
cities. Banks located in cities other 
than Central reserve or reserve 
cities were known as country banks, 
although a large number of these 
cities were municipalities of the 
first class. 

A large portion of the reserves of 
the country, under the National 
Bank Act, was held in the Central 
reserve cities, as it was obligatory 
that the reserve cities keep a large 
part of their reserves in the Central 
reserve cities. The country banks, 
although they were not obliged to 
do so, carried large accounts in the 
Central reserve.as well as the re- 
serve cities. 

While there was no national law 


which made it obligatory for state 
institutions to maintain reserves in 
either Central reserve or reserve 
cities, these banks also maintained 
their reserves to a large extent in 
the same manner as did the banks 
in the National Banking System. 
It will be noted therefore a large 
proportion of the reserves of both 
national and state banks, either di- 
rectly or indirectly, flowed into 
these reserve reservoirs. 

In order to induce surplus de- 
posits over and above the legal re- 
quirements, banks in both Central 
reserve and reserve cities, in the 
solicitation of business, offered as 
an inducement interest on deposit 
accounts subject to check. It was 
not the practice in those early days 
to make allowance for the time re- 
quired to collect checks received, as 
in many instances their arrange- 
ment with the bank maintaining the 
account permitted them to charge 
against it checks received in the 
usual course of business, and it was 
customary to figure that the inter- 
est saved by this method offset the 
loss of interest on items received 
for collection. 

During the years which inter- 
vened between the passage of the 
National Bank Act and the installa- 
tion of the Federal Reserve System 
there was no standard fixed by 
which one bank could determine 
the time required by another in- 
stitution to collect items deposited 
with it. Each bank had individual 
arrangements differing in so far as 
its relations with its correspondents 
differed. The Federal Reserve Sys- 
tem has standardized the time nec- 
essary for the collection of checks 
and it is now possible for every 
bank—whether a member of the 
Federal Reserve System or not—to 
standardize with mathematical ex- 
actness the time required to collect 


-checks deposited by its customers. 


The writer refrains from any dis- 
cussion as to whether the payment 
of interest on balances subject to 
check is theoretically sound, ex- 
cept to mention that, in his judg- 
ment, no interest would have been 
paid had it not been for strong 
competition. 
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Many of the ills of banking have 
been brought about in this manner, 
and in some instances unscientific 
competition has resulted in unsatis- 
factory conditions which have taken 
years to overcome. For example, 
the so-called exchange problem. 

If the various clearing houses in 
the United States were to stand- 
ardize the method of calculating in- 
terest, in so far as bringing into 
consideration items in process of 
collection or the so-called float— 
using the schedule of the Federal 
Reserve Bank of their district as a 
basis—great benefits would accrue 
to their members and a great sav- 
ing would be made by those banks 
which still pay interest on book 
balances, or which, in calculating 
interest, average the outstanding 
time on checks deposited for col- 
lection instead of calculating the 
actual time for the collection of 
each check deposited. 

The uniform interest rule of the 
Clearing House 
Richmond, which reads as follows, 
could be adopted and this would 
result in the elimination of a con- 
siderable amount of unscientific 
competition throughout the United 
States : 

“In paying interest on balances, mem- 
ber banks and those banks collecting or 
clearing through members, shall make 
deduction from book balances not less 
than the deferred credit schedule fur- 
nished by the Federal Reserve Bank of 
Richmond to the banking institutions of 
the city of Richmond, and shall pay in- 


terest only on the net balances derived 
thereby.” 


Of course, it would be necessary _ 


to change this rule to conform with 
local conditions. In some of the 


Federal Reserve districts—centers 
of which districts are only one or | 


two hundred miles apart—there are 


different methods of calculating in- _ 
terest, and this has brought about | 


disputes between banks maintaining 
accounts in more than one center. 
These institutions gain the wrong 
impression from one center, feeling 


that they are too grasping, while — 
the other center, which is brought 

into the argument, is considered by 
its correspondent bank as being too 


lenient. 


A e—-,> 


Association of- 


| 
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BEARERTGRARSLER 


Owners know that the good Maxwell Sedan 
is just as unusual in reliable, economical 
performance as it is in pronounced beauty. 
Its sound value is more than ever apparent. 


Cord tires, non-skid front and rear; disc steel wheels; drum type lamps; Alemite 
lubrication ; motor-driven electric horn; unusually long springs; deep, wide, roomy 
seats; new type water-tight windshield. Touring Car,$885; Roadster, $885; 
Coupe, $1235; Sedan, $1335. Prices f. 0. b. Detroit. Revenue tax to be added 


MAXWELL MOTOR CORPORATION, DETROIT, MICHIGAN 


MAXWELL MOTOR CO. OF CANADA, LTD. WINDSOR, ONT. 


“The Good 


MAXWEL 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 


National Bank Circulation 


HE section of the Federal Reserve 
Act providing for the retirernent 
of national bank circulation prior 
to 1935 was enacted evidently 
with the thought that the advent of the 
Federal reserve notes and the Federal 
reserve bank notes would make the 
national bank notes unnecessary and 
perhaps even undesirable. Actual hap- 
penings since that time, however, have not 
confirmed that belief. The national 
bank circulation outstanding in 1913 was 
$727,790,000. In the following year it 
reached the highest mark ever attained, 
there being $848,870,000 in circulation at 
that time. The lowest figure was touched 
in 1916 when it was $665,000,000. On 
June 30 of this year the national bank 
circulation amounted to $725,748,000, 
indicating that the volume had not been 
reduced, though the amount per bank is 
somewhat less because of an increase of 
747 in the number of banks. In 1913 
there were 7,514 national banks, while in 
August, 1922, the number was 8,261. 
_ The approach of the year 1925, at which 
time the 4 per cent. bonds now eligible 
to secure circulation will mature, makes 
important the question of what provision 
will be made for the continuation of 
national bank currency in whatever 
volume may be in circulation at that time. 
At present the total of the bonds available 
to secure national bank notes is $793,- 
115,000. This is divided as follows: 
Consols of 1930, bearing 2 per cent, 
$599,724,000; Panamas maturing in 1936, 
yielding 2 per cent. interest, $48,854,000; 
Panamas maturing in 1938 and bearing 
2 per cent. interest, $25,947,000, and 4 
per cent. bonds of 1925 amounting to 
$118,489,000. 

About 92 per cent. of all the bonds 
available for this purpose are now de- 
posited to secure circulation. The with- 
drawal of the entire series of 1925 
would leave for this purpose only 
$675,000,000, or approximately $50,000,- 
000 less than the circulation outstanding. 
Whether these securities will be funded 
to a later date and continue vested with 
the circulation privilege is something that 
must be determined in the meantime. 
This is not in any sense a momentous 
question, for similar ones have arisen 
a number of times before, but there is 
involved the matter of continuing the 
circulation of national bank notes. The 
fact that the volume has not been reduced 
since authority therefor was given, is 
indicative of the general feeling that 
they should not be retired compulsorily. 
The capital of all national banks amounts 
to approximately $1,300,000,000, which is 
the maximum of currency that could be 
issued. Thus it is seen that about 55 
per cent. of the possible amount is in 
circulation, and this long established and 


solidly grounded system of currency 
should be continued intact. 


Charter Extension Certificates 


The charters bill which recently was 
passed by Congress automatically ex- 
tended the charters of all existing 
national banks to June 30, 2021. No 
proclamation from any administrative 
officer is necessary to give effect to the 
terms of the law. However, the Comp- 
troller of the Currency conceived the 
thought that banks might like to have 
some definite official statement, and with 
this in mind he is preparing engraved 
certificates for all banks. They recite 
the terms of the new law and officially 
declare that under its provisions ‘the 
charter of the recipient bank was so 
extended. The Comptroller is signing 
all of these certificates which also bear 
the imprint of the seal of his office. 

Preparation of these documents is 
slow work, but as rapidly as they can 


be completed they are being distributed. “ 


Vice-President Head Returns from 
Europe 


Walter W. Head, vice-president of 
the American Bankers Association and 
former president of the National Bank 
Division, recently returned from a trip 
abroad, where he attended the interna- 
tional conference of Boy Scouts of 
America which was held in Paris late in 
July. In speaking of present conditions 
in European countries, Mr. Head stated 
that the problem of greatly depreciated 
currency which several of the continental 
countries have to contend with will pre- 
clude a material improvement from an 
economic standpoint until currency condi- 
tions can be more satisfactorily adjusted. 

Mr. Head visited a number of coun- 
tries, including Austria, Germany, Bel- 
gium, France, Switzerland, Holland, 
Czecho-Slovakia and the British Isles, 
and expresses the opinion that England 
has not only made a more rapid recovery 
than other countries since the war, but 
the appreciation of her currency has con- 
tinued until it possesses now but little 
less than its pre-war value. He spoke 
of the historic and intensified hatred ex- 
isting between the French and the Ger- 
mans and expressed the belief that an- 
other conflict between these two countries 
is unavoidable if something is not done to 
abate that feeling and improve the con- 
ditions under which the citizens of both 
countries are living. Even though the 
citizens of this country may feel them- 
selves afflicted by strikes and labor 
trouble, yet, in the words of Mr. Head, 
“our troubles pale into insignificance 
when compared to the problems which 
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confront the European nations, and for 
the benefit of those who have not visited 
Europe let me unhesitatingly state that 
we should be grateful indeed for the fact 
that we are Americans and live in 
America.” 


Comptrollers Calls 


During the closing days of the recently 
adjourned session of Congress the bill to 
require the Comptroller of the Currency 
to issue but three calls for bank state- 
ments each year, instead of five, as now 
directed by law, was advanced one more 
step toward enactment. 
favorably to the Senate from the com- 
mitte to which it was referred, and is 
now on the Senate calendar to be called 
up at any time. Previously it passed the 
House and its nearness to completion 
now sustains the hope that early in the 
next session it will be written into the 
law. 


The First National Bank of Richmond 
and the Richmond Savings Bank, with 
combined resources of more than $2,800,- 
000, Charles J. Crary president, have 
passed into the banking family of the 
Mercantile Trust Company of San Fran- 
cisco and will henceforth be known as 
the Mercantile’s Richmond Branch. Mr. 
Crary becomes a vice-president of the 
Mercantile Trust Company and will con- 
tinue in charge of the Richmond branch, 
the personnel of the two merged banks 
remaining undisturbed. Larkin J. Younce 
becomes vice-president and assistant man- 
ager. The First National Bank of Rich- 
mond was established by Mr. Crary soon 
after his graduation from Stanford Uni- 
versity in 1910 and under his management 
proved a success from the start. 


Allard Smith Joins Trust Co. 
Publicity Committee 


Evans Woollen, Chairman of the Ex- 
ecutive Committee of the Trust Company 
Division, has appointed Allard Smith, 
vice-president Union Trust Company, 
Cleveland, Ohio, as a member of the 
Committee on Publicity of the Trust 
Company Division to succeed G. Prather 
Knapp, former publicity manager of the 
Mississippi Valley Trust Company, St. 
Louis, Mo., who resigned from mem- 
bership upon the committee some time ago. 


It was reported | 
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HE Royal would never have become the true aristocrat of typewriters 
that it is today if it excelled in only a few of the things it does. 


Because it actually does excel in every branch of typewriting, the 
Royal is used for a wider variety of work than any other typewriter. 


From Australia to Iceland and from New York to Calcutta, the Royal 
is used by manufacturers and professional men, by merchants and law- 
yers, financial institutions, governmental departments and railroads. In 
short, by everybody who appreciates finer typing, especially when more 
durability, greater speed and easier operation are combined with it. 


The standard carriage on a Royal Typewriter has a longer printing 
line. It is wide enough to enable the use of a greater number of office 
forms without the expense of a wide carriage machine. 


ROYAL TYPEWRITER COMPANY, INC. 
Royal Typewriter Building, 364-366 Broadway, N. Y. 
Branches and Agencies the World Over 
Chief European, Office: 75A Queen Victoria Street, London, E. C. 


Principal Canadian Office: 36, Notre Dame Street, West, 
Montreal, P. Q. 


“Compare the Work” 


Wher writing to advertisers please mention the “Journal ef the American Bankers Association.” 


State Banks and the Federal 
Reserve System 


What foundation is there for the state- 
ment that state-chartered banking insti- 
tutions are withdrawing their membership 
in the Federal Reserve System? Ac- 
cording to official records, 1,848 state 
banks and trust companies have joined 
the Federal Reserve System since its 
inauguration and only forty-three have 
voluntarily withdrawn. The following 
tabulation shows the number of state 
banks and trust companies in the Federal 
Reserve System each year from Decem- 
ber 31, 1914, to June 30, 1922, inclusive, 
together with their resources in respective 
years enumerated, in thousands of dol- 


lars: 

End of Number Resources 

the Year of Banks ($1,000’s) 
Dyes Hl, WOW Sa ae 8 92,608 
Decwrol, 19. Saeee ne 31 279,640 
DeCae2/ ul 91 Omens 37 464,279 
Bec. 3 lO 1 7c eae 250 5,013,885 
Dec, ool wel Oleh eer 930 7,482,113 
Decadal O19 seen 1,181 9,913,707 
Dec. 29, 1920:..... 1,481 10,408,070 
Decheo li gel9Z eee 1,614 10,178,912 
june 30% S22 eae 1,648 11,026,082 


The fact that the resources of state- 
chartered members of the Federal Re- 
serve System now amount to over eleven 
billion dollars speaks for itself. 


Division State Vice-Presidents 


OLLOWING is a list of State 
FF ice Presitents of the State Bank 
Division elected since the annual 
convention of the American Bank- 
ers Association at Los Angeles last year: 

Alabama—John J. Flowers, vice-presi- 
dent Dothan Bank and Trust Company, 
Dothan. 

Arizona—A. T. Esgate, cashier Valley 
Bank, Phoenix. 

Arkansas—J. A. Mott, president Peo- 
ples Bank, Blytheville. 

California—L. G. Bradley, vice-presi- 
dent Southern Trust and Commerce 
Barik, San Diego. 

Colorado—R. H. Bailey, American 
Bank and Trust Company, Denver. 

Connecticut—W. H. Rowley, Cashier 
United States Bank, Hartford. 

Delaware—Hon. George L. Medill, 
State Bank Commissioner, Dover. 

District of Columbia—Maurice Otter- 
back, president Anacostia Bank, Ana- 
costia, P. O., Washington. 

Florida—Forrest Lake, President 
Seminole County Bank, Sanford. 

Georgia—J. E. Hall, vice-president 
Bank of Soperton, Soperton. 

Idaho—Ramsay M. Walker, vice-presi- 


dent Wallace Bank and Trust Company, 
Wallace. 

Illinois—O. F. Anderson, cashier Mo- 
line Trust and Savings Bank, Moline. 

Indiana—Hugo C. Rothert, president 
Huntingburg Bank, Huntingburg. 

Iowa—A. F. Balch, president Marshall- 
town State Bank, Marshalltown. 

Kansas—Bert E. Mitchner, 
State Exchange Bank, Hutchison. 

Kentucky—Ben Grogan, cashier Bank 
of Murray, Murray. 

Louisiana—Emile Regard, president 
Central Bank and Trust Company, Man- 
sura. 

Maine—Geo. A. Safford, secretary- 
treasurer Hallowell Trust and Banking 
Company, Hallowell. 

Maryland—Webster 
Park Bank, Baltimore. 

Michigan—H. A. Morris, cashier First 
State Savings Bank, Muskegon Heights. 

Minnesota—Frank Gross, president 
North American Bank, Minneapolis. 

Mississippi—Leo W. Seal, cashier Han- 
cock County Bank, Bay St. Louis. 

Missouri—J. W. Atterbury, Jr., 
dent Madison Bank, Madison. 

Montana—Theo. Torbenson, president 
Bank of Commerce, Kalispell. 

Nevada—G. F. Willis, cashier Lyon 
County Bank, Yerington. 

New Hampshire—J. Q. A. Wentworth, 
cashier Salmon Falls Bank, Salmon Falls. 

New Jersey—IJoseph Parr, president 
Claremont Bank, Jersey City. 

New Mexico—H. L. Boyd, 
Citizens State Bank, Mills. 

New York—W. J. Simpson, president 
Genesee Valley Trust Company, Roches- 
ter. 

North Carolina—T. E. Bobbitt, cashier 
Citizens Bank, Wake Forest. 

North Dakota—T. L. Beiseker, presi- 
dent Wells County State Bank, Fessenden. 

Ohio—W. R. Meyers, vice-president 
Geo. D. Harter Bank, Canton. 

Oklahoma—D. P. Richardson, presi- 
dent Bank of Union, Union. 

Oregon—A. K. Parker, cashier Enter- 
prise State Bank, Enterprise. 

Pennsylvania—Samuel Marshall, cash- 
ier Dime Savings Bank of Chester 
County, West Chester. 

Rhode Island—Henry A. Grimwood, 
president High Street Bank, Providence. 

South Carolina—T. S. Bannister, cash- 
ier Carolina Savings Bank, Anderson. 

South Dakota—Fred R. Smith, cashier 
Farmers State Bank, Platte. 

Tennessee—Walter McCoy, vice-presi- 
dent Mechanics Bank and Trust Com- 
pany, Knoxville. 

Texas—Thomas E. Mathis, vice-presi- 
dent Central Trust Company, San An- 
tonio. 

Utah—A. P. Bigelow, cashier Ogden 
State Bank, Ogden. 
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cashier 


Vermont—A. H. Chandler, treasurer 
Bellows Falls Trust Company, Bellows 
Falls. 

Virginia—H. M. Holland, cashier 
Farmers Bank of Nansemond, Suffolk. 

Washington—R. B. Field, vice-presi- 
dent Leavenworth State Bank, Leaven- 
worth. 

West Virginia—James A. Sigafoose, 
Ste Marshall County Bank, Mounds- 
ville. 

Wisconsin—W. A. von Berg, cashier 
State Bank of Mosinee, Mosinee. 

Wyoming—H. J. Hall, cashier Basin 
State Bank, Basin. 


Bank Ownership 


Bank Supervisor John P. Duke of the 
State of Washington recently made an 
analysis of the ownership of banks under 
his jurisdiction. He says that housewives 
own more bank stock in Washington 
than capitalists, and doctors own more 
stock than brokers. Many stockholders 
come from other walks in life. A large 
number are farmers. Bankers are cred- 
ited with holding 45,206 shares of stock 
in the state banks, according to this re- 
port. The next largest owners of bank 
stock are the farmers, who own 13,178 
shares, representing a par value of nearly 
$1,250,000. Merchants come next, with 
10,692 shares, closely followed by the 
women, who represent 10,586 
Men who have retired from active work 
are credited with 8,331 shares. Farmers 
are largely represented in this class. 


Eligibility for Rediscount 


A New Mexican banker writes: 

“There seems to be a line, much too 
fine, drawn on certain industries as to 
eligibility of their paper for rediscount 
by Federal Reserve Banks. I have in 
mind the laundry and contracting indus- 
tries. These two we have come in con- 
tact with, and there might be more of 
different lines subject to the same dis- 
crimination. Both laundries and con- 
tractors make use of manufactured 
products from concerns whose paper is 
eligible, and such advance of credit they 
may receive is for the direct purpose of 
carrying on their respective lines of busi- 
ness. 
I am not aware, but it seems that any 


- legitimate industry is entitled to have its 


paper termed eligible, based, of course, on 
a sufficient showing of assets.” 


New Bank Commissioners 


John B. Byrne of Putnam, Conn., 
formerly bank examiner, has been ap- 
pointed State Bank Commissioner by 
Governor Lake. Mr. Byrne is thirty-six 
years old and is one of the youngest men 
to receive this post. 

Following the resignation of Hon. Ed. 
Hall as Commissioner of Banking and 
Insurance of Texas, Hon. J. L. Chapman 


was appointed to fill that position. Mr. 


Chapman was formerly cashier of the 
Central State Bank of McKinney. 


There might be a reason of which 


shares. 
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UNUSUAL ACCOMPLISHMENT 


AMERICAN BANKERS ASSOCIATION CONVENTION 
NEW YORK CITY, OCTOBER 2-6, 1922 


COMMITTEE OF ONE HUNDRED 120 BROADWAY, NEw YORK 


SEWARD PROSSER, CHAIRMAN ROOM 1461 


EXECUTIVE COMMITTEE RECTOR 9177 
WALTER E. FREW, CHAIRMAN 


EXECUTIVE MANAGER 
GuY EMERSON 


Sept.23,1922. 


Norman T.A.Munder & Co. 
Market Place 
Baltimore 


Gentlemen: 

I want to express my cordial appreciation of 
a perfect piece of printing. Your co-operation 
with me in the work of the "BOOK OF NEW YORK" from 
the beginning has been of an expert nature and 
= most satisfactory. I congrat- 
ulate you on the results of 
the handling of this diffi- 


cult piece of printing. 
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Very truly yours, 


Cae 


Executive Manager 


heer erence 
of ————— 


Original size of book 94x12} inches; 84 pages, many of them 
in color; 18,000 lbs. in the shipment—a very quick delivery. 


NORMAN T.A.MUNDER & CO., BALTIMORE 
cAmerica’s Best Printing for Successful cAdvertising 


CONSULTATION INVITED 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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ON SEPTEMBER 21, 1922 
THE BANK OF NEW YORK 


(ESTABLISHED 1784) 


WAS MERGED WITH 
NEW YORK LIFE INSURANCE & TRUST CO. 


(ESTABLISHED 1830) 


UNDER THE NAME OF 


Bauk of New York & Trust Cn. 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $15,500,000 
AGGREGATE DEPOSITS OVER $75,000,000 


et suitable arrangements can be made for accommodating in one building all departments 
of the Bank of New York and Trust Co., the banking business heretofore transacted by The 
Bank of New York will continue to be carried on at No. 48 Wall Street, to be known as the “ Banking 
Office” and the trust and banking business heretofore transacted by the New York Life Insurance & 
Trust Company will continue to be carried on at No. 52 Wall Street, to be known as the “Trust Office.” 
From September 21, 1922, however, new business of any kind may be taken up at either office of the 
Bank of New York & Trust Co. 

The entire personnel of both Institutions will be retained and the Company will be fully equipped 
to handle financial business of any kind on conservative and safe lines. 


OFFICERS 
Hersert L. Grices, Chairman Board of Trustees 
Epwin G. Merri.u, President 


BANKING OFFICE, 48 WALL STREET 


L. F, Kiesewetrer . . Vice-President ArTHuUR F, AtBro. . Assistant Treasurer 
JosepH Anprews.._.. Vice-President Georce S. Butter . Assistant Treasurer 
Ropert E. Mitter . . Vice-President Georce W. GAarRreETSON Assistant Treasurer 
Freperick C. Metz, Jr..° . Treasurer Witi1aM J. Kenmore Assistant Treasurer 


F, WriiiiaM ZIEGLER . Assistant Treasurer 


TRUST OFFICE, 52: WALLeSTREET 


Henry Pariso. . . . Vice-President JounC. Vepper . . . . Secretary 
ZecER W. VAN ZELM . . Vice-President ALGERNON J. Purpy Assistant Secretary 
J. Lovis van Zetm ._. Vice-President WivuraM B. Austin Assistant Secretary 
CuarLes EtprepGE . Assistant Secretary 
HONORARY TRUSTEES 
Freperic W. Stevens, Elected 1872 C. D. Levericn, Elected 1876 Stuyvesant Fisu, Elected 1883 
BOARD OF TRUSTEES 
Edmund L. Baylies Cleveland H. Dodge James B. Mabon John J. Riker 
Nicholas Biddle Philip T. Dodge Alfred E. Marling W. Emlen Roosevelt 
Joseph H. Choate, Jr. Herbert L. Griggs William J. Matheson Henry C. Swords 
Henry D. Cooper Edward J. Hancy Edwin G. Merrill Moses Taylor 
TC i Robert C. Hill Lewis Spencer Morris Hacetd ML Toeneend 
vom romwe Eustis L. Hopkins Frank C. Munson | : 
William M. Cruikshank Samuel'T Hubbard Stephen P. Nash Howard Townsend 
Thomas Denny Columbus O’D. Iselin Walter Wood Parsons . Paul Tuckerman 


Early in October, 1922, the Company contemplates opening a branch office at the corner of Madison Avenue and 63rd 
Street in a unique building recently erected for the purpose, under the management of 
Ernest H. Cook, Vice-President and Manager 
Ratpu M, Jounson, Assistant Manager Owen H. Situ, Assistant Secretary 
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a arrest ALS a a ines Oe oie Se Ne 


‘“‘The only book I need to keep now is my Bank Book!”’ 


Here’s the SIMPLE Way to Keep 
Depositors Coming in at 
Regular Intervals 


This solves the problem of teaching new depositors “how to save’’ systematically 


This ad appears in the leading publication making ae value S Be oe Speke so Like every other woman, vf 
ou’re giving 50 cents when you give a depositor Susie-Savit’s Home Cash Register. : 
‘ Eee fee , hate to keep cash accounts, so 


: I devised this plan to Budget 
my income without keeping any 


50%" this _ brn a ng book except my Bank Book! 


oes y 2 his idea of mine is received 
It helps you PUT money in the bank. It REx — ! with heartfelt thanks and open 
iPsdue pe the mil el th eee il othe oars | arms by women everywhere. 
aAves the money. Fortene aie shooting I only made 2,000 of them, 


and college expenses. It has the money | : 

forthe Dieter when you NEED it. Get this, Cy and a week after Behe first ad 
YOUR first aid to having money when you /<aid | appeared in the New York 
need it, it only costs fifty cents postpaid. || ™ : I 
Here it is — Sunday Times, Globe, etc., 


SUSIE SAVIT’S | Pn S placed a manufacturing order 


Put and Take | es ae 
CASH REGISTER i co Put & for 100,000. 


for the Home @ Regist ’ i ] 
You’ll like it because you don’t have to be a book- 3 Ah I’m swamped with 50c pieces 


keeper touseit. It always hasmoney whenyouneedit. and stamps, so I know Bankers | 


Order two for a dollar and give one to your best 


friend. It’s guaranteed to last a year. will find my little system in 


If you order two and pond ea? in is Pee ee $.50 and oe ne Aa one 1 a b 

stamps, money order or check we wi today. If after you’ve used it for thirty 1 

send you achart that has helped 20,000 days, it isn’t all I claim, send it back demand and highly value pie 
women depositors. 


DOONAN ata“ ata o*aintc*ocsoaiaaad OOO *o*o*{o%"o*ote"ea fax 


Sogo 


housewives. Charge alone for this chart and I’ll return your money. 
Begs ee Address: Susie Savit ( 8%. 
Coit re 469 Seventh Avenue, N. Y. City My price in 100 lots im- 
printed with three-line bank | 
name and address is 25c each. | 
Sample postpaid to bankers, their wives, and 
bank employees for 50c silver or stamps, and my 
budget chart (50c), two for $1.00, postpaid. 


Science—Write TODAY. 
| Copyright ’22 J.W. Lindau Jr., N.Y. 


Tear Out, Fill In and Mail This Coupon 


Get 100 and give one to each backward, slow depositor. 
Costs only $25.00 at 25c each. | 


SUSIE-SAVIT, 
14th Floor, 469 Seventh Ave. 


Enclosed please find $........ for a eee ] 
Susie-Savit’s Home Cash Register as per offer ] 


in American Bankers Journal. SUSIE-SAVIT 


Bank’ 52.5725: hice meee eran ate ee (Save-/t) 
NQMC ices os Selene ee aes ore eee ae i 14th Floor-AB 469 Seventh Ave. New York City 
Street or R. F. D. No. address............... J] Copyright ’22 JEW. Lindau, Jr. N.Y. 

I 
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New Banks Organized 


ALABAMA 


Alabama City—Alabama City Bank. 
President, C. B. Forman; cashier, G. 
Brown. 

Birmingham — Federated Bank and 
Trust Company. Capital, $50,000. Cash- 
ier, S. B. Wilson. 


ARIZONA 
Phoenix—Guaranty Trust Company. 


ARKANSAS 


Lamar—The First National Bank. 
Capital, $25,000. President, J. W. Haw- 
kins ; cashier, Ike Hawkins. 


CALIFORNIA 


Glendale—Commercial 
Bank. Capital, $25,000. 

Johannesburg—First Bank of Johan- 
nesburg. Capital, $25,000. 

Laguna Beach—Commercial and Sav- 
ings Bank. Capital, $25,000. 

os Angeles— West Adams 
Bank. Capital, $25,000. 

Los Angeles—West Side State Bank. 
Capital, $25,000. 

Pasadena—Commercial Bank of Pasa- 
dena. Capital, $100,000. 

Redondo Beach—Commercial and Sav- 
ings Bank. Capital, $50,000. 

San Antonio Township — Whittier 
Boulevard State Bank. Capital, $25,000. 

Seal Beach—California State Bank. 
Capital, $25,000. 

Torrance—State Exchange Bank. Cap- 
ital, $30,000. President, J. B. Hines; 
cashier, R. S. Huber. 

Wilmington— Bank of Wilmington. 
Capital, $50,000. 


CoNNECTICUT 
Bridgeport—City Industrial Bank. 
Hartford—Bank of Central and South 

America. Capital, $5,000,000. Treasurer, 
Jacob Bloom. 


and Savings 


State 


FLORIDA 


Gainesville—Florida Bank and Trust 
Company. (Succeeded Florida ‘National 
Bank.) Capital, $250,000. President, 
T. J. Cone; cashier, C. S. Niblo. 

Little River—Bank of Little River. 
Capital, $15,000. President, J. W. Spi- 
vey; cashier, John L. Grice. 

_ Palm Beach—First State Bank. Cap- 
ital, $25,000. President, Mr. Griffin; 
cashier, Mr. Donald. 

Valparaiso—Valparaiso State Bank. 
Capital, $15,000. President, James E. 
Plew; cashier, J. H. Angle. 


GEORGIA 


Atlanta—Citizens and Southern Com- 
pay Capital, $200,000. President, Wm. 

urphy; secretary, W. H. Sexton. 

Macon — Georgia Banking . Company. 
Capital, $50,000. President, W. E. Boze- 
man 


Richland—Georgia State Bank. 


ILLINOIS 


Chicago— Amalgamated Trust and 
Savings Bank. Capital, $200,000. Presi- 
= R. L. Redheffer; cashier, Ralph S. 

avis. 


Chicago—Ashland Sixty-Third Street 
Bank. Capital, $200,000. President, 
Ernest A, Curtis; cashier, S. M. Dague. 

Chicago—Cragin State Bank. Capital, 
$100,000. President, George S. Foster; 
cashier, H. H. Franzen. 

Chicago—North Shore Trust and Sav- 
ings Bank. Capital, $200,000. ; 

Gillespie—Peoples State Bank. Presi- 
dent, R. E. Long; cashier, W. E. Cava- 


. naugh, 

Kent—Kent State Bank. Capital, 
$50,000. 

Smithton—First State Bank. Capi- 


tal, $25,000. President, J.-A. Miller; 
cashier, William Ullrich. 

Sterling — Farmers and Merchants 
State Bank. Capital, $100,000. 


INDIANA 


Beech Grove—Citizens Bank of Beech 
Grove. Capital, $10,000. 

Freedom—Citizens Bank. 

Gynneville — Gynneville State Bank. 
Capital, $25,000. President, Charles S. 
Windoro; cashier, E. H. Bond. 

Indianapolis—East Washington State 
Bank. Cashier, Norman Metzger. 

Indianapolis—Roosevelt Avenue State 
Bank. Capital, $25,000. President, 
Evans Woollen; cashier, Edward Koenig. 

Mooreland — Mooreland State Bank. 
Capital, $30,000. 

Mt, Summit—Mt. Summit Bank. Cap- 
ital, $25,000. President, Joseph P. Ice; 
cashier, C. E, Lamb. 

Napanee—Farmers Loan and Trust 
Company. Capital, $25,000. 

South Bend—River Park State Bank. 
Capital, $50,000. 

Yorktown — Yorktown State Bank. 
Capital, $25,000. President, R. H. Curtis. 


Iowa 


Braddyville—Farmers and Merchants 
Bank. President, L. McClarnon ; 
cashier, J. S. Bassigner. : 

Des Moines—East Side State Bank. 


KANSAS 


Lake City—First State Bank. Capital, 
$25,000. President, J. A. Simmons; cash- 
ier, Miss C. C. Groendycke. 

swego—American State Bank. Pres- 
ident, J. D. Brader; cashier, Frank 
Ferris. 


KENTUCKY 


Harlan—The Citizens National Bank. 
Capital, $100,000. President, C. E. Ball; 
cashier, G. G. itcomb. 

Hazel—Farmers Bank. Capital, $15,- 


Hester—Hester Deposit Bank. Capi- 
tal, $15,000. 

Junction City—Citizens Bank. Capital, 
$15,000. President, E. McAnly; 
cashier, Vergil Popplewell. 

Louisville—Southern Trust Company. 
Capital, $200,000. President, Casselberry 
Dunkerson, 

Uniontown—Farmers Bank of Union- 
town. Capital, $40,000. 

Warsaw—Farmers State Bank. Cap- 
ital, $25,000. 
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MARYLAND 


Chestertown—Citizens Bank. Cashier, 
J. Frank Connelly. 
Germantown—Germantown Bank. 


MICHIGAN 


Fowler—Peoples Banking Company. 
President, L. Sturgis; cashier, H. C. 
Miller. 

Homer—Farmers and Merchants Bank. 
Capital, $50,000. President, Seth Mc- 
Allister; cashier, H. P. Sherrard. 

Lansing—Peoples State Savings Bank. 
President, W. E. McNamara; cashier, 
J. T. Mallett. 

Springwells—Wayne County and Home 
Bank. President, Julius H. Haass; cash- 
ier, Wm. H. McClenahen. 


MINNESOTA 
Holt—Marshall County State Bank. 
Capital, $15,000. 
Minneapolis—Produce State Bank. 
Shakopee—Shakopee State Bank. Cap- 
ital, $25,000. 


MIssIssIPP1 
Ripley—Peoples Bank. Capital, $15,- 
000 


Tupelo—Citizens State Bank—Presi- 
dent, T. L. Wilson. 


Missouri 


Blodgett — Citizens Bank. 
$10,000. ; : 

Franklin—Franklin State Bank. Capi- 
tal, $12,000. President, R. E. Boon; 
cashier, F. A. Temple. 


Capital, 


Hamilton—Citizens Trust Company. 
Capital, $50,000. 

Kahoka—Farmers Trust Company. 
Capital, $50,000. 

Mercer — Citizens Bank. Capital, 


$15,000. 
Worland—Worland State Bank. Capi- 
tal, $10,000. 
NEBRASKA 


Fremont — Union Trust Company. 
Capital, $50,000. President, Henry Tieg- 
ler; secretary, H. Beckman. 

Homer—Homer State Bank. Capital, 
$25,000. President, H. C. Hansen; cash- 
ier, L. E. Cozad. 

Newcastle— American State Bank. 
Cashier, J. E. Cryan. 

Spencer—Spencer State Bank. Capi- 
tal, $25,000. President, E. M. Baumann; 
cashier, A. B. Scannell. 


New JERSEY 


Collingswood — Collingswood Trust 
Company. Capital, $100,000. 

East Orange—Ampere Bank. Capital, 
$100,000. Vice-president, Finley J. Shep- 


herd. 
Haddonfield—Haddonfield Trust Com- 
pany. Secretary, Harry E. Richman. 
Hawthorne—Peoples Bank. President, 
James Lappin; cashier, Harry S. Dobler. 
Jersey City—Bergen Savings Bank. 


New York 
Germantown—The Germantown Na- 
tional Bank. Capital, $50,000. President, 
Robert R. Livingston; cashier, J. R. 
DuBois. 
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NO ORDER TOO LARGE AND NONE TOO SMALL 


FOR OUR PAINSTAKING ATTENTION 


lh, 
i Ni 


‘ih aa 


NYG 


My = 


AMERICAN BANK SUPPLY Co. 


OPERATED AND CONTROLLED BY 
THORNTON-LEVEY CO. 


BANK OUTFITTERS 


‘INDIANAPOLIS, INDIANA 


SPECIAL 


QUALITY LEATHER POCKET CHECK COVERS 


The kind we can guarantee to our customers as being long lived and satisfactory. Write for a specimen of 
Style 1033—heavy, smooth sheep check cover—no glue or paste—all solid‘leather and Jinen thread—lettered 
for your bank in genuine gold—-furnished complete for 181c per cover, in lots of 50 or more. 
WRITE FOR A SPECIMEN OF STYLE 1033 


New York—Atlas Bank. Capital, 
$200,000. President, Henry C. Zaro; 
cashier, Harvey Connolly. 

New York—Bank of New York. (Con- 
version of Bank of New York, National 
Banking Association.) 

New York—Hais Immigrant Bank. 


New Mexico 
Taos—First State Bank of Taos. Cap- 


ital, $25,000. President, A. Gusdorf; 
cashier, A. M. Richardson. 
NortH CAROLINA 
Asheville—The National Bank of 


Commerce. Capital, $100,000. President, 
J. G. Adams; cashier, Wm. M. Redwood. 
Fairmont—Merchants and Farmers 
Bank, President, George H. Cole; cash- 
ier, R. H. Cuddington. 
Greensboro — Greensboro Joint Stock 
Land Bank. Capital, $250,000. 
Mockville—Southern Bank and Trust 
Company. Capital, $100,000. President, 
J. H. Hendrix; cashier, A. A. Holleman. 


NortH DAKOTA 


Bowdon—Security State Bank. 

Crete—Bank of Crete. Capital, $15,000. 

Haynes—First State Bank. Capital, 
$10,000. President, S. L. Allen; cashier, 
Charles Bigham. 

Milton—Security State Bank. 
ital, $15,000. 

Sanish—Citizens State Bank. Capital, 
$15,000. 


Cap- 


OxI0 
Akron—Meade Central Bank. Capital, 
$15,000. 
Carey—Commercial State Bank Com- 
pany. Capital, $25,000. 


Columbus—Brunson Savings Bank. 
SOO gy $100,000. 

ayton—First Joint Stock Land Bank. 
Capital, $250,000. President, William G. 
Stroop; secretary, C, Kiefer. 


Waverly—Waverly State Bank. Presi- 


dent, L. G. Dill; cashier, W. V. Watts. 
OKLAHOMA 
Apperson—Bank of Apperson. Capi- 
tal, $10,000. 


Cheyenne—First National Bank. Capi- 
tal, $25,000. President, S. Jackson; cash- 
ier, R. N. Higgins, Jr. 

Clayton—Clayton State Bank. Capital, 


Kiefer—First National Bank. Capital, 

ae 000. President, F. Baskett; cashier, 
Lauer. 

WE Sab of Wann. Capital, $10,- 
000. President, J. M. Vincent; cashier, 
J. B. Banowitz. 

Wilson—Producers State Bank. Cap- 
ital, $25,000. President, B. F. Ward; 
cashier, C. R. Phillips. 


OREGON 


Oswego—Oswego State Bante Capi- 
tal, $15,000. President, John Bickner; 
cashier, Charles J. Sadilekc. 

Wheeler—Bank of Wheeler. 
$15,000. 


Capital, 


PENNSYLVANIA 

Easton — Lafayette Trust Company. 
Secretary, Bart S. Reading. 

Hatboro—Hatboro Trust Company. 

Irwin—Irwin Savings and Trust Com- 
pany. President, A. P. Cameron; secre- 
Lacy): Peoples. 

Mahanoy City—American Banking and 
Trust Company. Capital, $125,000. 


. 
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Olyphant—Miners Savings Bank. Cap- 


ital, $100,000. 
Philadelphia — Lawndale 
Trust Company. Capital, $125,000. 


Bank and | 


Reading—Kempton State Bank. Cap- 


ital, $50,000. 
Townville—Townville State Bank. 


Wilkes-Barre—West Side Trust Com- | 
Capital, $125,000. President, E. 
H. Cocking. © 


any. 
. Ellsworth; secretary, W. 

SoutH CAROLINA 
Charleston—Central 


C, L. Lohr 


SoutH DAKOTA 
Brookings—Midland_ Bank. 
$50,000. President, 
cashier, Russell Shreeves. 


Bushnell—Bushnell State Bank. Capi- 
$15,000. President, T. J. Flittie; 


tal, 
cashier, F. F. Knutson. 


Bank. Capital, 
$50,000.. President, J. Helper; cashier, _ 


Capital, — 
Edson A. Moon; 


Centerville—Security State Bank. Cap- : 


ital, $25,000. President, Louis Berven; 


cashier, John Heisler. 


Garden City—Citizens State Bank. 


Capital, $25,000. President, J. A. Mc- — 


Gillivray; cashier, M. J. McGillivray. 


TENNESSEE 
Chattanooga—Fidelity Trust Companyill 


Capital, $50,000. President, Roland Olm-— . 


sted; secretary, J. F.C Crabtree. 

Knoxville—Bankers Trust Company. 
Capital, $1,000,000 

Nashville Fidelity Trust 
Capital, $100,000 

Paris—First Trust and Savings Bank. © 
Capital, $50,000. ae yee Charles E® 
Hastings; cashier, E. B. Jacobs. 


Company. 


gee day 


tin ta spt i ty 


a 
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Counting Money by 
Head and Hand— 
Worry Over Errors 
—Time Wasted 


Press One Key with One 
Finger and Coins in Any 
Amount Are Paid Instantly 


New Improved 


Standardized by Dankers Everywhere 


TEXAS 


Austin — University Bank. Capital, 
$15,000. President, Sam Sparks; cashier, 
Me Crarrish: 

Cisco—Commercial State Bank. Cap- 
ital, $60,000. 

Cooper—Delta Trust Company. Capi- 
tal, $10,000. 

Emporia—The Farmers State Bank. 
Capital, $30,000. President, W. M. 
Woods; cashier, F. A. Jamison. 

Gary—Guaranty State Bank. Capital, 
$12,500. 

Gustine—Guaranty State Bank. Cap- 
ital, $25,000. President, J. M. Livingston; 
cashier, J. L. White. 


VIRGINIA 


Emporia—The Citizens National Bank. 
Capital, $180,000. President, H. W. Hall; 
cashier, W. T. Harding. 

Radford— Peoples Bank. Capital, 
$25,000. President, J. L. Ingles; cashier, 
F. P. McConnell. 

Richmond—Bank of Powhattan. Capi- 
tal, $20,000. President, W. E. Maxey; 
cashier, H. P. Ferrel. 

Richmond—Grace Street Bank and 
Trust Company. President, P. E. W. 
Goodwin. 

Richmond—Guaranty Trust Co. 
tal, $300,000. 

Staunton — Shenandoah Valley Joint 
Stock Land Bank. Capital, $250,000. 


WASHINGTON 


Chesaw—Citizens State Bank. 

Molson—Citizens State Bank. Capital, 
$15,000. 

Sciam te State Bank. Capital, 

Yakima— The West Side National 
Bank. Capital, $100,000. President, H. 
Stanley Coffin; cashier, W. M. Buckles. 


WEST VIRGINIA 


Capi- 


Pickens—Bank of Pickens. Capital, 
There’s no time for old-fashioned methods in the up-to-date bank, and $25,000. P| 
the public have no patience with it. Modern methods are becoming the Wisconsin 
rule in all business from farming to merchandising. Cudahy—Cudahy Mutual Savings 
Why waste your own time and keep customers waiting while the teller Bank. 


computes, selects and counts coins? Press one button with one finger 
and the Brandt Pays the desired coins instantaneously in any amount 
up to one dollar. Then, too, the worry over possible errors is elimi- 
nated by the Brandt method. One key does it all—simple as pushing 
a buzzer button. Automatic Locking. Device makes it fool proof. 


SSS 
You'll find whole batteries of Brandts in the country’s largest banks. 
Over 26,000 users and endorsers emphasize the value of the Brandt 
Method. 


Tear out coupon now and have your secretary mail it for your copy 
of the booklet, “When Minutes Mean Dollars.” 


BRANDT AUTOMATIC CASHIER 
Serving Bankers, Retailers, Paymasters 


Brandt Manufacturing Company 
Executive Office and Factory, Watertown, Wisconsin 


Send copy of booklet, “When Minutes Mean Dollars.” 


Eee ee nn 


Madison—South Madison Bank. Capi- 
tal, $25,000. 

St. Francis—St. Francis State Bank. 
Capital, $50,000. 


Railroad Thrift Club 


Thrift club programs are reported to 
have been established in more than thirty 
towns on the Rock Island Lines under 
the auspices of the “Rock Island Maga- 
zine.’ 

These thrift clubs are classified re- 
spectively as, first, for sons and daugh- 
ters of employees who attend school and 
are not engaged in any regular professiom 
or employment; second, wives of em- 
ployees; third, employees. 

A gold watch is offered as the prize in 
each class for the largest amount of sav- 
ings deposited, provided deposits are made 
as often as semi-monthly and in the last 
two classes the savings must be from the 
wages received from the railroad. Of- 
ficial depositary banks are designated and 
may be required to certify to the correct- 
ness of the aggregate deposits reported. 


There are frequent changes which come about through consolidations, mergers, liquidations and changes of title. 
from members notice of any changes which occur, for the purpose of keeping 


Manager of the Association would appreciate receivin 
the columns of the JouRNAL, 


the membership list correct and giving publicity throug 
California........ Bells Assu.st 


Bishop...... 


Membership Changes 


REPORTED FROM AvuGusT 25, 1922, To SEPTEMBER 25, 1922, INCLUSIVE 


Huntington Park. Industrial Bank succeeded by Hellman 


Redlands.... 
Vernonscn- sce 
Georgia.......... Atlanta...... 
Illinois........-. White Hall... 
Indiana..,....... New Castle. . 
T6wa os ign cis ce Estherville... 
Kentucky........ Louisville.... 
Maryland........ Baltimore.... 
Massachusetts... . Worcester... 
Minnesota....... Minneapolis. ... 
Minneapolis..... 
Minneapolis 
Minneapolis 
Missouri......... St. Louis.... 
St. Louis.... 


New Jersey..... 


New Mexico..... Maxwell..... 


.Passaice....o-- 


Commercial Trust and Savings Bank. 


changed to Farmers State Bank. 


The Executive 


....First National Bank purchased byHell- New York....... Brooklyn........ North Side Branch and its Grand St- 
man Commercial Trust and Savings and Bushwick Branches’ merged 
Bank. with Manufacturers Trust Co. as its 

....First Savings Bank of Oakland, North Side, Grand St. and Bush- 
Berkeley, Cal., succeeded by Ameri- wick Branches. 
can Bank. Sp New York....... Carruthers, Pell & Co., 15 Broad St. 

....Owens Valley Bank liquidated. changed to Sloane Pell & Co., 120 

....First National Bank and First Savings Broadway. 

Bank merged as Security Trust and New York....... Potter Brothers and Co. succeeded by 
Savings Bank. Potter & Co. 


Schuyler Lake....Taylor Kinne & Co., Bankers, changed 


to Citizens Banking Co. 


....Redlands National Bank and Union White Plains.... .Central Trust Co. of Westchester 
Savings Bank merged as Hellman County succeeded by Westchester 
Commercial Trust and Savings Bank. Title and Trust Co. 

-Industrial Bank succeeded by Hellman North Carolina...Columbia........Merchants and Farmers Bank and 
Commercial Trust and Savings Bank. Tyrrell County Bank taken over by — 

.... Atlanta Loan & Savings Co. changed to peso Banking and Trust Co., 
The Morris Plan Co. of Atlanta. aan ranch. 

; x Wilmington...... American Bank and Trust Co. con- 

...-First National Bank and Peoples State verted into Commercial National 
Bank merged as Peoples First Bank. 

National Bank. ’ North Dakota....Columbus....... First State Bank, Larson, North Dakota 

....-Farmers National Bank and First now First State Bank, Columbus, 
National Bank merged as Farmers ; N. D. 
and First National Bank. Ohio. 268 oc age oe Delphos......... Shona ete of epee succeeded 

; . y ationa ank. 

SOT Aca pata Aaa Bee eines ie & Findlay......... Buckeye National Bank and Com- 

.... Lincoln Sayings Bank and Trust Co. peasy rank eee 5 Oo 
changed to Lincoln Bank and Trus¢ Savings Bank. 

Company. Ly Ons)... cece Lyons Commercial Bank succeeded by 

.... Second National Bank sold to Mer™ Farmers State Bank. 
chants National Bank and_ will be Steubenville...... National Exchange Bank changed to 
operated as Merchants National National Exchange Bank and Trust 
Bank, Broadway Office. oa Che: GC tere : 7 

....Park Trust Co. taken over by Mer- iimington...... nton County National Bank change 
chants Historie pone ona Pe se! Tap PIES ic National Bank 
Gouk Park Office, ants aoe Oklahoma........ Beggss.f-e ner American State Bank changed to 

h Side § Bank aden ; American National Bank. 
-North Side State Bank merged wit Chickasha....... Farmers State Bank changed to 
First National and will be operated Farmers National Bank. 
rapa: National Bank, North Side = Pennsylvania..... Philadelphia ..... Provident Life and Trust Go. succeeded 
0 h Si de S Bank sold North by Provident Trust Co. i 
South Side State Bank sold to North- ‘Tennesgee........ Knoxville........ Mechanics Bank and Trust Co. suc- 
western National Bank and will be ceeded by Bankers Trust Co. 
eperetoe a oa National Texas........... Beaumont....... Guaranty Bank and Trust Co. con- 
Ben i ane i a a d with ? verted to City National Bank. : 
see eo Netional, Bank mee Ee Cisc0n fone eee Guaranty State Bank and Trust Co. 
operated as First National Bank, : chester by Commercial State 
_5t. Anthony Falls Office. Wellington.......City State Bank succeeded by City 

...-Lincoln National Bank taken over by National Bank. 

Northwestern National Bank, Lin- Utah............ Ogden........... First National Bank and Utah National 
coln Office. Bank consolidated as First and Utah 

....-Newmarket Bank succeeded by Mis- ne tt National Bank. é 
souri National Bank. Virginia. snk. Blacksburg...... Bank of Blacksburg changed to Na- 

....Wm. R. Compton Investment Co. : tional Bank of Blacksburg. 
changed to Wm. R. Compton Co. Fries ssjevsjsisieteaeels Washington Banking and Trust Co, 

P sol Nadionat iBank a P is succeeded by First National Bank. 
«Passaic Nations GES EAS BSSa1C Norfolky.ste0sc0 Continental National Bank merged 
Trust and Safe Deposit Co. merged with Seaboard National Bank. 

a Passaic National Bank and Trust Washington...... Palouses.s ee sce Security State Bank converted into 
0. , Security National Bank. 
...eFarmers and Merchants State Bank Sunnyside....... Sunnyside Bank changed to Sunnyside 


National Bank.. 


New and Regained Members from August 26 to September 25, 1922, Inclusive 


IlNlinois—Continued. 


Arkansas ‘| '7 Tilinois 
Merchants & Planters Bank, Foreman Hitz State Bank, Alhambra 70-1078. 
81-650. Ber ea & Savings Bank, Berwyn 
California Commonwealth State Bank, Chicago 2-166. 
‘Bank of Alameda County, Alvarado EEA Trust & Savings Bank, Chicago 
PIES Bank, Hermosa Beach Garfield, ven State Savings Bank, Chi- 
: cago 2- 
90-1002 Hamilton State Bank, Chicago 2-309. 
Georgia Humboldt State Bank, Chicago 2-275. 


Thomas B. Paine & Co., Atlanta. 


Farmers Bank, Bremen 64-787. (Re- 
gained.) 

omen Bank & Trust Co., Cordele 
Savings Bank of Griffin, Griffin 64-115. 

Idaho 

Blaine County National Bank, Hailey 
92-232. (Regained.) 


(Regained.) 
AED Trust & Savings Bank, Chicago 


SE Square State Bank, Chicago 

Mutual National Bank, Chicago 2-290. 

North Shore Trust & Savings Bank, 
Chicago 2-339. 

South Shore State Bank, Chicago 2-263. 

First National Bank, Geneva 70-582. 

First National Bank, Malta 70-1435. 
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hy Trust & Sav. Bank, Ottawa 
70-243 


Paloma Hxchange Bank, Paloma 70-1517. 
Bank of Prairie vay Prairie City 70-1585. 
State Bank of Se 
Mound 70-1567. 
Shermerville State Bank, Shermerville 
70-1840. 


National Bank, Sycamore 


First State Bank, Tiskilwa 709-925. 

State Bank of Union, Union 70-1691. 

Waterman State Bank, Waterman 70-1648, 

Western Springs 
Springs 70-1912. 


Indiana 


Sycamore 
452 


Crawford County State Bank, English 


71-743. 
Hast Side State Bank, Indianapolis 20-78. 
Farmers State Bank, Milford 71-1097. 
State Bank of Warsaw, Warsaw 71-370. 


ales Mound, Scales — 


State Bank, Western | 
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Equipped with Automatic 
Self-Inking Device 


Write for further details regarding 
this ‘‘Double Lock System’’ to 


LITTLE GIANT 
BANK DIRECTOR 


Striking, Enduring, Dignifted, 
Cheap and Effective 
Advertising 


Sold to one bank only in any 
town or city. 


They bring local, as well as 
tourist, business if erected at 
principal crossings, junctions and 
prominent points on highways 

entering your city. They also advertise the city in which you live. 


They are furnished with any lettering desired. Can also be supplied for 


merchants or any other class of business. 


LITTLE GIANT COMPANY 
Mankate, Minn., U. S. A. 


239 Reck Street Established 1876 


Iowa ' 


Louisa County National Bk., Columbus 
Junction 72-557. (Regained.) 
Iowa State Bank, Hazleton 72-1755. 


Farmers National Bank, Shenandoah 
72-2009. 

Kansas 

Manhattan State Bank, Manhattan 
13-126. 

Kentucky 


Bank of Benton, Benton 73-332. 


Maine 
Pepperell Trust Co., Biddeford 52-47. 


Massachusetts 


Federal Trust Co., South Boston Branch, 
Boston 5-138. 

Sanford & Kelly, Fall River 53-26. 

Atlas Trust Co., Indian Orchard 53-632. 

Central National Bank, Lynn 53-80. 

Atlas Trust Co., Springfield 58-108. 

Atlas Trust Co., North. End Branch, 
Springfield 53-108. 

Federal Land Bank, Springfield. 


Michigan 


Detroit Savings Bank, Brady-Woodward 
Branch, Detroit 9-9. 

Detroit Savings Bank, Canfield Ave. & 
Russell St. Branch, Detroit 9-9. 

Detroit Savings Bank, Clay & Oakland 
Aves. Branch, Detroit 9-9. 

Detroit Savings Bank, 
Branch, Detroit 9-9. 

Detroit Savings areas 4 Fort & Campbell 
Sts. Branch, Detrok 9-9. 

Detroit Savings Bank, Grand River-War- 
ren Branch, Detroit 9-9. 

Detroit Savings Bank, Gratiot Ave. 
Branch, Detroit 9-9. 

Detroit Savings Bank, Hamilton-Colling- 
wood Branch, Detroit 9-9. 

Detroit Savings Bank, Highfield-Grand 
River Branch, Detroit 9-9. 

Detroit Savings Bank, Holden-Hamilton 
Branch, Detroit 9-9. 


Dix-Junction 


XUN 


THIS IS THE ONLY 
MACHINE THAT 


Will Protect ALL the 

Essential Parts of Your 

Check—The Paying Line 

—The Payee’s Name— 

The Numerals—and Will 

Prevent Dangerous Two- 
Line Checks. 


NEW YORK 


PAY TO THE 0 4 
pe ed Oo 
eo *e *. 


B.CAREFUL SONS 


THE SAFE-GUARD CHECK WRITER CO., Inc. - “as YORK CITY 


Emm 


Michigan—Continued. 


Detroit Savings Bank, Jefferson-Hillger 
Branch, Detroit 9-9. 

Detroit Savings Bank, Kercheval & Van 
Dyke Aves. Branch, Detroit 9-9. 

Detroit Savings Bank, Linwood-Hazelwood 
Branch, Detroit 9-9. 


Detroit Savings Bank, Mack-Gratiot 
Branch, Detroit 9-9. 
Detroit Savings Bank, Michigan-24th 


Branch, Detroit 9-9. 

Detroit Savings Bank, Oakland-Woodland 
Branch, Detroit 9-9. 

Detroit Savings Bank, Trumbull-Grand 
River Branch, Detroit 9-9. 
Detroit Savings Bank, Warren-Junction 
Branch, Detroit 9-9. 
Detroit Savings Bank, Woodward-Mil- 
waukee Branch, Detroit 9-9. 

Dime Savings Bank, Hastings-Alexandrine 
Branch, Detroit 9-21. 

Peoples State Bank, Fourteenth Ave. 
Branch, Detroit 9-10. 

vee Nat’l. Bank, Iron Mountain 


Redford State Savings Bank, Redford 
74-805 


Springwells State Bank, Detroit P. O., 
Springwells 74-1086. 


Minnesota 


Peoples State Bank, Harmony 75-1295. 
Sibley County Bank, Henderson 75-788. 
(Regained.) 
First National Bank, Jackson 75-216. 

(Regained.) 


Missouri 


American Trust Co., Hannibal 80-49, 
Farmers State Bank, Ravenwood 80-1603. 
Fidelity Trust Co., St. Joseph 36-63. 


Nebraska 


Fairbury Savings Bank, Fairbury 76-60. 

Security State Bank, Lawrence 76-451, 
(Regained.) 

Bank of Benson, Omaha 76-84. 

Security State Bank, Shelton 76-1186. 


New Hampshire 


White Mountain National Bk., 
54-122. 
Citizens National Bank, Keene 54-63. 


Gorham 


HMMA 


THE SAFE-GUARD CHECK WRITER—10% PROTECTION 


fer ennaees A. Pe 
THE CHATHAM AND PHENIX NATIONAL BANK #30 


PTA FA 


ft 


£ CITY OF NEw YORK 


BEEKMAN ST. 


DIGEST of LEGAL OPINIONS 


of THOMAS B. PATON 

General Counsel, American Bankers Association 
Complete Edition 1921 

By THOMAS B. 


PATON, Jr. 


A book of over 700 pages, containing 3,285 digested 
opinions, with legal citations, covering a 
period from July 1908 to date. 

PRICE, $5.00 


Send orders and make remittances payable to 


American Bankers Association, 5 Nassau St., New York 


New Mexico 
Mesilla Valley Bank, Las Cruces 95-115. 
(Regained.) 
New York 


Mechanics Savings Bank, Beacon 50-486. 
Buffalo Trust Co., Amberst Branch, Buf- 


falo 10-11. 

Buffalo Trust Co., Clinton Branch, Buf- 
falo 10-11. 

Peoples Bank of Buffalo, Main-Tupper 
Office, Buffalo 10-13. 

Germantown National Bank, Germantown 
50-1054 


Atlas Bank, 389 Cooper Square, New York 


Atlas Bank, Clinton Branch, 158 Riving- 
ton St., New York 1-328. 

Columbia Trust Co., Park Ave. & 48th St. 
Branch, New York 1-111. 

Corn Exchange Bank, Burnside 
Branch, New York 1-45. 

Green, Ellis & Anderson, 100 Broadway, 


Ave. 


New York. 

oft & Whitely, 52 Broadway, New 
ork. 

Wellington Bull & Co., Inc., 120 Broad- 
way, New York. 


Bank of the Manhattan Co., 1109 Liberty 
Ave. Branch, Brooklyn 1-2. 

Bank of the Manhattan Co., 9320 Jamaica 
Ave., Brooklyn Manor, New York 1-2. 

Corn Hxchange Bank, Forest Hills, New 
York 1-45. 

Bank of the Manhattan Co., Jackson 
Heights, New York 1-2. 

Bank of the Manhattan Co., Maspeth, 
New York 1-2. 

Bank of the Manhattan Co., Ozone Park, 
Woodhaven P. O., New York 1-2. 

Bank of the Manhattan Co., 211 Beach 
ita St., Rockaway Park, New York 


Syracuse Trust Co., North Side Branch, 
Syracuse 50-42, 


North Carolina 
ane Bank of Commerce, Asheville 


Atlantic Bank & Trust Co., Burlingtoa 
66-135. 
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“Here, Jim, is a bank that gives 


positive protection. You can & “T want these 


tell them every time by that circle checks. I have 
and double arrow design with looked all ote 
the slanting word ‘Insured.’”* town for t 


sign.” 


Why banks © 
display these signs 


Bankers everywhere are displaying window signs, 
tellers’ grill hangers, display cards and newspaper adver- 
tisements featuring the circle and double arrows, together 
with the slanting logotype of Super-Safety Insured Bank 
Checks because these signs help to 
build public faith in banks and bank- 
ing; because this increased public 
faith in banks will increase the 
deposits directly and indirectly. 


directly through the issuing of the 
individual certificate of insurance to 
depositors. These are furnished with- 
out charge to each bank purchasing 
Super-Safety Insured Checks. Natur- 
ally, bank depositors appreciate this 
added protection and deposit their 
funds where it is obtainable. 


Bank deposits are increased indirectly 
with Super-Safety Insured Checks 
through the constant word-of-mouth 
Advertising given by depositors to 
friends and acquaintances through the 
mention of this unusual protection 


filiniids chiel ities % S pA F 
uP gR which the bank gives. 
S sU KS Do your checks help to increase 


Insured in the 


HARTFORD { y 


against loss through 


depositors directly or indirectly > 


$1,000.00 of check insurance 
against fraudulent alterations, 
issued without charge, 
covers each user against loss. 


The Bankers Supply Company 


The Largest Manufacturers of Bank Checks in the World 


CHICAGO 
DES MOINES 


DENVER 
SAN FRANCISCO 


NEW YORK 
ATLANTA 


Deposits in banks can be increased 


f 
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. 
North Carolina—Continued. | 
Avante Bank & Trust Co., High Point * 


Bank of Currituck, Moyock 66-7380. he 
Ween Bank & Trust Co., Raleigh 


North Dakota | 
Tower City State Bank, Tower City 
77-1047, | 


Ohio ; | 
Commercial Bank & Savings Co., Bluffton 


Guardian Savings & Trust Co., Huclid & 
46th St. Office, Cleveland 6-66. = 

Guardian Savings & Trust Co., Huclid & | 
105th St. Office, Cleveland 6-66. al 

Guardian Savings & Trust Co., Cleveland 
P. O., Lakewood 6-66. 

Seen Westerville Co., Westerville > 


Oklahoma | 
First National Bank, Kiefer 86-1195. 


Pennsylvania zs || 
First National Bank, Birdsboro 60-1086. 
Citizens National Bank, Corry 60-659. =| 

Trust, = Co., | 


Coudersport Coudersport | 


60-834. ; 
Easton Dollar Savings & Trust Co., Easton | 
60-214 8 


Bank of Italy, Erie 60-80. 2 | 
Peoples National Bank, Latrobe 60-507. 
oat r Street Trust Co., Philadelphia — 


Philadeiphia Savings Fund Society, West _ 
Phila erie Office, Philadelphia 3-54, | 
Green, Ellis & Anderson, Commonwealth 
Bldg., Pittsburgh. } 
Green, Ellis & Anderson, Union Bank | 
Bldg., Wilkes Barre. 4 
Secuth Carolina 
Peoples Bank & Trust Co., Marion 67-556. | 
Texas , 
Citizens National Bank, Crandall 88-853. | 
State Bank, Groesbeck | 
Citizens State Bank, Marble Falls 88-694. 


Wisconsin | 


Cobb State Bank, Cobb 79-487. (Re-— 
gained.) 

eens State Bank, 

Security Bank of Milwaukee, Milwaukee | 
12-76 4 

State Bank, 


Continental 


Genoa Junction | 


Wauwatosa 


Wauwatosa — 


ae 


“1 Will Drown; No 
One Shall Save Me!” 


Not all errors in English are 
quite as glaring as this horrible 
example of the incorrect use 
of “shall” and “will.” There 
are times when we all need 
“brushing up” in the use of 
Uncle Sam’s English. 


WE CAN SHOW YOU HOW 


Correspondence Chapter, Inc. 
American Institute of Banking 
_ FIVE NASSAU STREET, New York City 


| 
4 
e | 


42.95 Ric . 


.o 


PROTECTIVE DEPARTMENT 


SECTION TWO 


TOU RN 


OF rie 


AMERICAN BANK. 


UNIVERSITY OF iLLtwoys LIBRARY 


DET Ra 


ASSOCIATION 


SAVE YOUR BANK MONEY 


Do not cash checks for strangers 


In opening accounts for strangers do not permit withdrawals 
against items before returns have been received. 


Before cashing checks bearing alleged indorsement of your 
depositor call up the depositor and see if he endorsed the check. 


If in doubt as to whether a check is genuine, before cashing, 


verify signature or call up depositor. 


lf this action is taken 


and the check is a forgery, the presenter will leave the check and 


the bank in a hurry. 


OFFICES OF THE WILLIAM J. BURNS INTERNATIONAL DETECTIVE AGENCY, INC. 


CauiForniIA, Los ANGELES.—I. N. Van Nuys Building. 
CALIFORNIA, SAN FrRANCcIScO.—First National Bank Building. 
CoLorADO, DENVER.—421 Cooper Building. 

District or CoLuMBIA, WASHINGTON.—500 Southern Building. 
GrEorciA, ATLANTA.—921-22 Healey Building. 

ILuino1s, CH1caco.—1050 Otis Building. 

Iowa, Des Motnes.—609 Observatory Building. 

LoutsIanA, NEw OrLEANS.—930-932 New Hibernia Bank Building. 
MARYLAND, BALTIMORE.—Fidelity Building. 

MAsSAcHUSETTS, Boston.—201 Devonshire Street. 

Micuican, DetTroIt.—Dime Savings Bank Building. 
MinnEsSoTA, MINNEAPOLIS.—McKnight Building. 

Missouri, KANSAS Crty.—Ridge Arcade Building. 

Missouri, St. Lours.—Railway Exchange Building. 

New York, Burrato.—D. S. Morgan Building. 

New York, New York.—Woolworth Building. 

Onto, CINCINNATI.—1012 Kieth’s Theatre Building. 

Ouro, CLEVELAND.—Swetland Building. 

OKLAHOMA, OKLAHOMA City.—908 Colcord Building. 


OrEGon, PorTLAND.—Yeon Building. 

PENNSYLVANIA, PHILADELPHIA.—Widener Building. 
PENNSYLVANIA, PITTSBURGH.—Commonwealth Building. 
TENNESSEE, MEMPHIS.—Bank of Commerce and Trust Building. 
Texas, Dattas.—Dallas County Bank Building. 

Texas, Houston.—Union National Bank Building. 

Texas, SAN ANTONIO.—Gunter Building. 

Urau, SAtt LAKE City.—301-302 Tribune Building. 
Vircrnia, RicaMonp.—Virginia Railway and Power Building. 
WASHINGTON, SEATTLE.—L. C. Smith Building. 
WASHINGTON, SPOKANE.—Old National Bank Building. 


FOREIGN OFFICES OF THE WILLIAM J. BURNS 
INTERNATIONAL DETECTIVE AGENCY, INC 
CANADA, MONTREAL.—Transportation Building. 


CANADA, VANCOUVER.—605 Vancouver Block. 
ENGLAND, Lonpon, S. W.—Crown Chambers, 5 Regent St. No. 1. 
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PROTECTIVE DEPARTMENT 


L. W. GAMMON, MANAGER 
Five Nassau Street, New York 


SEPTEMBER PROTECTIVE WORK 


WARNING 
VERY SUCCESSFUL SWINDLER 


Will Operate in Some Large City with Forged Certified 
Checks, Defrauding About Eight Banks 
in Large Amounts. 


An operator who has succeeded in swindling thirty-two 
member banks and one non-member bank out of $60,850 in 
the last three years, is expected to operate again within the 
next few months. This man operates only about twice a year, 
but in each operation realizes enough money to enable him 
to live very comfortably for quite a period. Every precaution 
should be taken so that bank tellers will be on the lookout for 
him. Warrants are in existence for his arrest and should he 
attempt to operate in your city he should be immediately 
placed under arrest and the nearest office of our detective 
agents notified by wire at their expense. ‘The criminal is 
known to us as F. MAYER, alias J. J. Reed, alias Charles 
Becker, alias Thomas Fuller, alias L. A. Brown, alias Martin 
Enderlee, alias Howard R. Harvey, alias Thomas Liggett, alias 
G. L. Bowman, alias R. A. Hatch, alias John B. Hammond, 
alias Chester Page. He will probably use a different name 
in his next operation. His method is simple but well thought 
out, and the only way he will be caught will be through the 
exercise of extreme caution and watchfulness on the part of 
our bank members. 

Mayer has perfected a system peculiarly his own. He 
opens an account with about eight banks in a good-sized city, 
then proceeds to “kite” checks. When he has gained the con- 
fidence of the various banks where his accounts have been 
opened, he secures from one of the institutions a certified 
check which is always covered with funds in the bank on 


een) 


which it is drawn and by whom it is certified. He then 
draws up seven or eight other checks which are exactly alike, 
on which he forges a certification stamp, carefully copied 
from the original check. Armed with these he makes the 
rounds at his different banks where the fraudulent certified 
checks are accepted and immediately cashed. If one of the 
banks had been suspicious of the check and telephoned the 
certifying bank they would have learned that a check for the 
stipulated amount had been issued and certified. 

One safe way in dealing with this criminal is for banks to 
carefully look into references of those who open new accounts, 
as Mayer obviously gives references which will not bear close: 
investigation. He has successfully operated in four member 
banks of Chicago, where in August, 1919, he secured a total 
of $8,000 through forged certifications. In December of the 
same year he defrauded four member banks in Milwaukee, 
where he passed four certified checks for $550 each. In the 
following month he opened three accounts in member banks 
of Brooklyn, N. Y., and forged and passed three certified 
checks for $1,450 each. In Mareh of 1920, six member banks 
in New Orleans were defrauded in a like manner, the checks 
in that instance being for $1,800 each. 
operated in Boston, Mass., where he succeeded in defrauding 
eight member banks and one non-member bank by cashing 
forged certified checks in each one for $2,000 apiece. 
most recent activity was in Baltimore, Md., where he victim- 
ized seven member banks by means of his fraudulent certified 
checks in the amount of $2,500 each. 
given as follows: 35 to 40 years of age, 5 feet 5 or 6 inches in 
height, 140 or 150 pounds, stocky build, sallow complexion, 


light sandy hair, has the appearance of a German Jew and _ 


talks with a slight German accent. He usually wears a straw 


hat and dark clothes, he affects tortoise shell-rimmed or gold- 
rimmed glasses. 


5 ne Oy hag iL a acta 1 SR RNR IT MRI eR 


In July, 1921, hee 


His | 


Mayer’s description is 
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The success with which this criminal has operated will 
undoubtedly prove his undoing eventually, but his capture will 
be expedited if all banks pay particular attention to the 
investigation of all new accounts opened. His activities were 
also warned against in April, 1920, and August, 1921, 
issues of the JoURNAL Supplements. A facsimile of one of 
the checks which he passed is reproduced herewith. 

Call this to the attention of your tellers and instruct them 
to endeavor to remember the handwriting. 


FAKE RUBBER FIRM CHECKS 


Our member banks are warned of the operations of 
a clever swindler who has made up, for his use, bogus checks 
purporting to be issued by reputable rubber companies. In 
one instance he uses a check of the FEDERAL RUBBER 
GOODS CO., Akron, Ohio, drawn on the First National Bank. 
This bank is non-existent. 
used by the operator is drawn against the GOODRICH TIRE 
& RUBBER CO., on the Ohio Savings & Trust Co., Akron, 
Ohio. The true name of this firm is B. F. Goodrich Co. In 
his transactions he is also using checks purporting to have 
been issued by the GOODYEAR TIRE & RUBBER COM- 
PANY, drawn on the First-Second National Bank, Akron, Ohio. 
He has used the following names: ROBERT A. CHANNING, 
-alias J. H. HOUSH, alias R. HE. PALMER, alias J. H. SIM- 
MONS, alias EUGENE HELLER. His description is 24 years 
of age, 5 feet 6 inches, ruddy complexion, dark hair and eyes, 
wears dark clothes. 


ELDERLY WOMAN OPERATOR 


We have been advised of the operations of an elderly 
Woman who uses the following method to swindle banks. 
She will appear at your bank very poorly dressed and does 
not wear a hat. She will open a small checking account 
with an initial deposit in cash. She tells a story about 


In another instance the check ’ 


being a poor working woman. Her appearance aids in her 
later transactions as she will again make a deposit but this 
time in the form of a check ranging from $37 to $52 drawn 
on an out of town bank which she is usually successful in 
being permitted to draw against before same has been collected. 
At the present time she is operating in the states of 
New Jersey and New York. The following names have been 
used: —-KENNEDY, MERRIT, ACCOR, CARNELL and 
MYERS. We have not been supplied with a detailed descrip- 
tion of this woman. 


D. A. BRAGG, alias B. P. Lowell, alias F. H. Farmer, 
ete. In the July, 1922, Journat Supplement, we published 
an article relative to the operations of this man, who is 
using checks ostensibly issued by the American Cotton Oil 
Company, drawn on the American Exchange National Bank, 
New York, N. Y. At that time Bragg was operating in 
North Carolina. We are just in receipt of advice from a 
member bank in Santa Monica, Calif., that this operator, 
using the name of B. P. Lowell, was successful in securing 
at that bank an advance of a few hundred dollars against 
one of these checks drawn in the amount of $540 and pur- 
porting to bear the signatures of Wm. J. Ganner, asst. 
treasurer, and Henry A. Low, manager of the American 
Cotton Oil Company. The numbers on genuine checks of 
the American Cotton Oil Company are in the three-thousand 
series, while numbers on the bogus checks are much larger 
than this. Bragg is described as about 40 years of age, 
about 5 feet 9 inches tall, about 165 pounds, medium slender 
build, light complexion, light hair. 


ae 


C. A. BRIGGS has been successful in causing a member 
bank in Houston, Texas, to sustain a small loss by obtaining 
funds on a worthless check from them. The check was drawn 
on the Union National Bank, Houston, Texas, made payable to 
cash, signed. C. A. Briggs, and endorsed by Julius White, a 
negro. It appears that the operator travels about the country 
with horses and that White is employed by him to look after 
these. 


BEN BURGESS has caused a member bank in San Fran- 
cisco, Cal. to sustain losses amounting to about $1,000 through 
forged indorsements on checks which he stole from letters 
which he had been entrusted with by the firm that employed 
him, After stealing these letters the operator left the town 
in which he had been working and has passed a number of 
these checks at banks located in different, parts of the country. 
His description is as follows: between 35 and 40 years of age, 
5 feet 10 inches, 165 pounds, hair dark and slightly gray at 
the temples, has peculiar flat footed walk as if ankles are 
stiff, neat appearance. 

B. W. CARTER, alias Chas. W. Smithers, caused a member 
bank in Richmond, Va., to sustain a loss by cashing at this 
bank a worthless check drawn on another bank, made payable 
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to B. W. Carter and signed by Chas. W. Smithers. At the 
bank on which this check was drawn Smithers is unknown. 
The peculiar element in this case was that the O. K. usually 
placed on checks by the president of the bank was forged. 
The operator is described as 27 or 28 years of age, 5 feet 7 
or 8 inches tall, about 135 pounds, of slender build, light 
brown hair, medium fair complexion, smooth shaven. 


W. B. COLE has been successful in causing a member bank 
in Cincinnati, Ohio, to sustain considerable loss through a 
worthless check. On a certain date the operator opened a 
checking account with the bank by depositing $100 in currency. 
At later dates he deposited and withdrew small amounts; he 
then deposited with the bank a check drawn on an out-of-town 
bank for $1,000. The operator then called at the offices of a 
brokerage firm and purchased from them Liberty Bonds in 
payment of which he tendered a check drawn on the member 
bank for $817.56. The brokers called the bank on the phone 
and were told that the operator had an account and suffi- 
cient funds to cover the amount of the check. The firm then 
delivered the bonds and presented the check at the bank for 
collection. A day or so later the bank received a wire from 
the out-of-town bank stating that the $1,000 check was worth- 
less. On the same day the operator called again at the 
brokers’ office and further purchased $700 worth of bonds for 
which he gave them another check drawn again on the member 
bank, and which the broker accepted without bothering to call 
the bank again. When the broker presented this check for 
collection he was notified that it was worthless. In this case 
the member bank is the loser on one check and the broker 
on the other. The operator is described as follows: about 40 
years of age, 5 feet 6 inches, 120 to 125 pounds, very slight 
build, medium complexion, dark hair, smooth shaven, thin 
face; appeared to be nervous. 


a <2 MANUFACTURERS I NATIONAL BANK 


53-62 _ CAMBRIDGE, MASS. “Yy 


WILLIAM COIL succeeded in obtaining several hundred 
dollars from a member bank in San Francisco, Calif., by 
forgery. The operator was formerly in the employ of a large 
automobile concern. While working for this company he stole 
from their offices about forty checks, two of which he cashed, 
making them payable to himself and forging the signature of 
the official of the company who was authorized to sign checks. 
His description is as follows: 30 years of age, 5 feet 7 inches, 
130 pounds, slender build, sallow complexion, blue eyes, brown 
hair, smooth shaven; has a very large pointed nose and deep 
set eyes; is given to chewing gum continually. 


MARION DAVIS. A woman using this name presented 
at the window of one of our member banks in New Haven, 
Conn., a check drawn on another bank in the same city made 
payable to Marion Davis, signed by T. Hutt, and endorsed by 
a depositor of the member bank, which endorsement was a 
forgery. At the bank on which the check was drawn it was 
found that there was no account in the name of T. Hutt. 
The operator had obtained the signature of the depositor by 
calling on him and falsely representing herself as being an 
agent of the A. B. A. selling home savings banks. Her de- 
scription is as follows: about 28 or 30 years of age, of medium 
height, about 135 pounds. She is apparently well educated 
and refined and has a very pleasant manner. 


GEORGE A. DODSON, alias Samuel A. Dodson, endeavy- 
ored to defraud a member bank in San Francisco, Calif., by 
means of a worthless check drawn on The Los Angeles Trust 
and Savings Bank, Savings Department, Los Angeles, Calif. 
Dodson was unsuccessful in securing any funds as the bank 
accepted his check for collection only. His description is 
given as follows: about 23 years of age, 5 feet 7 or 8 inches, 
140 to 145 pounds, dark complexion, dark eyes, dark hair, 
smooth shaven. 


R. J. DUVALL, alias Fred T. Johnson, alias George R. - 
is now operating with bogus checks, purporting to — 


Wills, ete., 


have been issued by Lever Brothers Company, Cambridge, 


Say 
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Mass. These checks are printed and underneath the name 
“Lever Brothers Company” at the top of the check are the 
words “Sales Promotion Department.” The checks are type- 
written and protectographed and are in voucher form, usually 
purporting to be for two weeks’ salary and expenses. This 
man operates against hotels, but it has been reported that 
he has defrauded banks in the western states. At times in 
cashing his checks he produces a letter ostensibly on the 
stationery of Lever Brothers Company, congratulating him 
for his work and making comments relative to expenses. It 
is believed that this same operator previously used checks pur- 
porting to have been issued by the Hershey Chocolate Com- 
pany, drawn on the Hershey Trust Company of Hershey, Pa. 
These checks are also in voucher form and have printed on 
them the words “Sales Promotion Department.” The Hershey 
Chocolate Company has no Sales Promotion Department and 
as far as is known, neither have Lever Brothers Company. 
We have been supplied with the following description of the 
operator: about 5 feet 7 inches, 150 pounds, slender build; 
dark complexion, light gray eyes, dark hair. 

R. C. EVANS succeeded in defrauding a member bank 
located in the southern part of California by raising the orig- 
inal amount of a check. The operator presented to the bank a 
check drawn on the account of one of its depositors, made 
payable to him and indorsed by R. C. Evans. When the can- 
celled voucher was returned to the depositor it was found that 
the check had been raised ten times its original value. The 
operator is described as follows: 30 to 35 years of age, 5 feet 
9 inches, 155 pounds, badly tanned, gray eyes, light brown 
hair; rather bow-legged and has a slight limp. 


CHARLES C. GARVICE, alias Robert T. Mears, alias 
Robert V. Rotan, alis George W. Rolston, alias George S. 
Melhauer, alias George W. Ralston, alias George M. Martin, 
has been successful in causing several merchants in Baltimore 
to sustain losses through worthless checks. The operator 
purchases a small amount of goods, tenders a check for an 
amount exceeding the total of his purchases and receives the 
balance in cash. The checks are invariably drawn on the 
Parkway Trust Co., Philadelphia, Pa., or on the Common- 
wealth Bank of Baltimore. 


F. G. M. GINLEY was successful in securing cash from a 
New Orleans, La., member bank on a worthless draft drawn 
on R. M. Hollingshead Company of New York City. The 
draft bore an unauthorized rubber stamp endorsement of one 
of the bank’s depositors. Ginley claimed to be a newspaper 
man in the advertising department, and his description is 


given as follows: 30 years of age, 5 feet 4 inches, slender build, 


dark eyes, dark hair. 


GLENN W. JACKSON was successful in obtaining from 
a member bank in Chicago, IIl., a small amount by passing a 
worthless check, The operator presented himself at the bank 
and handed to them a letter written on the stationery of a 
firm in good standing in that city. It stated that the operator 
was secretary of the firm and that he had wired his bank, 
which was in another city, to wire the member bank $250 to 
be paid to the operator. The member bank then searched their 
records to see if this sum had arrived and found that it had 
not, to which effect they notified the operator. He then asked 
that they cash for him a check calling for a small amount. 
This the bank did and later on telephoning the company on 
whose stationery the introductory letter had been written, 
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they were told that the operator was not connected with that 
firm and that he had given the firm a bogus check in payment 
of some machinery he was contemplating buying from them. 

T. KINOSHITA, alias T. Yoshikawa, was successful in 
causing a member bank in Los Angeles, Calif., to sustain a 
loss through forged checks. The operator forged his former 
employer’s name. He is described as 36 years of age, 5 feet 
7 or 8 inches tall, slender build, dark complexion, wears glasses. 


ELLIS MORRISON secured cash from a Chicago, I1l., mem- 
ber bank on a bogus check drawn on the Bank of California, 
Seattle, Wash. Morrison attended the Lawrenceville Prepar- 
atory School at Lawrenceville, N. J., with one of the officials 
of the bank which cashed his check, and it seems that he is 
making a practice of defrauding his old schoolmates. He also 
passed another check in Chicago, which was drawn on the 
Bank of California, Los Angeles, Calif. He is described as 
follows: 28 to 30 years of age, 5 feet 11 inches, 175 pounds, 
medium build, ruddy complexion, dark hair. 


Meat Yop? 
Vi, Vb, Se 


TOM OWEN has been successful in causing losses to a 
number of banks by passing bogus checks drawn on the First 
Guaranty State Bank, Vernon, Texas. Owen has been operat- 
ing in this way for over a year. 


G. E. OWENS. An old operator, relative to whom an 
article appeared in the October, 1916, JourRNAL Supplement, 
has recently resumed operations. He was successful in secur- 
ing cash from a Detroit, Mich., member bank on a forged 
check drawn on the First National Bank, Los Angeles, Calif., 
purporting to have been issued by the California Fruit Grow- 
ers’ Exchange, Los Angeles Agency, and bearing the signatures 
of F. A. Lattig as Assistant Cashier and A. Y. Cullom as 
District Manager. Owens is described as about 33 years of 
age, 5 feet 6 inches, 115 pounds, slender build, fair complexion, 
blue eyes, light hair. 


8. Qurene 


W. E. PARR. An individual using the name of W. HE. 
Parr, formerly a member of The Chicago Chapter of the 
American Institute of Banking, has-defrauded a member bank 
in Huntington, W. Va., by means of several checks in small 
amounts. The operator is also representing himself as an 
employee of the Central Trust Company of Chicago, Il]. Ad- 
vice has been received that he also operated in Charleston, 
West Va., and it is suggested that member banks be on their 


guard against cashing any checks for this individual. We 
are unable to supply a description at this time. 
H. E. PHILLIPS and HAROLD WALTERS. Two men 


using these names opened accounts in banks in Sioux City, Ia. 
Several deposits and withdrawals were made by each and one 
would deposit checks written by the other. Finally Walters 
deposited a check in a considerable amount, drawn on a Min- 
neapolis bank and bearing the forged signature of a depositor. 
He was successful in drawing against this check with the 
result that the bank sustained a loss. Phillips operated along 
similar lines and caused another member bank to suffer a 
loss. Walters claimed that he intended going into the auto- 
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mobile accessories business in Sioux City, while Phillips had 
considerable literature regarding advertising novelties which 
he claimed to be selling for a Minneapolis firm. Walters is 
described as about 5 feet 10 inches tall, fair complexion, almost 
sallow, brown hair, smooth shaven, somewhat sharp features, 
wore a sandy brown suit with a long form fitting coat, Phil- 
lips’ description is similar to Walters, except that he is a 
little shorter. 

W. E. ZIMMERMAN, alias J. G. Zimmerman, etc. We are 
advised that an individual using the above names is operating 
in New York, Philadelphia, Baltimore and other cities with 
checks drawn on The Schuykill Trust Company, Pottsville, Pa. 
This operator uses various initials, but always the last name 
is Zimmerman. The checks he uses are not the regular check 
forms of the Schuykill Trust Company, but are blank forms 
on which the name of the bank is filled in. No description of 
the operator is available at this writing. 


STOLEN CERTIFICATE OF DEPOSIT 


We have been requested to advise that Certificate of De- 


posit number 1856 of the Union Bank of Milwaukee, .Wis., for - 


$62 payable to Anna Petersen, has been stolen, and should not 
be cashed as a duplicate has been issued in place thereof. 
Member banks will kindly be guided accordingly. 


LOST BONDS AND STOCK 


We have been asked to notify our members that the fol- 
lowing bonds have been lost and in the event of their being 
found J. W. Womble, Asst. Cashier of the Franklin State 
Bank and Trust Co., Winnsboro, La., should be notified. The 
bonds are described as follows: 

5 Edison Electric Co., Gold Bonds of New Orleans, La., 
numbered as follows: No. 877-878-879-880 and 882 of $1,000 
each. 

110 Shares of Chalmette Realty Co., of New Orleans, La., 
stock issued to L. Lowentritt. Par $100. 


ARRESTED 


OUR AGENTS CLEAR UP OKLAHOMA 
HOLDUP 


On August 28, 1922, a member bank in Sayre, Okla., was 
held up and a few thousand dollars in cash stolen. The 
crime was immediately reported to our detective agents’ 
Oklahoma City representative who made a thorough investi- 
gation, which tended to show that Walter P. Woods, Doyce 
Bohanan and George Livingston were the guilty parties. On 
August 31, WALTER P. WOODS surrendered to our agents’ 
representative and confessed that he was one of the men 
who held up the bank. He further said that Bohanan was the 
man who entered the bank with him while Livingston re- 
mained outside. He also stated that Livingston drove them 
to the vicinity of the bank and drove them away after the 
holdup had been perpetrated. Later the same day, our 
agents’ representative located GEORGE LIVINGSTON and 
placed him under arrest. Doyce Bohanan has not been lo- 
cated as yet, but our agents are using their utmost efforts 
to bring him to justice. 


SAMATARO, who were implicated in the holdup of a Lawrence, ~ 
Mass., member bank a little over a year ago, were arrested 
by the local authorities at Lawrence, Mass. They were re- 
cently convicted and the sentences they received are given — 
elsewhere in this issue. 7 
ALBERT J. BAEDER caused a member bank of Phila- 
delphia, Pa., to sustain a loss on a check bearing a forged — 
indorsement. He was arrested at Collingdale, Pa., on August — 
23, 1922, by our detective agents’ Philadelphia representatives 
and the Philadelphia police department, whereupon he con- 
fessed to forging the indorsement on the check in question. 
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JACK BATLEY 


JACK BAILEY defrauded a member bank of Muncie, Ind., 
by means of a forged check. He was arrested on August 25, 
1922, by the Pittsburgh, Pa., police department on informa-— 
tion furnished by our detective agents’ Pittsburgh representa- — ? 
tives. He has been extradited to Muncie and pleaded guilty, — 
but sentence has not yet been passed. : 


MRS. E. D, BUCKLES caused a Des Moines, Ia. member 
bank to sustain a loss on forged checks. Our detective agents’ — = 
local representatives made an investigation with the result 
that they effected Mrs. Buckles’ arrest and she is now awaiting — 
trial. 

THOMAS BURKE, alias W. O. Burke, who, it is alleged, 
held up a member bank at Addy, Wash., was arrested at Los S 
Angeles, Calif., on August 20, 1922, by ‘the local authorities. — 

G. A. CARR defrauded a member bank of Galveston, Texas, 
by means of a forged check. He was arrested on September — 
12, 1922, at Beaumont, Texas, by our detective agents’ Houston — 
representatives and the local authorities. 

BUCK CHESSER, who operated against a member bane 
at Novice, Texas, using a raised check, was arrested by the 
Amarillo, Texas, police department early in September, 1922. 


FREDERICK CLOUGH (colored), alias J. B. Bremmer, 
alias J. A. Barnes, alias R. E. Jones, ete. An article rail 
to this man was published in the November, 1921, JouRNAL 
Supplement. Recently he defrauded member banks in St 
Louis, Mo., by means of worthless checks, and he was oral 
by the St. Louis police department on July 8, 1922. 
disposition of his case is given elsewhere in this issue. 
JOSEPH EMILE DE CELLAS, who defrauded a member 
bank in Washington, D. C., by means of a worthless check, 
was arrested on August 21, 1922, by the Washington pol’e 
department. d 
M. J. DONNELLY, alias Mike Burk, alias George Clark, 
etc. A member bank in Poulsbo, Wash., was burglarized dur- 
ing February, 1922, and a thorough investigation made by 
our detective agents. In the June, 1922, Journat Supple 


- 
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ment we published an article relative to the arrest of Joseph 
MeNulty now awaiting trial on this charge. Donnelly was 
arrested in Colorado Springs, Colo., on a local charge. Our 
agents’ Denver representatives were notified of the arrest 
-and identified the man arrested as one of the men wanted in 
connection with the holdup of the Poulsbo bank. Proper 
action was taken and Donnelly has been returned to Washing- 
ton where he is also awaiting trial on the charge of the 
interested bank. 

P. P. GOLTRA, who defrauded a member bank in Mt. 
Carmel, Ill., by means of a worthless draft, was arrested in 
Cleveland, Ohio, by the local authorities. 


IRVING GOODMAN, alias I. Brown, attempted to defraud’ 


two member banks in New York, N. Y., by means of bogus 
certified checks. On August 18, 1922, he was detained in 
one of the banks which he attempted to defraud and our 
detective agents notified. He confessed to our agents’ repre- 
sentative and the local police and was placed under arrest. 


A. EK. GRANDJEAN, who defrauded a member bank at 
Spokane, Wash., by means of worthless checks, was located 
at Palouse, Wash., on August 14, 1922, and placed under 
arrest on information furnished by our detective agents’ 
Spokane representatives. He is now being held in the Spo- 
kane County jail awaiting trial. 


LOVERN J.~HERRIFF 


LOVERN J. HERRIFF, alias L. J. Clark. Articles relative 


to this man were published in the following JourNAL 
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with worthless checks. 
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Supplements: June, 1911; August, 1911; December, 1913; 
June, 1915; March, 1916; August, 1916; September, 1916; 
October, 1916. During 1921 Herriff was released from the 
Illinois State Penitentiary at Joliet, and in September, 1921, 
he was successful in defrauding a member bank at St. Louis, 
Mo., with a worthless check. Later he defrauded member 
banks in Los Angeles, Calif., and Salt Lake City, Utah, also 
He was. recently arrested in San 
Bernardino, Calif., and convicted on the charge of passing a 
worthless check there. The sentence he received is given 
elsewhere in this issue. 


C. J. HILL defrauded a member bank at Warren, Ohio, 
by means of a forged check. His arrest was effected at 
Warren on September 8, 1922, by our detective agents’ Cleve- 
land representatives. Later Hill confessed to his guilt. 
MANUEL HOLLANDER, alias J. J. Ward, who defrauded 
- member bank at Salt Lake City, Utah, on a check bearing 
| # forged indorsement, was arrested at Kansas City, Mo., by 
the Federal authorities on a Federal charge and later con- 
_fessed to the above crime. 


CLARENCE WILLIAM JOHNSON defrauded a member 
bank at Santa Barbara, Calif., by means of a worthless check. 


ou 
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He then purchased a Durant automobile and drove north. He 
defrauded member banks at Baker and Milton, Ore., also with 
worthless checks. An investigation was conducted by our 
detective agents’ San Francisco and Spokane representatives 
and the latter located him and caused his arrest on September 
9, 1922, in Spokane. He confessed to the Milton, Ore., opera- 
tion and it is believed that he will be tried for that crime first. 


GEORGE KAPS defrauded a member bank in St. Louis, 
Mo., by means of a forged check. He was arrested on August 
26, 1922, by our detective agents’ St. Louis representatives 
cooperating with the local authorities. 

D. H. KING, alias D. H. Morton, alias H. J. Williams, 
attempted to defraud member banks in Kansas City and St. 
Louis, Mo., by means of bogus checks. He was arrested on 
August 24, 1922, by the St. Louis, Mo.,- police department. 


WALLACE LARSON, who defrauded a member bank at 
Cheyenne, Wyo., by means of a forged check, was afrested 
at Denver, Colo., on September 6, 1922, by our detective agents’ 
representatives cooperating with the local police department. 

ALEX. J. McDONALD caused a member bank of Balti- 
more, Md., to sustain a loss on a check bearing a forged in- 
dorsement. He was arrested on September 12, 1922, by our 
detective agents’ Baltimore representatives, cooperating with 
the local police. He confessed to forging the indorsement on 
the check in question. 


WILLIAM A. McDONALD 


WILLIAM A. McDONALD caused a Rochester, N. Y.. 
member bank to sustain a loss on a withdrawal order to which 
he forged the signature of a depositor. On September 15, 
1922, his arrest was effected in Rochester, by our detective 
agents’ Buffalo representatives. 

JOHN McNAMEE, who attempted to defraud a member 
bank in Brooklyn, N. Y., by means of a raised check, was 
detained at the bank when he presented the check on August 
7, 1922, and later placed under arrest by the police department. 


GEORGE F. MILLER defrauded two member banks 
Salt Lake City, Utah, by means of bogus checks. He then 
journeyed to Portland, Ore., where he was successful in de- 
frauding another member bank. On August 25, 1922, he was 
arrested in Portland by the police department cooperating 
with our detective agents’ Portland representatives. 

GEORGE W. MONROE, alias W. L. Jackson, alias J. M. 
Brown, defrauded a member bank at Long Beach, Calif., with 
forged checks. He was arrested at Long Beach, Calif., on 
August 12, 1922, by the local authorities. 

RAY C. PALMER caused a Chicago, Ill, member bank to 
lose a large amount on forged checks. Our detective agents 
were notified as soon as the forgeries were discovered and it 


in 
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was then found that Palmer had made a reservation on a 
certain train enroute to California. Our agents’ Chicago 
representatives supplied the information they had to the 
Chicago police department who operated with them and tele- 
graphed to the Albuquerque, N. Mex., police department to 
arrest Palmer when the train arrived in that city. This man 
was taken, Palmer being arrested in Albuquerque on Sep- 
tember 14, 1922. 

LOUIS S. PIQUIET, alias George Furner, who attempted 
to defraud a member bank at Harrisburg, Texas, with forged 
checks, was arrested at Harrisburg, on August 28, 1922, by 
the local authorities cooperating with our detective agents’ 
representatives. 


EDWARD CHARLES POMEROY 


EDWARD CHARLES POMEROY, alias W. W. Cramer, 
alias James I. Covington, ete. Articles relative to this in- 
dividual, who has been quite a menace to the banking frater- 
nity, appeared in the following JourNAL Supplements: April, 
1917; June, 1917; November, 1918; May, 1919; August, 1919; 
June, 1919; August, 1921, and January, 1922. Following this 
individual’s release from the Indiana State Penitentiary in 
1917, he resumed operations and defrauded many banks in 
the southern states. In addition to the articles published in 
this supplement, our detective agents sent out a circular 
warning against this man’s operations to all banks in the 
southern states. Recently Pomeroy was arrested by the local 
authorities in Tampa, Fla., the sentence he received being 
given elsewhere in this issue. 


RAY PRETER, SETH PETERSON, CHARLES JONES, 
LUTHER SMITH, HAROLD W. WHITE, and ERNEST B. 
NELLY, who attempted to hold up a member bank at Laurel, 
Md., were arrested at Laurel, Md., on September 5, 1922, by 
the local authorities. 


W. D. ROSS and GRADY McMURTREY. About noon on 
February 9, 1922, two men entered a member bank at Adair, 
Okla., held up the assistant cashier and secured a considerable 
amount in money and Liberty bonds while a third robber 
awaited outside in an automobile. Our detective agents’ 
Kansas City representatives made an investigation, cooperat- 


ing with the local authorities. Ross was subsequently ar- 


rested in Tulsa, Okla., by the local authorities, and on June. 


22, 1922, McMurtrey, under the name of Guy Ellis, was ar- 
rested by the local police in Wichita, Kans., it being alleged 
that these men were implicated in the holdup of the interested 
bank. Both men at the present time are awaiting trial in 
connection with the above holdup. 


H. K. SHAW, alias W. D. Everest, attempted to defraud 
a member bank at Salt Lake City, Utah, with a worthless 
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check. His arrest was effected at Salt Lake City on August 
24, 1922, by our detective agents’ local representatives. 


G. D. STEARNS, who defrauded a member bank at Water- — 


Too Iowa, with forged checks was arrested at Waterloo on 


August 29, 1922, by the local authorities. 


EDWARD THOMAS, who defrauded a member bank at 
Portland, Ore., on a forged check, was arrested at Spokane, — 
Wash., by the Sheriff of Spokane County, on September 16, — 
1922. Later our detective agents’ Spokane representatives 
interviewed this party and secured a confession of his crime 
against the member bank. 


C. 8. WHITLOW 


C. S. WHITLOW. Articles relative to this individual’s 
operations and arrest appeared in the March, 1920 and June, 
1921 JouRNAL Supplements. Following his arrest at Tulsa, 
Okla., in April, 1921, he was sentenced to serve two years in_ 
the Oklahoma State Penitentiary on the charge of a Wagoner, 
Okla., bank, which he had victimized on a forged check. 
This man also defrauded other Oklahoma member banks by — 
means of forged checks. On the completion of his sentence 
in the Oklahoma State Penitentiary on August 25, 1922, he 
was released and immediately taken in custody by the Pitts- 
burgh County, Okla. authorities and he is now awaiting trial 
on the charge of a McAlester member bank. 


J. P. WILLIAMS, alias J. D. Hall, alias L. C. Moore, 
victimized member banks in Lake City, S. C., and Abbeville, | 
Ga. on forged checks. He was arrested in Florence, 8. C., 
by the local authorities early in September. 
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Hosts of the Visiting Bankers 


Joseph Huber 
George F. Baker 
H. M. DeMott 
William A. Nash 
Ernest K. Satterlee 


Alvin W. Krech 
Sanger B. Steel 
Gates W. McGarrah 
H. D.Kountze 
L. V. Bright 
John McHugh 


J. H. Perkins 
J. P. Morgan 
Walter E. Frew 
H. H. Powell 
John H. Pulleyn 


Seward Prosser Clarence H. Kelsey 


C. A. Austin 
William E. Purdy 
Eric P. Swenson 
Raymond E. Jones 
Edward W. Sheldon 


Joseph W. Harriman 
George B. Mallon 
Louis G. Kaufman 
Clarence S. Dunning 
William C. Potter 


John A. Stewart 

J. Louis Schaefer 
Julian D. Fairchild 
Stephen Baker 
Albert H. Wiggin 


Hosts of the Visiting Bankers 


Alex. P. W. Kinnan Charles H. Sabin Felix M. Warburg Brian G. Hughes Richard Delafield Jackson E. Reynolds 
, Col. Andrew D. Baird Wm. A. Simonson Eli H. Bernheim George W. Felter 

F. L. Hine Samuel H. Miller E. P. Maynard John W. Platten Fred I. Kent John W. Fraser 

Several loera William Woodward Samuel G. Bayne G. W. Davison Percy H. Johnston Pierre Jay 


S. S. Campbell Howard F. Beebe J. H. Case Edw. C. Delafield 
E. C. Bridgman Charles E. Mitchell Henry J. Cochran Guy Emerson Edwin A. Fish Charles Froeb 


Hosts of the 


Nathan S. Jonas Samuel McRoberts 
Walter M. Bennet Harold C. Richards 


Benjamin Strong 


Chas. A. 
oe Boody Herbert L. Griggs 
Hubert Cillis W. P. Conway 


. Orion H. Cheney L. L. Clarke 


Harvey D. Gibson 


Willard V. King 
Lewis E. Pierson 
Harry E. Ward 
James S. Alexander 
G. E. Gregory 


Thos. W. Lamont 
J. Howard Ardrey 
William E. Knox 
E. A.Richards 
Theodore Hetzler 


Ruel W. Poor 


Henry Sayler 
Seymour L. Cromwell 
Herbert P. Howell 
John H. Fulton 
Arthur S. Van Winkle 


Visiting Bankers 


Walter C. Stokes 
William J. Roome 
Crowell Hadden 
Edward Townsend 
William E. Trotter 


THOMAS B. McADAMS 
Vice-President Merchants National Bank, Richmond, Va. 
Retiring President of the American Bankers Association 


* am 


Firck Wee: Presiden t 
WALTER W. HEAD 
ot Pre 


sident Omaha National 
Bank, Omaha, Neb. 


F. N. SHEPHERD 
New York 


President 
JOHN H. PUELICHER 


President Marshall & Ilsley Bank 
Milwaukee, Wis. 


Treasurer Secretary-Asst. Treasurer 


FRED A. IRISH WILLIAM G. FITZWILSON 


Vice-President First National Bank Five Nassau Street, New York 
Fargo, N. D. 


Second Vice-President 
WILLIAM E. KNOX 


President Bowery Savings 
Bank, New York 


General Counsel 
THOMAS B. PATON 
New York 
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Vice-President 
EVANS WOOLLEN 
President Fletcher Savings and Trust Company 


Indianapolis, Ind. 


President 
THEODORE G. SMITH 


Vice-President Central Union Trust Company 
New York, N. Y. 


: — S coe 
Deputy Manager Chairman Executive Committee 


LEROY A. MERSHON 2 LUCIUS TEIER 
New York President Chicago Trust Co., Chicago, Ill. 


President 
SAMUEL H. BEACH 
President Rome Savings Bank, Rome, N. Y. 


Deputy Manager 
LEO DAY WOODWORTH 
New York 


Vice-President 
CHARLES H. DEPPE 
Vice-President Union Savings Bank and Trust 
Company, Cincinnati, Ohio 


Member of Executive Committee Ex-Officio 
RAYMOND R. FRAZIER 


President Washington Mutual Savings Bank 
_ Seattle, Wash. 


Vice-President 
THOMAS R. PRESTON 
President Hamilton National Bank, Chattanooga, Tenn 


President 


WALDO NEWCOMER 
President National Exchange Bank, Baltimore, Md. 


Deputy Manager an Frocutive Committee 
E. E. MOUNTJOY E. L; MATTSON 
Washington, ‘D. C. -Vice-Pres. Midland National Bank, Minneapolis, Minn. 


First Vice-President 
J. D. PHILLIPS 
President Green Valley (Ill.) Bank 


‘President 
H. A. McCAULEY 
President Sapulpa (Okla.) State Bank 


Shes 


Deputy Manager 
GEORGE E. ALLEN 


New York 


Chairman Executive Committee 


W. C. GORDON 
President Farmers Savings Bank. Marshall, Mo. 


eS Secs 

Vice-President 
FRANCIS COATES, Jr. 

Examiner Cleveland (Ohio) Clearing House 


President 


JAMES RINGOLD 
Vice-President United States National Bank, Denver 


ce 


TERN 


ary Chairman Executive Committee 
DONALD A. MULLEN Cc. W. ALLENDOERFER 
New York Vice-President First National Bank, Kansas City, Mo. 


a 
oh ake Sera mash 


CRETARIES 


President 


W. B. HUGHES 
Nebraska State Bankers Association, Omaha, Neb. 


Secretary-Treasurer 
M. A. GRAETTINGER 
Illinois Bankers Association, Chicago, Ill. 


First Vice-President 
MRs. H. M. BROWN 
Michigan Bankers Association, Detroit, Mich. 


Second Vice-President 
W. F. AUGUSTINE 
Virginia Bankers Association, Richmond, Va. 


President 
CARTER E. TALMAN 
American National Bank 

Richmond, Virginia 


Vice-President Secretary 
CLARENCE R. CHANEY - RICHARD W. HILL 
Northwestern National Bank, Minneapolis _ New York 


tions of the convention must have dispelled that error. 
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The Forty-Eighth Annual Convention 


Proceedings Characterized by a Desire to Help in the Recon- 


struction Overseas. 


Convention Declared That the 


Time 


Has Come For Our Government to Formulate Principles on Which 
It Will Be Able to Cooperate in the Rehabilitation of the World 


Convention of the American Bankers Association was 

not the unparalleled attendance but the plane of its 

deliberations. Everywhere the proceedings were char- 
acterized by an earnest desire not alone to advance the interest 
of a class, but by a desire to advance the prosperity and to 
better the condition of people as a whole. The convention was 
an inspiration. 

Banking prosperity is first and last but a by-product of the 
general prosperity. An exemplification of this fact is found in 
the earnest consideration given by many speakers to the for- 
eign situation, and by the close and sympathetic attention with 
which their discourses were received by the great concourse 
of bankers in attendance. It is further shown in the unequivo- 
cal resolutions adopted by the convention. 


If there is anyone imbued with the idea that the banker is 
interested only in his own business, then the broad delibera- 
“We 
believe,” says one paragraph of the resolutions adopted in the 
main convention, “that the time has come for the Government 
of our country to formulate the principles on which it will be 
able to cooperate with other nations to bring about the needed 


he remarkable thing about the Forty-eighth Annual 


_réhabilitation of European countries and people in the world.” 


“It is our belief,” says another resolution, “that in those 
industries whose continued operation is essential to the well- 
being of the whole people, organized strikes should be regarded 
as against the welfare of the state. We make a sharp dis- 
tinction, between the right of the worker to leave his employ- 
ment and the attempts made by intimidation to compel those 
employees to leave their posts, who otherwise would be willing 
to work.” And, “We disapprove emphatically the attacks made 
upon the Federal Reserve System and the members of the 
Federal Reserve Board individually. We believe that there is 
no surer way of hindering a return to prosperity than by at- 
tempts to undermine our banking system, which has proved 
its value through an unprecedented time of stress and strain.” 

“No solution of the reparation is possible,” said Sir Regi- 
nald McKenna, “unless political considerations are subordi- 
nated to economic facts.” 

This—the broad vision—was the really big feature of the 
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convention, greater and more significant than an attendance 
of 11,536, a number which placed the gathering third in the 
list of the country’s largest conventions. 

But the very unusual attendance, nevertheless, carries with 
it a really extraordinary benefit in that no person who partici- 
pated in the convention could go: back to his home town and 
again fulfill his duty as banker and community leader, unim- 
pressed and uninfluenced by the deliberations of the gathering. 
By the same token no banker returned to his home who was 
not stronger in his belief in human nature, broader in his 
world views, and withal a better counselor in purely com- 
munity and individual problems. The impulse and the infor- 
mation disseminated directly through the press and which 
again will have its-full effect through the personal contact of 
bankers with the public, surely will add to prosperity here 
at home and will enlarge the growing belief of all America 
that the well-being of other nations is linked up with the well- 
being of our own nation. 

This issue of the JouURNAL OF THE AMERICAN BANKERS Asso- 
CIATION, devoted to the presentation of the addresses and de- 
liberations of the convention, records an invaluable wealth of 
business and banking information. Covering as the record 
does, the whole range of banking activity as well as vari- 
ous aspects of the greater problems of business, a study of 
the proceedings is commended to bankers and business men 
who were unable to be in attendance. This applies not alone 
to the report of the sessions of the main convention but to 
all of the group meetings, for each of the latter was in itself 
an important and valuable convention, characterized by at least 
one address of outstanding importance. The forum on branch 
banking, in which there was much interest, is reported in full 
in its proper place in the convention proceedings. 

In order of succession John H. Puelicher, president of the 
Marshall & Ilsley Bank of Milwaukee, who heretofore has been 
first vice-president of the Association, was unanimously elected 
president of the Association; Walter W. Head, president of 
the Omaha National Bank, was elected first vice-president, 
and William E. Knox, president of the Bowery Savings Bank, 
New York, was elected second vice-president. The treasurer, 
executive manager, and secretary of the Association were re- 
elected. 
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To the Bankers of New York City 


An Appreciation 
By Thomas B. McAdams 


E ARE grateful for the warmth of the hospitality extended us during 

the recent convention of our Association, a welcome unfettered by the 

limitation of conventionalities. Even those of us who are often in New 
York and in consequence thought we knew the heart of the City were quite unpre- 
pared for the character of reception accorded the eleven thousand five hundred and 
thirty-six registered delegates and guests. 


gq Your leading bankers, despite the many demands upon them for constructive 
service, found time to impress their personalities upon the convention and, through 
provisions made for our comfort and entertainment, enabled New York to exceed her 


well earned reputation for doing all things well. 


g Of the direct results it is perhaps too early to speak. We can at least be assured 
that business, based on a broad and sympathetic understanding of the finer things of life, 
received a new impetus. The convention awakened in the banker a keener appreciation 
of his responsibility and increased his confidence and his ability to serve, while the public 
was impressed with the fact that banking is not merely sordid money-making but a force 
which, when expressed: through such an Association as ours, becomes a most important 


factor in the development of national policies and ideals. 


g The deep sympathy of the American banker for the peoples of Europe and the desire 
to help so soon as the most effective means of cooperation may be determined will 


necessarily give new encouragement and hope Overseas. 


g In assembling this unprecedented gathering of bankers from all of the States, meeting 
them with open hearts, contributing to the deliberations of the Association through 
valuable opinions and judgments, the New York bankers rendered a service to the 
Country that is beyond appraisal. 


g The bankers of America are keenly sensible of their obligation to you for making 
possible this convention, unparalleled in both size and importance, and for the warm and 


friendly hand-clasp with which you bade us welcome. 


November, 1922 
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THE CONVENTION IN SESSION 
Scene During the Second Session of the Forty-Eighth Annual Convention of the American Bankers Association, at Hotel Commodore, New York City. The Grand Ball Room Taxed to Ks Capacity 
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The Convention Opens 


oe E have met here today, gentle- 
\ \ men ,of the American Bankers 
Association, in response to the 
invitation of the bankers of 

New York,” said President McAdams 
in opening the first session of the main 
convention after an invocation by Right 
Reverend William T. Manning of New 
York. “It seems peculiarly fitting that 
in coming to this city, which was the 
leader in the movements for financing 


the world war, and to which city we 
looked for guidance in surmounting dif- 
ficulties which at the time seemed in- 
surmountable and also the city which 
contributed so much of heart and hand 
toward the relief of distress through- 
out the world, that the welcome today 
should be presented to us by a member 
of the leading firm of international 
bankers represented in this city, and also 
the associate of that beloved banker, 


Henry P. Davison, who gave his life 
to the country that suffering throughout 
the world might be relieved. It gives me 
unusual pleasure to present to you a 
financier known throughout the land, 
who will not only welcome us to his 
city but also sound the keynote for the 
deliberations of the convention. I pre- 


sent Thomas W. Lamont of the firm of 


J. P. Morgan & Company.” 


The American Banker’s Responsibility 


S chairman of the local Reception 
Committee and in behalf of New 
York’s bankers and citizens gener- 

ally, I bid you welcome to this city. We 
want you to feel that New York city 
is your city—not for this convention 
week alone, but for all time. For we 
would have you believe with us, once 
and for all, that New York is not local 
to the Atlantic seaboard, but is country- 
wide in its interests, in its achievements. 
in its attachments. There exists in this 
country today far too much in the way 
of sectional feeling—a feeling which if 
not tempered by more intimate inter- 
course and common experience means 
disunity for our country. To prevent 
any such unfortunate tendency is the 
part of all of us. 

New York is not made up of a citizen- 
ship separated by some mysterious dis- 
tinction from the rest of the country. 
On the contrary, it is composed largely 
of men and women from every locality 
in the four quarters of America. Ex- 
cept for its size, it might be any other 
great American city. Broadway is 
another name«for Main Street. Let me 
tell you in a word how we in New York 
feel. We feel that we have a share 
equal with you all in the life and the 
ambitions of our country from the At- 
lantic to Pacific. We have the same 
satisfactions, the same pride as- you in 
the great manufactures and the wonder- 
ful agriculture of the Mississippi Val- 
ley, in the cotton fields of the South, in 
the wheat prairies of the Northwest, in 
the rugged grandeur of the Rockies and 
Sierras, in the fertility, the color, the 
charm of the Pacific Slope. These great 
resources, the common inheritance of 
us all, which your boundless energy and 
capacity have developed to the benefit 
of the world, command our admiration 
and our gratitude. 

In the same way do you all share 
deeply in whatever this City of New 
York possesses in the way of fine tra- 
dition, of character, of enterprise and 
accomplishment. Whatever it has 
builded for the stability and security 
of our country, you have had a share 


By THOMAS W. LAMONT 
J. P. Morgan Company of New York 


in that building. Whatever it has ac- 
complished in the less material things 
of life, in music, letters and the arts, 
to such accomplishment, I say, you have 
contributed generously and in a portion 
that could never have been spared. 
Therefore it is that we would have you 
feel that New York belongs to the 
country and the country to New York. 
Therefore it is that we would have you 
return here, time after time, members 
with us of a closely joined family, sym- 
pathetic in understanding, close in as- 
piration, warm in mutual affection. 


Domestic Business Conditions > 


Our President here has asked me to 
say something about American business 
today, both domestic-wise and as it is 
affected by conditions abroad. As to the 
domestic situation by itself there would 
appear to be little cause for conflicting 
views. We seem to be well into the final 
stage which, as the records of decades 
show, marks the end of one business 
cycle or the beginning of a new one. I 
hardly have to recall to you the suc- 
cessive stages of our business triumphs 
and our trials. First, was the end-of- 
the-war phase of huge demands for com- 
modities of all kinds, of swiftly mount- 
ing prices, of constantly expanding 
business and accompanying inflation. 
Second, came the storm signals, namely, 
the heavy drop in security values in the 
last half of 1919. Third, came the swift 
fallin commodity prices, not in America 
alone but all over the world—a fall that 
would have spelled disaster to Amer- 
ican business had it not been for the 
sagacity and courage of you bankers 
here before me, backed up by the Fed- 
eral Reserve System with a fine com- 
mon-sense southern banker at the head 
of it, Governor Harding of the Federal 
Reserve Board! Fourth, in this cycle, 
came finally the ease in money which 
denoted the flattening of prices with 
business on its back. That easing of 
money became marked in the summer 
of 1921, and now, as has been the case 
in other business cycles, we kave, after 


.to jump. 


a twelve-month of easy money, begun 
clearly to move forward again. We have 
had rude buffets and deep wounds. But 
American business has at last, with 
characteristic courage, bound up _ its 
bruises and is slowly moving on to new 
goals, : 

Yet, despite clearing skies and fair 
weather, we have not yet cause for un- 
bounded confidence. We must not for- 
get that, before the race is won, we still 
have some hurdles to jump. What are 
some of these hurdles? Our farmers 
would tell us that a chief one is the 
low price prevailing for farm products. 
They say, “Yes, this is a big season for 
crops, but our net money gain will be 
small.” You know what the figures 
show, but here is the estimated com- 
parece between our crops last year and 
this: 


1922 1921 
Bushels Bushels 

Wheater aeeeeisce 818,000,000 795,000,000 
Corny .akt case eae 2,875,000,000 3,080,000,000 
Oats <i.i6 seis sietenae’s 1,255,000,000 1,061,000,000 
Ja Cetealsmeiaciecicce 5,274,000,000 5,195,000,000 

Bales Bales 
Cottonteecrmrcintent: 10,600,000 8,000,000 


I shall not attempt to argue the point of 
lower prices; but I never knew any 
country to “go broke” because of its 
abundant crops. So, even though our 
farmers suffer disappointment, I think 
the low-price hurdle is the easiest one 
The farmers had high prices 
in 1919 and 1920, but the aftermath was 
a serious one for them. In the long run 
they, like all of us, will fare better on a 
moderate price scale, with small fluctu- 
ations. 


The Problem of Labor and Capital 


What other hurdles have we to leap 
in our race for prosperity? Certainly 
our labor strikes form one, and a big 
one at that, even though the worst may 
now seem to be over. We all say that 
we deplore these wretched struggles, yet 
the extent of our regret must be meas- 
ured by our endeavor to prevent their 
recurrence; by our attempt to reconcile 
the conflicting views. As bearing upon 
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this situation, I ask you, who are so im- 
fluential in counselling large men of 
business, to remember that in this 
country there are still traces of arro- 
gance among employers, as there are 
manifest signs of arrogance in labor. 
Yet the employer has even less excuse 
for arrogance than the laborer. The 
high wages of the war and of the years 
just after had, not unnaturally. a some- 
what “spoiling” effect upon labor. They 
gave labor the feeling that it must 
always share in the prosperity—never in 
the adversity of business. I deplore that 
feeling; yet I beg to remind you here 
that that feeling of 

labor in So far as it, 
was directed to the im- 

provement of living 

conditions, to the gain- 

ing of a little leisure, 

and of the time to play 

and be happy, was 

wholly right and to the 

advantage of the com- 

munity. From such 

men as you, such ambi- 

tions on the part of la- 

bor, moderately and 

wisely directed, should 

have every possible en- 

couragement, 

The problem of cap- 
ital and of labor will 
never be wholly worked 
out. People talk as if it 
were an example in 
arithmetic, capable of a 
final solution. It is no 
Sucume thing. It is a 
problem of human 
beings: therefore, of 
emotions, gropings, 
longings and ambitions. 
We can meet it only 
little by little, and only 
then if we put ourselves 
in the other fellow’s 
shoes and get his view- 
point. Do you and I 
want to change our jobs 
of long hours, evening 
conferences, heavy and 
continuing responsibil- 
ity, for the job of the 
man who has the chance 
in his daily work to re- 
lieve his brains with the 
work of his hands? 
Some days no doubt we 
all feel like it; but 
whether we would make 
exchange or would not, 
it is our responsibility 
to study more fully 
than we do today the 
conditions of labor and to be sure that, 
by and large, every competent worker 
(be he in the office or in the field) has 
an interval in the drudgery of work for 
that enjoyment of life that will make 
him a more contented and better citizen. 
In this matter you and I have a responsi- 
bility that we cannot dodge. 


Politics and Business 


What other hurdles have we to jump? 
If I should answer—politics—the re- 
sponse might well be that politics are 
always with us and must ever be reck- 
oned with as a handicap upon business. 
If that is true, it is our own fault in the 


men whom we select to legislate for us. 
The hurdles against business which pol- 
itics set up are likely to be more for- 
midable in the continued unsettlement 
which they threaten than in the actual 
results of legislation. That is the reason 
that the Bonus Bill, with its threat to 
tax several billions of dollars more out 
of the American people and distribute 
the fund in such a way that probably 
no one would receive real benefit, has 
been a hurdle to business. That js the 
reason that President Harding’s ring- 
ing veto of the bill has created such a 
feeling of relief in the community. 


THOMAS WILLIAM LAMONT 


The tariff measure is of a somewhat 
different order. We shall be fortunate 
indeed if we do not find that in prac- 
tice it protects a lot of industries that 
do not require protection, and cuts off 
from our farmers and manufacturers a 
lot of foreign markets that are ready to 
buy our commodities. Many of our 
people still fail to realize that the word 
“trade” means, in the final analysis, an 
exchange of goods or services. Many 
of us still cling to the idea that inter- 
national trade, as the term applies to 
America, means that we can sell freely 
to all the markets of the world and in 
turn need buy from them little or noth- 


ing. This theory, which seems to be the 
basis of much of our tariff legislation, 
will, if pursued, surely wreck a big part 
of our foreign trade. If there is any 
one motto which American producers 
and legislators should learn by heart, it 
is that oft-repeated one of the British 
merchants, who, over a century ago, 
declared that, “He who will not buy 
neither shall he sell.” 

Now, let us cast our eyes across the 
ocean, and see if we can derive any com- 
fort from that situation. With war and 
rumors of war, with the Turk—the 
“Sick Man of Europe”’—suddenly alive 
and kicking the Greeks 
all around the lot, with 
Russia, Germany and 
Austria what they are, 
with Ireland still in a 
ferment, we may well 
wonder what end is in 
sight. Yet to say that 
Europe has “gone all to 
pot,” or in fact to give 
vent to broad generali- 
zations about Europe, 
is very dangerous. On 
the surface, yes, things 
look about as bad as 
they could. But you 
bankers, when you are 
sizing up a customer, 
look far beyond his 
mere written statement. 
You take into consid- 
eration his character, 
his life-long record and 
many other factors not 
plainly visible. So in 
any size-up of Europe 
we must take into ac- 
count the invisible fac- 
tors. And I say to you 
that these invisible 
forces are saving Eu- 
rope today. Politically, 
Europe may be in the 
doldrums or worse; but 
economically (though 
many people may dis- 
agree on this point) I, 
for one, believe that 
Europe is on the mend. 


Invisible Forces Saving 
Europe 


What are these in- 
visible forces that, |] 
maintain, are so great 
as more than to offset 
the visible and unfortu- 
nate factors in the Eu- 
ropean situation? The 
first of them is produc- 
tivity. Those forces 
that for almost five years were 
given over to the killing of men, are 
now being devoted to the growing of 
crops, to the making of goods. Second, 
trade is on the increase; not only as to 
Great Britain, the traditional merchant 
of the world, which is already well on 
her feet, but as to the whole continent 
of Europe, even including Russia. 
England, has, since 1919, paid off £275,- 
000,000 of her external debt—an amount 
equivalent to one and one-third of Amer- 
ica’s entire national debt prior to the 
world war. Last year France reduced 
the trade balance against her from an 
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adverse figure of 23 billion francs to 
2 billion francs. 

The third point is that the people of 
Europe are saving. The war and _ its 
aftermath meant an orgy of spending. 
Now saving is taking its place. Poli- 
ticians may disagree every morning upon 
the settlement of the reparations ques- 
tion, but meanwhile the brave French 
peasant, day by day, is growing his wheat, 
is saving his centimes. What, by the 
way, is the amount of savings that the 
French people have invested in their own 
government securities since the war? 
One hundred billion francs. 

As to Russia, just as I was leaving 
London early in the summer, practical 
business men, familiar with Russian con- 
ditions, made this prediction to me: That 
there are two ways, one akin to the other, 
in which the Russian situation will grad- 
ually improve. One is that the Soviet 
Government will begin to persuade for- 
eign engineers, manufacturers, and other 
technical experts to return to Russia and 
take in hand various units of production 
and transportation. The second is that 
foreign merchants will open up more ac- 
tive trade—not direct with Russia, which 
seems for the moment impossible—but 
with the buffer states like Latvia, Esthonia, 
etc., whose merchants (having formerly 
been a part of it) know Russia perfectly ; 
and in return for shipments of goods into 
Russia can secure payment in kind or in 
some other way not open to the ordinary 
foreigner. One of my friends described 
these two processes as to Russia as akin 
to the isolated skin-grafting operations 
that are sometimes undertaken upon a 
bad burn on the human body. A lot of 
little patches of healthy skin are stuck 
here and there, gradually grow and after 
a time, with good luck, come together 
and cover the whole burn. I was in- 
clined to think this a pretty good meta- 
phor and to believe that this prophecy 
as to Russia was not unlikely of ful- 
fillment, even though the time involved 
may be long and weary. 


Grievous Loss of Man Power 


Grievously as the Continent of Europe 
has suffered from the war, I would re- 
mind you that we are too apt to reckon 
such losses in material terms—in the de- 
struction of dwellings, of mines and of 
means of production. Europe’s greatest 
loss, one for which not only she but the 
whole world must suffer for generations 
to come, is the death of millions of her 
young men; vital, eager, ambitious ; sing- 
ers, painters, poets; men of imagination 
and of genius, upon whose ideas a great 
portion of the world depended for its 
future progress, for its discoveries in 
science, for its inspiration in the arts. 
Do you remember those lines of young 
Rupert Brooke, himself destined a little 
later to lay down his life in the great 
cause: 

These laid the world away; poured out the red 
Sweet me of youth; gave up the years to be 
Of work and joy, and that unhoped serene 

That men call age; and those who would 


have been, 
Their sons, they gave, their immortality. 


And Europe’s great tragedy has been 
the loss of such lives and the upset of 


her social structure, the restoration of 
which will require far more of time and 


patience than the repair of the material 
destruction wrought upon her. It is 
to such spiritual repair that America 
can by thought, by insight and sympathy 
contribute even more than in material 
ways. And upon us bankers and busi- 
ness men falls the responsibility of en- 
couraging in this country the education 
and inspiring of our young men to high 
and generous ideas. For it is our young 
men, “trained in imagination and initiative, 
that, in the next decade or two, must 
supply to Europe some of the vitality 
that lies stilled torever beneath the mud 
of Flanders. 

Remember, too, that Europe cannot be 
restored by formulas. No scheme can 
right the world. Neither statesmen, 
economists, nor bankers can devise a 
plan of salvation. Only the people can 
save themselves, and that through the 
exercise of the old-fashioned virtues of 
hard work, of thrift, kindliness and co- 
operation—coupled with wise and cou- 
rageous leadership. And that is the 
point that leads me to emphasize the 
title which I have given to these scat- 
tered remarks of mine: “The American 
Banker’s Responsibility.” 


America’s Good Fortune 


First, I want to remind you of the 
great privilege it is to be an American 
citizen today. This is still the country 
of great opportunity. The great, open 
spaces of this North American continent 
have given us justification for boundless 
vision, for generous impulse, for glowing 
optimism, for helpful cooperation in all 
directions. Just to be born an American, 
free from some of the clinging prepos- 
sessions of the Old World, is in itself 
an inheritance and a career. 

Are we today realizing our oppor- 
tunities? As to our purely domestic sit- 
uation, I should reply, on the whole, yes! 
Our people are generally working in a 
worthy way towards worthy ends. They 
are meeting most of our strictly home 
problems with candor and good sense. 
If, as a people, we have a lack, it is that 
not often enough do we “pause in living 
to enjoy life.’ We are sometimes apt, 
in our eagerness for quantity, to overlook 
quality. We let our days and our passing 
pleasures grow elaborate and complex, 
forgetting that moth and rust corrupt 
and that ideas and ideals are the only 
things that endure for the ages. America 
within itself is, I repeat, a land of gen- 
erosity and cooperation. Throughout 
our great and growing commonwealths 
from East to West we see public spirit, 
eager and intelligent; we see warm 
hearts, fine impulses, directed toward 
noble ends. But are we bringing this 
native American idealism—that same 
idealism that has led us, in five of the 
six wars that our nation has waged, to 
battle for high principle—are we “bring- 
ing that same inspiration to our relations 
with the world at large? That is the 
question that, with searching earnestness, 
you and I may well put to ourselves 
today. 


Interallied Debt Problem 


In this connection, there is no concrete 
problem more vital for us to study with 


clear and generous vision than that of 
the so-called interallied indebtedness. 
From the purely American view there 
are certain points important for us to 
bear in mind. It has been said many 
times in the last twelve-month that the 
one adjustment essential to the settlement 
of Europe is the German reparations 
question. I agree that this has been, 
and is, a question of great importance, 
but it seems to me that it has now be- 
come secondary to the general one of in- 
terallied debts. Of course, in a way of 
speaking, it is simply a part of the latter 
question, because Germany’s indebtedness 
to the Allies is international in character. 
In our discussions of reparations over 
here, the American attitude has, on the 
whole, been critical of the French for 
apparently not realizing more quickly 
the facts of the situation and thus dras- 
tically scaling down the reparations pay- 
ments. In fact, many critics over here 
have been advising France to forgive a 
good part of the German debt. To these 
critics Frenchmen have not unnaturally 
replied: “It is easy for Americans to 
advise us to forgive German debts due 
to us in repair of the frightful havoc 
caused by Germany upon our homes and 
industries; but what about America, in 
turn, doing a little of the debt-forgiving 
business, especially as the debts that were 
contracted with the American Govern- 
ment were made in order to enable us, 
in large measure, to do America’s fight- 
ing before her own soldiers got into the 
firing line.’ I am not going to argue 
this point. I simply bring it up so as to 
ask you to give it your further thought 
and study—whether there may not be 
some reason in the French attitude. 


Secondary Stage 


The reason why I say that reparations 
has now reached a stage secondary to the 
larger question of interallied indebted- - 
ness is that, while no reparations adjust- 
ment has yet been reached, nevertheless 
public opinion on the other side has now 
advanced to a state where, when the 
reparations question comes up again next 
November, it ought not to be impossible 
to settle. In other words, over a year 
ago, the British realized that the Ger- 
mans could, or would, never pay anything 
like the reparations -total fixed in the 
Versailles Treaty. Later the Belgian 
government became similarly convinced, 
and now in France, as I have talked there 
with many classes of representative 
Frenchmen, there has come to be the 
same recognition of the fact that Ger- 
many cannot pay the huge totals set 
forth. The French government, however, 
has, not -unnaturally, taken the position 
that it could make no official acknowl- 
edgement of such a general fact until 
such time as a possible settlement was 
offered. The French thesis is that if 
Germany cannot pay what she has prom- 
ised to pay, let her come forward and 
state just why she cannot, and what and 
when she can pay. Up to date the French 
declare they have not received any clear- 
cut proposition from Germany covering 
these points. They say that when they 
receive such a proposition, they will be 
prepared to act. I bring out this point 
of view, because I feel that while to 
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many there may have appeared to be 
something “hard-boiled” in the French 
attitude, it is only fair to analyze that 
attitude and see what it really is. 


The Sums Owing to America 


Further, when it comes to this ques- 
tion of interallied indebtedness, suppose 
we put to ourselves, in all seriousness, 
that point that the French have put to 
us, namely—‘“Is it fair for us, inasmuch 
as we seem to be urging France to for- 
give part of the German debt in order 
to effect economic adjustments in Eu- 
rope, to do a little forgiving ourselves?” 
As we put this point to ourselves, sup- 
pose we spend a moment in looking at 
the amounts of governmental indebted- 
ness owing to our government. Just for 
record, I will mention again the rough 
totals by countries: 
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Now as to this indebtedness, early last 
- spring, Congress passed a law under 
which the President appointed a special 
commission to negotiate with the foreign 
nations the handling of their indebtedness. 
The power of this commission, however, 
was strictly limited by law. It must 
require the borrowing nations to pay off 
their entire indebtedness within twenty- 
five years and meantime to pay interest 
at an average rate not below 4% per cent. 
Of course, such provisions leave little 
room for negotiation. Under that bill 
about all that the European nations can 
do is to “sign on the dotted line” or, else 
to decline to sign, on the ground that they 
know that they will not be able to live 
up to the specified obligation and, there- 
fore, feel it impossible to commit them- 
selves to a promise that they cannot carry 
out. 

Now; being all, I hope, practical men, 
I think it behooves us to scrutinize this 


situation and to look into the various . 


factors bearing upon it. Let us, by in- 
vestigation, determine what, if any, of 
these debts are in any event ‘uncollectible, 
= so should be written off in order 

“quit fooling ourselves.” Let us de- 
Gde what others of these debtors are 
good in part but must be given ample 
time to pay in—far longer perhaps than 
twenty-five years. Emphatically, let us 
figure to see whether the payment of 
these debts (which inevitably must mean 
a great increase in our import and a 
heavy decrease in our export trade) is 
going to prove an asset or a liability for 
American business. 


Do They Really Owe Us All The 
Debt? 


Then, aside from these phases of the 
question, there is another one for us to 
study, which has practicality in it and 
also some sentiment. It is based on the 
following fact, namely, that about one- 
half of the total indebtedness shown in 
the foregoing table was contracted be- 
tween April 4, 1917 (when Congress 
declared war against Germany), and the 
date a year later when the American 
army for the first time got its soldiers 
into the trenches in any considerable 
numbers. Can it not, with much reason, 
be argued that whereas during this period 
of one year, we were wholly unable to 
furnish soldiers to. fight our battles for 
us, at least we were able to furnish arms 
and munitions? We did furnish these, 
but not as a free contribution to the war, 
for during that period the Allies were 
purchasing these commodities in America 
and were paying for them by contracting 
the debts just described. Ought, there- 
fore, any part of this first half of the 
debt to be cancelled by the American tax 
payers? I do not attempt to answer that 
question, which of course has been raised 
many times heretofore. I simply bring it 
up again and urge you to think about it, 
and if, and when, you reach a conclusion, 
express that conclusion out loud. One 
thing is certain: If someone on April 4, 
1917 had been able to give us our choice 
as to whether we should rather give up 
freely and for all time five billion dollars 
in money or give up the lives of several 
hundred thousands of our sons,: there 
would have been no hesitation as to our 
choice. Fate, however, was the one that 
dctermined that choice. It determined 
that Great Britain and France should 
give up the lives during that first year, 
and that we should furnish, not our 
blood but our money; taking, however, 
in place of it the promises-to-pay of 
our Allies. No other policy at the time 
could have been followed, I grant you, 
but now that the war is behind us and 
we can take a long look back, is it wise 
for us, it is just, is it generous to make 
some composition of this matter? What 
is your opinion? 

In making up our minds as to the 
proper answer, let us reca!! a phrase that 
of late years has been much used here, 
and sometimes misused—“America First,” 
What does America First mean? Does 
it mean that we shall strain every nerve 
to make America first in wealth and 
prosperity. If so, we have already at- 
tained that ambition. Already we hold 
two-fifths the entire world’s stock ‘of 
gold. We produce 54 per cent. of its 
cotton; 45 per cent. of its grains; 60 
per cent. of its copper; more than half 
of its iron and steel. Is there any field 
of material accomplishment that we are 
not preeminent in? 

As to science, no ambition could be 
more exalted than to have America first 
in that field. And we may well be glad 
and proud that in so many lines of 
science, especially perhaps medicine and 
pathology, this country is in the van; 
its progress being manifestly due not 
only to the zeal and skill of our scien- 
tists, but also to the boundless generosity 
of those men who have used their wealth 
to relieve and to bless mankind. 


In education, too, America is in the 
front rank, and even though in systems 
for training the minds of our young we 
may have much to learn, yet no one can 
deny that in our scheme of general, free 
schools for the youth of the land we 
probably surpass any other country in 
the world. Likewise, in our charity, 
America’s record is a noble one. Who 
can forget the colossal sums for relief 
that our people freely gave, during the 
war and after? Mr. Herbert Hoover 
estimates these sums to have aggregated 
$1,204,343,000 down to the summer of 
1921.’ Of this amount approximately 
$200,000,000 was sent abroad after the 
armistice to feed the hungry and clothe. 
the naked. 


Are We Doing Our Full Share? 


Yet with all this splendid record of lib- 
erality and accomplishment, I again put 
the question whether you and I and our 


‘fellow citizens generally are doing our 


full share to solve the weighty, the tragic 
questions that are weighing upon the 
world? Are we giving to the solution of 
those questions the best that is in us— 
our constant study and thought, the will- 
ingness to sacrifice? I make no appeal 
to you for the immediate material aid 
of the world that lies beyond the Atlantic 
and Pacific. I make appeal to you, and to 
myself, for something far more rare— 
for our assurance to them that we are 
with them in mind and in spirit in the 
solution of their difficulties; that we are 
once again ready, as we were in the 
Great War and as our forefathers have 
been for 150 years, to suffer if need be, 
and to yield up something of ourselves in 
the general cause of world justice and 
peace. 

Concretely, may I digress for a moment 
to mention two situations with which in 
the past two years I have become some- 
what familiar? One of these is the Far 
East. The other is Mexico. Across the 
Pacific, Japan is our nearest neighbor. 
Do not gain the opinion that the Japanese 
people are a sharp, tricky nation, un- 
friendly to us and wanting to get the . 
advantage of us. It is not so. The 
Japanese nation as a whole is exceedingly 
anxious for our goodwill and friendliness 
and will go far to gain and retain our 
cooperation. Nothing, I believe today, 
is, in their own opinion, quite so vital to 
them as an unbroken friendship with their 
neighbors of America. But it was upon 
the transcendent problem of China that 
I particularly wanted your thought. 
There is a great people—four hundred 
millions of them—a people high in the 
arts and in civilization three thousand 
years before Columbus came to America. 
But in these modern days their antiquated 
system of government has broken down. 
And trusting America, these great people 
of China—sober, peaceful, honest, indus- 
trious and intelligent—ardently desire the 
guidance of America. Any question af- 
fecting the peace and development of the 
whole Pacific basin must be of interest 
to us, and no task of greater magnitude 
and import waits upon us than to assist 
in the solution of China’s difficulties. 
That is why I regard the Pacific Four- 
Power Treaty reached at Washington 
last winter as of such supreme impor- 
tance to the Far East and as calling for 
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the study and loyal support of every 
American citizen. 


The Situation as to Mexico 


The other concrete situation which I[ 
had in mind was nearer at hand; our 
next neighbor to the south. To Mexico, 
as to China and Japan, duties not of my 
own seeking called ‘me not long ago, and 
much time had been spent in an endeavor 
to assist Mexico in what I believe to be 
a sincere attempt by her present admin- 
istration to work out the problem of her 
foreign indebtedness. Any such attempt, 
if carried out in good faith and effective- 
ness by the Mexican Government, must 
be bound to impress the world. And what 
I ask of you now is to give some little 
thought to this near neighbor of ours. 
Do not accept the “hard-boiled” opin- 
ion of your neighbor that “Mexico is 
hopeless” or that “All the Mexican people 
care about is to fight revolutions.” No 
such opinion is true. 
shows any scrutiny of the facts. Study 
the situation for yourself and you will 
find this to be true: That during the 
administration of Porfirio Diaz, intelli- 
gent and high minded as he was in so 
many ways, millions of the Mexican 
people had almost no opportunity to im- 
prove their position either by acquiring 
education or becoming, even in part, 
owners of the land which they cultivated. 
So that the revolution which overthrew 
Diaz and the revolutionary movements 
that succeeded it—misdirected though 
some of them were—were, in general, ef- 
forts to relieve and uplift the great mass 
of Mexican people. Remember this and 
you: cannot fail to have more sympathy 
with the situation today. Of course, the 
movement to reform, like all such move- 
ments in history, went too far. The 
pendulum swung away to the left. Try- 
ing to correct admitted evils the republic 
created some new ones and adopted a 
constitution which is subject to criticism, 
not so much on the ground of its rad- 
icalism, as upon its unworkableness. The 
present administration in Mexico is, I be- 
lieve, making an earnest effort to change 
the workings of that 1917 constitution so 
as to give the country a sound basis to 
work upon and its foreign investors ade- 
quate security. Because, however, the 
process is slow and halting, we have no 
cause for despair. On the-contrary, there 
is strong ground for hope, always pro- 
vided that you intelligent leaders of our 
community take the trouble to study the 
facts, and never be wearied in your 


No such opinion 


patience and sympathy for that neighbor 
whose frontier marches for sixteen hun- 
dred miles with ours from the Gulf of 
Mexico to the Pacific. 

To the problems then of these two 
neighbors of ours to the south and across 
the Pacific, I ask you to give your per- 
sonal thought and interest; pointing 
out to you meantime that the situation 
of Europe is inescapably joined with 
that of our own. In a material way 
we have made many nations, as Mr. 
Wickersham has said, dependent upon 
our own surplus products, and our- 
selves, in turn, dependent in part upon 
their markets. But, as I have said, the 
cooperation that I ask first for them is 
not economic. It lies in understanding 
and in sympathy. The shot that was 
fired at Lexington in 1775 was heard 
around the world. At that moment 
America set aglow a new beacon to light 
the way to freedom and liberty for gen- 
erations on both sides of the ocean. But 
now that we have won so far on the way 
to a splendid national achievement, to 
well-ordered freedom, to prosperity and 
contentment, have we no flaming torch 
of leadership that we can raise before 
the eyes of the many millions who, since 
the armistice, have been looking in vain 
for it? 


America at the Parting of the Ways 


Finally, do not forget that, as these 
nations of Europe face great dangers, 
America, too, is facing a crisis, though 
of a different order. We have gained 
great power. With the power goes 
weighty responsibility. Have we dis- 
charged it? For the period of the World 
War, my answer is yes, a thousandfold 
yes. For the period since the armistice, 
can any one of us search his heart and 
answer yes? We have, it is true, offered 
criticism to the nations of Europe. We 
have shouted advice across to them. But 
we have been timid and fearful of petty 
entanglement. Now we have, it would 
seem, come to the parting of the ways. 
Shall we meet the responsibility that has 
come with our power—or shall we fail? 
Shall you and I give our mind, our un- 
derstanding and our sympathy to these 
problems or shall we stand aside and add 
to our national stock of gold? Shall we 
urge upon our National Government ac- 
tive cooperation in the counsel of the 
mother country and of the Old World? 
Or shall we keep silent? 

Nineteen hundred years ago it was that 
St. Paul said: “For unto whomsoever 


‘better. 


much is given, of him shall much be re- 
quired.” And a little before there was 
One who said: ‘With what measure ye 
mete, it shall be measured to you again.” 
What shall we measure for ourselves? 
Shall it not once more be the courage 
that is America’s tradition? Shall it not 
be the generosity as well as the justice 
that, among all the nations of the earth, 
will in truth and in name make America 
First? 


PresmENT McApams: The best re- 
sponse, Mr. Lamont, that we have been 
able to make to your welcome is the fact 
that although the largest previous con- 
vention of the American Bankers Asso- 
ciation numbered 4,400, over 9,600 of us 
are here at this time to partake of our 
hospitality. 

We are deeply appreciative of every- 
thing that you have done to make us feel 
at home, but particularly for the wonder- 
ful foundation you have laid in this re- 
markable address, upon which we can 
build safely and sanely as the Convention 
proceeds with its deliberations. 

I should like to pause in the program 
just a moment to have you meet the man 
who, as head of the Committee of One 
Hundred, has been giving so much of 
himself in organizing this work so that 
every detail might be attended to so that 
you and your friends might be happy 
while you were in New York—Mr. 
Seward Prosser, President of the Bank- 
ers’ Trust Company of New York. 


Mr. Prosser’s Ovation 


The audience arose and applauded 

SEWARD Prosser: I am not asked to 
speak to you as a banker of New York. 
I am asked to speak to you, and only 
for a moment, as a representative of the 
Committee of One Hundred, whose rare 
privilege it has been to try to prepare 
in advance for your well-being, your 
comfort and your pleasure while you are 
within our gates. 

I am not going to say more than this 
to you: We want you to leave New York 
thinking better of us and knowing us 
We want you to enjoy this town 
while you are here and I can tell you, 
with entire truth, on behalf of my asso- 
ciates, the men and women who have 
contributed so much, that if you return 
to your towns thinking better of us and 
have had a good time here, you will not 
have had any better time nor have en- 
joyed it more than we have who have 
made the effort to provide entertainment 
for you. 
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Address of the President 


THOMAS B. McADAMS 


Vice President Merchants National Bank, Richmond, Va. 


T this season of the year, when 
Atte: Earth slows down her 

activities in order to inventory the 

new wealth created through her 
labors, it is customary for us to meet, 
analyze the work of our Association for 
the past year and outline our policies 
for the future. 

It is not my intention to detail the 
activities of the Association or refer 
to the accomplishments of the various 
subdivisions of our organization. These 
records will be submitted as our pro- 
gram develops, and will, I am sure, bring 
conviction that our association together 
for the good of the banker and the 
benefit of the nation is not in vain. 


In National Development 


Through the cooperation of the bank- 
ers of the country and the leadership 
of those who have directed the affairs 
of our Association, there has been built 
up during the last half century this great 
financial organization, truly a powerful 
factor in national development—a force 
at once helpful, constructive, conserva- 
tively aggressive and unselfishly patri- 
otic. 

At the beginning of my administration 
there seemed not so much need for the 
creation of new machinery, or the de- 
velopment of new ideas, as for coor- 
dinating the great power for national 
development inherent in our organization 
of twenty-three thousand banking insti- 
tutions and linking it up with other 
forces in the country, inspired by the 
same ideals of service and working to 
maintain high standards in citizenship 
and government. 

Inherent or potential power is an asset 
of great importance, but its real value 
comes only through its use—the applica- 
tion of it where it may be effectively 
employed and at once made creative and 
productive. 

For centuries great watercourses have 


steadily made their way toward the seas, 


creating power sufficient to light the 
world, turn the machinery of industry 
and transport a large part of the prod- 
ucts of the farm and factory from the 
place of production to the point of con- 
sumption; yet pending the development 
of hydro-electric machinery but a small 
part of this power was utilized, and 
energy of incalculable value was per- 
mitted to go to waste. 

So it is with human energy. How 
great has been the waste of man power 
—how much of it has been dissipated 
because it has not been known how best 
to use it, or else it has been applied in 
channels where results were more theo- 
Tetical than valuable. 


Energy Transformed 


Every cross-section of American life 
has its own particular organization. We 
find Ourselves grouped together along 
religious, political, social, business, char- 


itable, fraternal, racial, educational, 
financial and innumerable other lines. 
Each group has in mind the accomplish- 
ment of some desired end. Many of 
them are worth all they cost in money 
and energy; most of them make a dis- 
tinct contribution to the development of 
individual initiative and a sound na- 
tional viewpoint. How much more re- 
sultful, however, the efforts would be if, 
through the elimination of overlapping 
in motive and labor and jealousy in 
execution and achievement, the energy 
of all these diversified groups could be 
transformed through some central power- 
house into a great national force func- 
tioning with minimum waste of effort 
and expenditure. 

Because of diversity of views and dif- 
ferences in purpose, a full realization of 
such an ideal is perhaps an impossibility ; 
yet it should be entirely practical to 
bring together a few of the most im- 
portant of our commercial organizations 
that they may at least cooperate effec- 
tively in the protection of society against 
the unsound propaganda of the agitator 
and the hasty judgment of the mob. 

During the past month, upon the invi- 
tation of the American Bankers Associa- 
tion, a conference was held between ex- 
ecutive representatives of nine leading 
commercial organizations. 

There was no prepared agenda, there 
was no selfish program or policy sug- 
gested in behalf of any organization, and 
from the nature of the deliberations and 
the expressed desire for similar meetings 
in the future, it seems fair to conclude 
that the conference marked a new epoch 
in the coordination of the efforts of the 
great productive forces of this country. 
A point of contact has been established 
through which each of these Associa- 
tions, continuing to exercise its inde- 
pendence in policy and action, will be able 
to increase materially its own influence 
by linking up its energies and efforts 
with others animated by the same ideals 
of service. 

Once certain that our position upon a 
question of national importance is truly 
representative of the spirit of our people 
and in accord with those principles which 
make for real prosperity and happiness, 
it should be possible through this combi- 
nation of forces to exert a power which, 
if intelligently directed, will insure both 
wisdom in plan and sanity in execution. 


In Public Affairs 


We have been too prone to under- 
estimate the position of influence and 
responsibility occupied by the individual 
American banker, and so it is not sur- 
prising that we have also failed to realize 
the important factor he naturally be- 
comes in public affairs when his energy 
and talents are coordinated in an Asso- 
ciation such as ours. Too often have we 
heard bankers themselves express the 
thought that the best way for them to 
accomplish something is through having 


it advocated by some other element of 
our citizenry. We have patiently ac- 
cepted the slurs cast upon the profession 
by some politicians who have endeavored 
to advance their’own interests by paint- 
ing a lurid picture of the selfishness and 
meanness of the average American 
banker. 

In my judgment, the banker should 
resent these insinuations with every drop 
of red blood that flows through his 
veins, and should take his position upon 
both public and private questions without 
fear of misrepresentation and with no 
apologies for maintaining a position he 
conscientiously believes to be right. 

If the banker will fight fearlessly in 
behalf of those principles which are 
founded upon right and justice, even 
though he be temporarily unsuccessful, 
he need have no fear of the ultimate 
outcome. The most pusillanimous figure 
in American finance is the banker who 
is afraid to express his honest convictions 
upon a public question because he fears 
some depositor may not agree with him. 

In legislative matters we must be care- 
ful to advocate only those measures 
which are in accord with the best Ameri- 
can traditions, founded upon sound finan- 
cial principles, and the operation of which 
will ultimately inure to the general wel- 
fare. Holding firmly to these principles, 
we need have no fear of our appearance 
before state legislatures or in -Washing- 
ton being discounted or discredited. The 
experiences of the past year have con- 
vinced me that the average American 
official and legislator has a much higher 
regard for the integrity and advice of. 
the American banker than some political 
profiteers would have us to believe—and, 
after all, the worst type of profiteer is 
the politician who tries to keep himself 
in office through advocating a raid upon 
the public treasury in the interest of any 
section or class. 


Our Obligation to Public Service 


The first step in our program of work- 
ing in closer harmony and accord with 
other patriotically inspired organizations 
was the official visit of your Administra- 
tion Committee to Washington in Decem- 
ber of last year. It seems eminently 
proper that the services of our great 
organization of American citizens should 
be freely placed at the disposal of every 
American administration, without regard 
to creed or political affiliation, for the 
double purpose of assisting in the devel- 
opment of the great resources of our 
country, both physical and personal, and 
protecting the nation against insidious 
propaganda. 

The President of the United States was 
most cordial in his acceptance of our 
proffered services, and heartily welcomed 
us as representatives of that cross sec- 
tion of American life which comes in 
close daily contact with the joys and 
sorrows, the aspirations and disappoint- 
ments, the failures and achievements of 
the individual citizen. 
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With members of Congress and the 
heads of departments both problems and 
policies were discussed, and through re- 
sults already accomplished the visit can 
definitely be recorded as having enhanced 
the opportunity for the American banker 
to help. It has made us more confident 
that our services are needed and has 
added materially to our capacity to advise 
and serve. 

Often one hears patriotic and intelli- 
gent bankers express the sincere con- 
viction that some worthy proposal should 
be discouraged because its development 
would bring the banker, either individu- 
ally or collectively, into politics. Per- 
sonally, I have no sympathy with this 
viewpoint. America is a democracy, and 
inevitably politics—not the development 
of narrow partisan policies, but the pro- 
tection of our fundamental national polity 
—will be the determining factor in con- 
trolling our affairs and shaping the 
future of the country. If we would not 
enter politics ourselves, to whose shoul- 
ders would we transfer our responsibility 
of citizenship? Should we complain about 
radicals and theorists prevailing if we 
take an interest in public affairs only 
when some specific act, inimical to our 
interests or the public welfare, arouses 
us suddenly to the necessity for action? 

Has not the challenge come to us, as 
to all other patriotic organizations de- 
sirous of protecting American traditions 
and developing her institutions, to assume 
leadership in public affairs? Where men 
have died for a principle, shall we refuse 
merely to render service as citizens? No! 
The obligation of public service is defi- 
nitely laid upon us, both because of the 
inherent responsibilities of citizenship 
and of.the peculiar kind of confidence 
reposed in us by all classes who have the 
right to expect us to be conservative in 
our judgment and aggressive in our 
leadership against those forces which 
would disrupt and destroy. 


Danger of Class Movements and 
Paternalism 


The two tendencies which today need 
most careful diagnosis and handling, in 
so far as their effect upon the future 
of our nation internally is concerned, are, 
first, class movements, the outgrowth of 
social and economic unrest, which tend to 
advance the interests of one group at 
the expense of the nation as a whole; 
and, second, paternalism in government, 
which finds encouragement in the as- 
sumption that government is the final 
resting place for all the trials and tribu- 
lations of the people and possesses some 
mysterious power for the solution of 
every trouble, real and fancied. 

As illustrative of the first, we must 
view with alarm the tendency of certain 
groups of organized labor to advance 
their claims for changed working condi- 
tions and their demands for the main- 
tenance of the high standard of wages, 
created through the necessities of war, 
by treating these questions solely from 
the viewpoint of their own individual 
interest and without proper consideration 
of the public welfare, which must ever 
remain paramount. 


There can be no question that men 
working with their hands in various in- 
dustries have been able during the past 
quarter of a century to improve mate- 
rially working conditions and secure cor- 
rection of abuses and injustices which 
would have been impossible but for the 
power created through organization. 
Many of these changes have proved 
beneficial to the employer as well as the 
employee, and salutary rules and regu- 
lations are now in force in every well 
organized industry which would have 
been looked upon as revolutionary a few 
years ago. 

Every far-seeing American must view 
with sympathy a properly conducted 
movement which has for its motive the 
relief of distress and the increase of 
human happiness, provided that in its 
conduct it is equally as considerate of the 
rights of others as it is aggressive in 
the advocacy of its own policies. The 
danger in human organization, regardless 
of how meritorious may be its motives 
at the beginning, is that, having attained 
its objective, it will then come under the 
influence of unscrupulous leaders and 
impose penalties and restrictions even 
more severe than those against which in 
its inception it had with propriety pro- 
tested. 

Thus it was with the French Revolu- 
tion. A long-suffering people sought 
relief from the innumerable burdens 
placed upon them by the ruling classes. 
Their objective was sufficient legislative 
representation to correct the evils com- 
plained of. With the establishment of 
the Third Estate, however, the move- 
ment went on to a point not dreamed 
of at the outset and developed into an 
orgy of bloodshed, ruthlessly destroying 
the lives and property of those who 
dared disagree with the motives and 
policies of those then in control. 


The Right to Work 


Organized labor has a right to live 
in America, but in order to survive 
it must so conduct its affairs as to 
entitle it to the respect and confidence 
of the American people. Industrial diffi- 
culties cannot be settled permanently 
through the exercise of force on the 
part of either the employer or the em- 
ployee. They cannot be happily adjusted 
so long as labor, in addition to main- 
taining the right of the individual to 
refuse to perform a task for a specific 
consideration denies others the right to 
accept the position thus vacated. 

America will not condone such inci- 
dents as the recent massacre at Herrin, 
where men were ruthlessly murdered 
because they dared work in positions 
voluntarily surrendered by others. 

Consultation, cooperation, arbitration, 
as contrasted with commercial warfare 
are the means which can most effectively 
solve our industrial disagreements, and 
it should not be difficult to devise a piece 
of administrative machinery which will 
fairly determine questions in dispute and 
be clothed with the authority, based upon 
the interests of all of the people, to 
enforce its conclusions. 

Capital and business have been defi- 


nitely curbed in their activities and 
restrained from so combining and 
eliminating competition as to advance 
their own interests at the expense of 
the public welfare. The strike is no 
longer a local incident, but through 
nationwide agreements has become a 
menace to the public welfare, and should 
be made subject to the laws protecting 
the people against other combinations in 
restraint of trade. 

The American farmer in advocating 
cooperative marketing insisted there 
should be incorporated a provision pro- 
tecting the public against any possibility 
of the movement’s coming under the 
control of that type of leadership which 
would take advantage of the privilege 
for the purpose of monopolizing the food 
supply of the nation. 

Should labor be less patriotic than the 
farmer? Should it not be made amen- 
able to the same laws which prevent 
other citizens from enforcing their will 
upon the body politic? In ‘the interest 
of organized labor, as well as the nation, 
the time has come when Congress should 
face this situation fearlessly and pass 
such legislation as will make labor more 
effectively. part of our productive ma- 
chinery, give it the same,. but no more, 
protection than is accorded any other 
citizens and eliminate for all time the 
possibility of jeodardizing the health 
and happiness of the people by the abuse 
of special privileges under which it is 
now allowed to operate. 

In transportation, it is apparent that 
many leaders of the labor movement are 
determined to stir up trouble continually, 
hoping that the public will ultimately be- 
come so dissatisfied as to assent to gov- 
ernment ownership of the railways, with 
its opportunities for further decrease in 
efficiency and a corresponding increase in 
wages at the expense of the public trea- 
sury. The extravagance and waste during 
the period of government control was 
inevitable under a system where politics, 
rather than sound business principles, 
controlled administration, and should be 
a sufficient warning against a repetition 
of the mistake. So insidious is the propa- 
ganda, however, and so continuously 
active are those who would bring it about, 
that the danger can be warded off only 
through the eternal vigilance of those 
who put nation above self. 


Cooperation Necessary in Regulating — 


Railway Income and Expenditure 


To make more effective our machinery 
for railway regulation, the Railway 
Labor Board, under proper restrictions 
to prevent the abuse of authority, should 
be given the power to require both car- 
rier and employee to obey its rulings, 


and also the operations of the board © 


should be more closely coordinated with 
those of the Interstate Commerce Com- 
mission. Thus, through cooperation in 


the regulation of income and expendi- 


ture, owners may be assured a fair return 


upon their investment, capital attracted — 


for the construction of new roads and 
the development of existing facilities, a 
fair compensation awarded those whose 
energy and ability are responsible for 
the operation of the systems, and the 
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public guaranteed that measure of serv- 
ice, which, from the standpoint of 
efficiency and cost, will adequately meet 
oe demands of an expanding national 
ife. 

Our present industrial difficulties are 
not so much incidents in the time-worn 
fight between labor and capital as be- 
tween labor, organized and unorganized. 
Solve the labor question and the prin- 
cipal troubles of the American farmer— 
the greatest representative of unorgan- 
ized labor — will satisfactorily adjust 
themselves. The prosperity of every 


‘farm, however, will be seriously affected 


so long as the farmer is required to con- 
tribute indirectly a material part of his 
day’s labor toward maintaining two men 
in industry who, through decreased effici- 
ency or effort, accomplish less than would 
normally be the productive capacity of 
one -able-bodied workman, unhampered 
by union regulations and restrictions. 

Many of our industrial disagreements 
are directly attributable to the failure of 
different economic groups to meet to- 
gether and confer upon questions of 
mutual interest. Would not these troubles 
largely disappear if commercial organ- 
izations would more often invite a repre- 
sentative of labor to present his views 
frankly—labor affording the same oppor- 
tunity to the business man to discuss 
problems. of vital interest to employer 
and employee? An intimate acquaintance 
with each other’s problems is the first 
important step toward amity in indus- 
trial relations. 


Our Government an Evolution 
The government of the United States 


thas been one of continuous develop- 


ment. Changes have been wrought, both 
through amendments to the Constitution 
and through interpretations by the 
Supreme Court. As our country has 
developed, new problems have presented 
themselves, and in their solution we have 
discarded many of the policies and prin- 
ciples which formed the basis for the 
ratification of the Constitution by the 
original thirteen states. The nineteenth 
century saw the gradual elimination of 
the bitterness which marked the struggle 
between those who differed as to the 
powers inherent in the state and Federal 
governments, and the people, stimulated 
by the views of some forty million 
immigrants accustomed to centralized 
authority, have gradually learned to think 
more as a nation and less in terms of the 
state. 

We have advanced far beyond the 


‘dreams of the most ardent Federalist of 


a century ago, and Hamilton, Marshall 
and Webster would be no less surprised 
than Jefferson and Calhoun did they 
know the extent to which administration 
by the states has been subordinated to 
legislation by the Federal government. 
So accustomed have we become to look 
to Washington for guidance and control 
that state rights is no longer the vital 
party question. Curiously enough, under 
a Democratic administration—acting un- 
der the stimulus of war—the government 
at Washington exercised a more direct 
control over the lives and businesses of 
the people than during any other period 
of American history, 


We may accept as an accomplished 
fact the unity of the nation under a 
strong centralized government, but must 
still solve the important question of how 
far government—municipal, state or Fed- 
eral—can with propriety undertake to 
regulate and direct the actions of its 
citizens and function along lines formerly 
reserved for individual effort. 

Civilization has advanced chiefly as 
the result of the efforts of individuals 
living in organized communities, and it 
has retrograded, as a rule, when central- 
ized authority has suppressed rather than 
encouraged the initiative of the indi- 
vidual. Anarchy disrupts all those ties 
which bind humanity together, while the 
increased concentration of power may 
develop into tyranny and be equally as 
destructive of all progress and liberty. 

The most potential factor in the 
growth of America has been the free- 
dom of the individual to develop along 
lines of his own choosing, to make his 
own place in society, to carve out his 
own future. Thus has it been possible 
for those starting life without either 
wealth or education to rise to positions 
of prominence in the counsels of the 
nation. 

America’s great contributions to the 
inventions of the world may be directly 
attributed to the development of — indi- 
vidual initiative, the right accorded every 
man to let his imagination have free 
play, the exercise of that freedom of 
action which was the birthright granted 
him by those who drafted our Consti- 
tution as a protest against Old World 
autocracies. 

At Los Angeles last year, Dr. McFay- 
den showed conclusively that the decline 
of power of ancient Rome was coinci- 
dent with the attempt to centralize ex- 
cessive power in the capital and the 
gradual assumption by the government 
of the privileges and activities of its 
citizenship. 


France 


France, which during the Middle Ages, 
under the Feudal System, had suffered 
from lack of sufficient centralization of 
government, later, under Louis XIII 
and Richelieu, found herself degenerat- 
ing under the power of an’ autocracy— 
abused by the nobility and detested by 
the lower classes. As initiative was 
gradually stamped out, the government 
assumed the regulation of various indus- 
trial and social activities, and so im- 
mersed was it in seeking luxury for the 
few at the expense of the many that the 
pleasure-loving Court lost its world per- 
spective. It failed to give aid to its 
explorers and colonists, and those price- 
less possessions in India and America, 
which had been won at great sacrifice and 


expense, became English instead of 
French. Industry and commerce lan- 
guished, unrest and unhappiness in- 


creased, and a frightful revolution was 
required to restore the freedom of the 
people and the sanity of the government. 


Russia 


In Russia during the past few years 
we have seen the autocracy of wealth 


and culture yield to the tyranny of ig- 
norance and social error. The ideal of 
the rule of the many has given way to 
the concentration of unlimited power in 
the hands of a few theorists, resulting 
in the disorganization of industry, the 
starvation of millions and the demoraliza- 
tion of the social and economic life of 
what is potentially the strongest nation 
in Europe in numbers and resources. 


Germany 


In four decades Germany saw the 
freedom of thought and action of her 
people subjugated to the imperialistic 
will of the ruling Prussian dynasty. In 
school and church the individual was 
taught to subordinate his desires, his 
actions to national policies, to become a 
mere cog in the imperial machinery. In- 
dividual ambition, individual initiative, 
individual achievement were valued only 
as they contributed to the upbuilding of 
the state. A well organized industrial 
development was the inevitable result of 
training the boy and girl to perform a 
certain task, but through the crushing 
of the spirit of the individual the nation 
lost its soul. 

The power to control the destiny and 
lives of its people, in even the smallest 
detail, developed in the government the 
desire to bring the whole world under 
subjection. Today we find millions dead, 
the property accumulations of generations 
destroyed, the social structure of Eu- 
rope disorganized and in a constant state 
of fermentation. Confessedly bank- 
rupt; her trade demoralized; with diffi- 
culty maintaining order in her social 
structure and stability in her industrial 
life; her intelligence: and resources un- 
able to stem the tide of impending dis- 
aster without outside help, Germany is 
a monument to the failure of the theory 
that the government, rather than the peo- 
ple, make a nation great. 

Here at home we find a lesson of amaz- 
ing significance. The recent failure of 
the non-partisan movement in North 
Dakota—where a single group endeav- 
ored to have the state function for its 
own benefit and advantage, calling upon 
it, through cooperative banks, stores and 
industries of various kinds, to perform 
for the people those functions which they 
should carry on for themselves—was as 
inevitable as is the end of any movement 
which violates the sound economic prin- 
ciples of business and government. 


The Paternalistic Tendency Warrants 
Intelligent Consideration 


From a national standpoint, we have 
not yet gone so far as to be in immi- 


‘nent danger, but the tendency toward 


paternalism is sufficiently in evidence to 
justify us in making an intelligent effort 
to determine just what activities the 
government should perform and how far 
the individual shall be accorded freedom 
of opportunity, untrammeled and un- 
hampered in his operations in so far as 
he properly respects the rights of others. 

There is, for example, a wide gulf 
fixed between government ownership of 
railroads and their operation by indi- 
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viduals under regulations properly pro- 
tecting the public interest. 

It is also far better to encourage indi- 
viduals to employ their brains and capital 
in the development of a merchant ma- 
rine worthy of America than for the 
nation, hampered by the red tape of gov- 
ernment institutions, to assume it can 
operate its own ships as cheaply and 
effectively as would private citizens risk- 
ing their all upon the ultimate success 
of the enterprise. 

A great government-controlled banking 
system may be successful if it confines 
itself to supplying the currency needs 
of the nation, and yet it would be a 
monumental failure should it attempt to 
function as the nation’s banker, dealing 
directly with the individual, politically 
controlling deposits and credit alike. The 
active solicitation of savings deposits by 
departments of the government is an 
encroachment upon the field of private 
institutions wholly out of accord with an 
ideal national policy. 

There is a vital difference between 
regulating competition between corpora- 
tions or directing distribution in a great 
emergency and the taking over by the 
government under normal conditions of 
our mines, packing houses and other in- 
dustries supplying the necessaries of life. 
A temporary gain through increased sup- 
ply or reduction in price can thus be 
purchased only at the expense of na- 
tional progress. 

The government can with propriety 
prevent a group of men from interfering 
with others in the performance of their 
daily tasks, but attempting to force the 
same men to work a specified number of 
hours at a given task would inevitably 
stimulate revolutionary activities. 

A government renders constructive 
service when it encourages public educa- 
tion and assists in the development of 
the public school; but prescribing a cur- 
riculum and dictating what subjects are 
to be taught and how they are to be 
treated would ultimately destroy that lib- 
erty of thought which is essential to the 
proper development of the individual. 

The War Finance Corporation per- 
formed a distinct service in relieving a 
temporary, but none the less acute, situa- 
tion, but the permanent operation of such 
a corporation would be economically dis- 
astrous and would establish a precedent 
in class legislation destructive of the 
ideals of a government of, by and for 
all the people. 

Special privilege for agriculture, re- 
gardless of the recognition of the need 
for encouraging its development as the 
basis of American wealth, inevitably leads 
to special privilege for other classes. 
Class advantage enjoyed by labor and 
certain manufacturers is the principal 
basis for the claim of the soldier for 
additional compensation. License granted 
one group can be exercised only at the 
expense of the whole social body. 

At the beginning of his administra- 
tion, the President of the United States 
emphasized the importance of more busi- 
ness in government and less government 
in business. Experience shows that, de- 
spite the glamour of public life, the 
nation does not sufficiently compensate 
officials to justify men of unusual ability 


serving for a long period at the head of 
a department or commission. The ex- 
tension of governmental activities, there- 
fore, tends to decreased efficiency in 
administration, and as more of our busi- 
ness operations are conducted from 
Washington, the smaller will be the 
incentive to develop character, ability 
and initiative in the individual, essential 
to properly building up the nation’s com- 
mercial structure. 

Less government in business and less 
interference with the ordinary course of 
the average man will help maintain that 
standard of citizenship which has made 
America intelligently creative and abun- 
dantly productive. 


Steady: Progress Toward Stability in 
Industry 


As we review the changes which have 
taken place during the past twelve 
months and note the material progress 
made in overcoming many of the serious 
financial problems which confronted us 
as a result of readjustment from war 
conditions, we can congratulate ourselves 
upon the fine responses of our people 
to the appeal to look forward—not back- 
ward. Many of those who a year ago 
faced disaster have taken on new hope 
and are diligently striving to regain a 
commercial foothold and do their part 
toward creating a new era of prosperity. 

While we have experienced a tem- 
porary setback as a result of the coal and 
railway strikes, yet from whatever stand- 
point we view business conditions in 
America we are impressed with the 
steady progress which has been made 
toward stability in industry and the 
elimination of unemployment. Car-load- 
ings have increased over 10 per cent., 
and while the gross earnings of two 
hundred of our principal railroads for 
the first six months of this year were 
slightly lower than for the same period 
in 1921, through economy in administra- 
tion and expenditure, the net earnings 
show an increase of 70 per cent. for the 
same period. The farmer, who, in the 
face of declining prices, was discouraged 
and almost demoralized a few months 
ago, finds today an advance of 40 per 
cent. in the price of cattle, 30 per cent. 
in corn and wool, and 25 per cent. in 
cotton and hides, as compared with the 
prices prevailing in January. Wheat, 
however, after an advance of 28 per cent. 
has declined in value since May, and 
is now 15 per cent. below January prices. 
In the nine months ending in May there 
was an improvement in the employment 
situation of approximately 13 per cent., 
while the increase of 65 per cent. in 
construction and 64 per cent. in auto- 
mobile production has been reflected in 
the spectacular recovery made in the 
steel trade, which expanded over 200 
per cent. in the year ending July, 1922; 
lumber, during the same period, showed 
an increase of 25 per cent. In the year 
ending September 13 last, the reserve 
position of the Federal Reserve Banks 
showed an improvement of 17 per cent., 
gold holdings increasing $383,000,000, or 
over 14 per cent. Deposits of member 
banks expanded over 20 per cent., while 
their borrowings from the system reflect 


the enormous decrease of over a billion 
dollars, or 73 per cent. 

With these advances there has come 
a new spirit, a reawakening of ambition, 
a renewal on the part of the individual 
of a desire to be both creative and con- 
structive. 


Our Obligation to Europe? 


With the strongest financial position 
in our history, there is good reason to 
anticipate many years of prosperity if 
internal individual and class selfishness 
be subordinated to the needs of the nation 
and if America will use her resources 
of brain and money to help bring about 
a practical solution of the chaotic situa- 
tion now threatening to destroy the eco- 
nomic life of “Europe. 

The armistice was signed almost four 
years ago, and yet we still find ourselves 
facing world problems crying out for 
solution, while we stand idly by, neither 
offering assistance nor making a sug- 
gestion helpful in bringing order out 
of chaos. 

The determination of our international 
policy, whatever it may be, should be 
based upon the broadest possible concep- 
tion of service and should not be re- 
stricted or hampered by party platform 
or political expediency. 

England, like ourselves, did not go into 
the war for the purpose of gaining new 
territory, but was inspired by the need 
for protecting her weaker neighbors and 
saving civilization from demoralization 
at the hands of the Kaiser and his 
legions. 

For three years before we crossed the 
seas she gave unstintingly of her men 
and resources toward holding the Ger- 


man in check, and since the war has_ 


fought no less courageously the economic 
battles of the Continent. Some may 
point the finger of suspicion and say in 
all this she is simply working out her 
own selfish plans for commercial suprem- 
acy. But even if this be true, when we 
consider the serious condition of world 
affairs, which still exists despite her 
strenuous efforts to protect the wrecks of 
European statehood from further de- 
moralization, we must admit that her 
stabilizing influence justifies any reason- 
able concessions she may anticipate re- 
ceiving. The important fact is that, 
despite her troubles in Ireland, India and 


at home, she has continued to carry on 


during a period when in our absence her 
leadership alone could have averted in- 
ternational despair. 

France, recuperating slowly from a 
blow which pierced her very vitals, suf- 
fering from the shock of ruin and 
desolation caused by the invasion of a 
destructive foe, is impressed with the 
necessity for hastening the collection of 
reparation payments. She is prompted 
in these demands not solely because of 
her strained financial position, but also 
the necessity for rebuilding her demol- 
ished factories as rapidly as possible. It 
would be unreasonable to expect her to 
assent to Germany’s reconstructing her 
world trade at the expense of French 
industry, disorganized because of prop- 
erties and plants deliberately destroyed 
during the war. 
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There is a certain strength in France’s 
position which must not be ignored. It 
requires but little imagination to picture 
what would have been the fate of France 
and England had the German drive on 
Amiens in the spring of 1918 been suc- 
cessful and had the Germans won the 
war before America was able to render 
real assistance. Not alone would penal- 
ties severe and onerous have been im- 
posed, but in every city of importance 
military and civil authorities would be 
enforcing the collection of assessments 
in imperialistic fashion. There can be 
but little doubt that Germany’s attitude 
would have been more harsh and uncom- 
promising than that of France; but even 
so, the allied nations, if they would main- 
tain the civilization for which they 
fought, must throw aside unnecessary 
prejudice and reach an agreement as to 
modifying reparation payments which 
will fairly care for the needs of France 
and at the same time not utterly de- 
moralize the industrial life of Germany. 
Hope is essential to civic progress, and 
enforcing penalties too severe may bring 
disaster instead of compensation. 

During the past few weeks there are 
indications that public sentiment in 
France has been undergoing a decided 
change, and if the suggested November 
conference be held we may expect results 
of great importance to the world, pro- 
vided the nations there represented will 
realize that their own problems can best 
find solution through their energetically 
and unselfishly devoting themselves to a 
stabilization of the whole situation rather 
' than to the adjustment of some question 
in which they may be particularly in- 
terested. 


The Policy of Aloofness 


Has not the time arrived for the 
United States to cast aside her policy of 
aloofness and throw herself whole- 
heartedly into the situation, that a cure 
for social disorder and financial demor- 
alization may be speedily devised? We 
may picture for ourselves all the pros- 
perity which is in our grasp today, so 
far as our internal situation is concerned, 
but we must realize there can be no per- 
manency in it unless a sound foundation 
can be laid upon which the structure of 
future international commercial relations 
may be safely built. 

With the abundant supply of Canadian 
and. American wheat we already find 
European stagnation reflecting itself in 
the price of this commodity, upon which 
the purchasing power of so many farm- 
ers is directly dependent. Selfishly, 
therefore, from the standpoint of the 
farmer, who needs world markets for his 
excess agricultural products to maintain 
prices at home which will fairly com- 
pensate him for his labor; from the 
standpoint of the laboring man whose 
wages are dependent upon the activity of 
industry, stimulated by the foreign de- 
mand for our excess production alike 
from those classes who are directly in- 
terested in foreign trade and those whose 
incomes are but indirectly affected there- 
by, there must come a realization of the 
need for our becoming aggressively ac- 
tive rather than passively submissive in 


our attitude toward Old World condi- 
tions, 

Transcending merely selfish motives 
there comes the distinct call for us to use 
our abundant resources, the strength of 
our isolated position, which gives us a 
viewpoint untinged by century old enmi- 
ties or alliances, and our inherent ability 
to lead and inspire, to the end that suf- 
fering may be relieved, the wounds of 
war healed, and hope substituted for 
despair in human endeavor. 

It may be that Europe is not yet ready 
to have us participate or to accept the 
conditions which necessarily we must lay 
down as a basis for our cooperation, but 
even so, this does not relieve us of the 
obligation to offer to assist and so soon 
as possible to outline as we see them, 
the essentials to an ultimate solution of 
the situation. 


Limiting Armaments 
The work of limiting armaments, well 


begun at Washington, must be carried ~ 


further and land forces so reduced as to 
discourage the war spirit. If any im- 
portant nation continuously encourages 
the development of the machinery of 
war the world cannot with confidence 
plan for a long era of peace. France 
must balance her budget, and this is im- 
possible so long as she finds it necessary 
to maintain her armies at their present 
strength, increasing the cost of govern- 
ment and decreasing the productivity of 
her man power. She must realize the 
unlikelihood of military aggression on 
the part of Germany and that her com- 
mercial recuperation at an early date 
necessitates her reducing her armed 
forces as speedily as possible, consistent 
with a policy of stabilizing conditions in 
Europe, with due regard to the menac- 
ing attitude of the Turk and the large 
standing army of Russia. 

If dismembered Austria is to be pro- 
tected from the exploitation of those 
wishing to develop Bolshevism she must 
be so linked up with some of those coun- 
tries of large agricultural productive 
capacity as to insure her economic 
stability. 

The whole situation is rapidly develop- 
ing into one of dollars.and cents, and 
the United States, as well as the other 
participants, must be prepared to read- 
just reparations and inter-allied debts 
upon a basis which fully recognizes the 
rights of the creditor and will relieve 
the immediate burden of the debtor coun- 
tries to such a degree as will enable them 
ultimately te discharge their obligations. 

Some debts must be extended for long 
periods, others cancelled or curtailed, but 
in any adjustment consideration must be 
given to the advantages accruing to some 
of the Allies through the provisions of 
the Versailles treaty. England, in dis- 
cussing her indebtedness, should not over- 
look the some four hundred thousand 
square miles of new territory she gained 
through the war, and it must also be re- 
membered that America settled upon a 
basis of receiving nothing except the 
ultimate repayment of moneys advanced. 

Complicated as the situation appears, 
it should be possible, through making a 
fair analysis of assets and liabilities to 


prepare a readjusted balance sheet which 
will prove acceptable and furnish a 
proper starting point for the reawaken- 
ing of international trade, the placing of 
the currencies of the world upon a gold 
basis, and above all the elimination of a 
large part of the unrest and unhappiness 
now threatening to demoralize the whole 
social structure. 

For four years we have with caution 
assumed the role of indifference. Of our 
own volition we have permitted events 
to take their course uninfluenced or un- 
hampered by our suggestions or activities. 
It may have been wise to give Europe 
ample opportunity to work out her own 
salvation in her own way; it may have 
been best to pursue, as we did in the 
matter of entering the war, a policy of 
watchful waiting, but the time for de- 
ferring action is past, and, in my judg- 
ment, we must now either make up our 
minds to cooperate cheerfully and ener- 
getically, giving the best that is in us, 
or else reap all the satisfaction we can 
from falsely persuading ourselves that, 
in staying at home and looking solely 
after our internal interests, we are fully 
discharging our obligations to civilization 
and the world. 

I do not believe the spirit of the Amer- 
ican people is properly reflected in a 
policy of isolation. I do not believe that 
selfishness is the true motto of this 
country. I do not believe there is any- 
thing in the history or ideals of our 
people which can justify our failure to 
help in a situation where our counsel 
and assistance are so essential to the 
restoration of world order. 


To Duty—We Have Never Yet Failed 
to Respond 


As a nation we are giving and for- 
giving, far-seeing and courageous. Im- 
pressed with the blessings which come 
through the enjoyment of true liberty, 
we have ever been responsive to any 
movement which insures freedom for 
other people. Though often deliberate in 
action, we have never failed to respond 
and render the maximum of service when 
once convinced of our duty. Such an 
opportunity is the present emergency. 

If “America would be true to the best 
of her traditions; if she would make 
proper use of the unlimited resources 
which God has placed in her trust; if she 
would measure up to. her obligations in 
a way to justify the energy and the lives 
which have been spent in her upbuilding, 
then will she no longer put off the day 
of cooperation, but, standing side by side 
with her allies, give freely of her counsel, 
her inspiration and her power of leader- 
ship to enable the world to remove the 
debris of war, and upon the foundation 
of international amity and good will erect 
a structure of Christian civilization which 
will stand impregnable against the forces 
of corruption and selfish aggression. 
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Executive Council and Administrative Committee 


convention of this Association, your 


INCE the adjournment of the last 
S Administrative Committee has held 


meetings in Los Angeles, Washing- © 


ton, White Sulphur Springs, Montreal 
and New York. 

It confirmed the President’s appoint- 
ments to the four commissions, commit- 
tees, territorial vice-presidents and the 
members of the Executive Council at 
large; 

Approved the salaries and appropria- 
tions recommended by the Finance Com- 
mittee ; 

Accepted the invitation of the New 
York Clearing House to hold the next 
convention in the City of New York; 

Disposed of routine business in con- 
nection with the Protective Department, 
interest on bank balances, Digest of Legal 
Opinions, and the investment of tem- 
porarily idle funds; 

Authorized the President . to — invite 
executives of various national business 
organizations to meet in conference with 
the officers of this Association; 

Appointed a committee to draw a reso- 
lution regarding the deduction of foreign 
balances in figuring reserves, for presen- 
tation to the Federal Reserve Board and 
the Chairman of the Senate and House 
Finance Committees ; 

Approved the report of the Special 
Committee concerning A. B. A. Travelers 
Cheques ; 

Referred to the State Bank Division 
for conference with the National Bank 
Division the resolution of the latter re- 
_ lating to branch banks; 

Voted the General Counsel and Assis- 
tant Counsel an honorarium of 10 per 
cent. of the net profits of the Digest 
of Legal Opinions; 

Adopted new rules of the Protective 
Committee ; 

Automatically assigned to the National 
Bank Division Edge Law Corporations 
which are members of this Association ; 

Referred the bill regarding free ports 
to the Commerce and Marine Commis- 
sion and the Committee on Federal Leg- 
islation for necessary action to bring 
about its enactment; 

And adopted a resolution expressing 
the desirability of making immediately 
effective the machinery for closer con- 
tact between this Association and gov- 
ernmental agencies. 

By referendum vote taken in January, 
the Administrative Committee unani- 
mously approved the compromise made 
by the Special Committee on Postal Sav- 
ings in regard to the proposed postal 
savings legislation. The Special Pro- 
tective Committee appointed to meet with 
the representatives of the Pinkerton Na- 
tional Detective Agency to ascertain the 
character of its service and investigate 
the charges made by it, reported that the 
charges against the efficiency of our pro- 
tective service were not substantiated 
and recommended that no change in 
agency be made. 

The plan for bi-weekly conferences of 
the headquarters’ staff as submitted by 
the Executive Manager was approved. 


The proposed amendment to the Fed- 
eral Reserve Act permitting national 
banks to make loans upon real estate 
upon the same conditions as state bank 
members of the Federal Reserve System 
was approved. 

The principle involved in Senate Bill 
3531 relating to the membership of state 
banks in the Federal Reserve System as 
presented by letter from Senator Mc- 
Lean, Chairman of the Banking and Cur- 
rency Committee of the Senate, was ap- 
proved, contingent upon its meeting with 
the wishes of the Federal Reserve Board. 

A resolution was passed protesting 


against governmental interference with 


private business and requesting the Trea- 
sury and Post Office Departments to dis- 
continue paid advertisements and similar 
publicity likely to result in the transfer 
of accumulated savings from conserva- 
tive banking institutions to the govern- 
ment. 

At its summer meeting the Administra- 
tive Committee handled various routine 
business relating to the Association; 

Confirmed the sale of 6,053 copies of 
the Digest of Legal Opinions to Thomas 
B. Paton; 

It referred certain activities of the 
Treasury Department in connection with 
the sale of Treasury Savings Certificates 
to the Trust Company and Savings Bank 
Divisions; 

Confirmed the appointment by the 
president of the Special Committee of 
the Economic Policy Commission to be 
known as the Banking and Currency 
Committee ; 

Appointed a committee to outline plans 
for a suitable celebration of the fiftieth 
anniversary of this Association in 1925; 

Appointed a Committee on Canadian 
Relations to confer with a similar com- 
mittee of the Canadian Bankers Associa- 
tion ; 

Confirmed the appointment of the sec- 
retary and assistant secretary of the 
Commerce and Marine Commission ; 

Confirmed the appointment of delegates 
to the Brazilian International Centennial 
Exposition ; 

Confirmed the appointment of the 
Committee on Agricultural Credits; 

Designated Deputy Manager Edgar E. 


Mountjoy to act as assistant secretary of - 


the Committee on Federal Legislation; 

Appoihted a committee to consider the 
advisability of consolidating the Associa- 
tion library with other financial libraries 
to form a central financial library in the 
downtown district of New York; 

Authorized the preparation and publi- 
cation, under the direction of the Eco- 
nomic Policy Commission, of a booklet 
setting out the fundamental principles of 
money and banking; 

Directed that interest earned on securi- 
ties, set aside to cover reserve funds, be 
credited to their respective funds; 

And approved the report of the Finance 
Committee recommending appropriations 
ee the fiscal year ending August 31, 


Executive Council 


The report of the Administrative Com- 
mittee, an outline, much of which has 
just been given, was received by the 
Executive Council. 

The Council at its Spring Meeting ap- 
proved the report of the Finance Com- 
mittee for additional appropriations and 
filled a vacancy on the Committee on 
Membership. 

Pursuant to the recommendation con- 
tained in the address of the President, a 
committee of twenty-five, representing 
all classes of banking institutions in all 
sections of the United States, was ap- 
pointed to consider the question of re- 
moving the headquarters of the Ameri- 
can Bankers Association from New York 
to Washington and instructed to report at 
a future meeting of the Council. 

On recommendation of the Administra- 
tive Committee, the By-Laws of the 
Association were amended and the maxi- 
$50. dues to Canadian banks fixed at 

The Council also amended the By- 
Laws increasing the membership of the 
Agricultural Commission from seven to 
twelve; approved the recommendation of 
the Special Committee on Taxation in 
regard to the principle underlying Sec- 
tion 5219, U. S. Revised Statutes ; recom- 
mended the amendment to Article IX, 
Section 1, of the Constitution as pre- 
sented by the Administrative Committee ; 
and disapproved the proposed amend- 
ment to Article X of the Constitution. 


Ambassador Herrick 


At this point President McAdams in- 
troduced Myron T. Herrick, Ambassador 
to France, and who is a former President 
of the Association. 

AMBASSADOR Myron T. Herricxk: 
After many years I assure you it is a 
privilege to stand for a moment before 
you, if for no other purpose than to say 
“Good morning” and to greet you and to 
express my friendship and to say “Good- 


I shall carry to my post the picture 
of this splendid audience this morning, for 
I assure you, my friends, that you are 
not in the least conscious yourselves how 
these years of turmoil and trouble result- 
ing from the war have finally resulted in 
giving not only to your own country, but 
to the people abroad, the confidence in the 
business men, the economists and the 
bankers of the world. 

For I believe firmly that the problem 
which we have tried to solve which 
seemed in the crisis, in the intense mo- 
ment in the war, beyond the solution of 
human brain, that that solution now has 
come to you. We have spoken of yester- 
day. We have quarreled over the past. 
We know .the mistakes of our own coun- 
try only too well in these years. We 
are not out of this, Mr. President, be- 
cause we did not know; it is because we 
fumbled in these years. 
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But it is tomorrow of which we speak 
and I return to my post with all that is 
ahead, with a feeling that back here the 
problem now reaches the banker and busi- 
ness man of the reorganization of this 
broken world, for we cannot build ideals 
upon anything but a firm financial and 
commercial foundation. 

It is going to be solved in the next 
year. I am not one of those without 
hope, and it is going to be solved by the 
level-headed, steady business man and 
banker of these different countries, who 
meet calmly, without political prejudice, 
to consider as you consider on your bank 
boards, the hard, practical questions of 
the day. That is where the settlement 
is going to come, in my opinion, and the 
world turns to you instinctively now. 

I did not come before you to make a 
speech, but I came simply to say this: 
My associates and friends, the people 
who are not emotional are the people 
who have expressed themselves once in 
a crisis in this country when all our 
country seemed set on fire, swayed by 


political parties. It was the bankers who 
came together and forgot everything ex- 
cept the economic question and saved our 
country from financial disaster and ruin. 

So when we meet these problems of to- 
morrow, I am sure that when you make 
your own decisions, when you decide how 
this reconstruction will take place (and 
your President has well said that it can- 
not take place; the balance cannot be re- 
dressed without America and America 
does not wish it to be done without her) 
when that time comes, I am sure that the 
one great practical problem will always 
be recognized by you outside of political 
party, national interest for the adjust- 
ment which is necessary for the world to 
go forward. 

We are like a great express train on a 
railway, ready to move and carry the ex- 
press, the freight of the world, but there 
are three or four bridges out and they 
have got to be put in and America has 
got to help to do it. America is willing 
and is now making the plan and making 
the way. 


I beg your pardon for saying so much, 
but when your President so kindly asked 
me to come here for a moment and face 
my old associates and friends I could not 
resist, but I go back, as I said in the be- 
ginning, with the feeling that assembled 
in this room this morning is the ability, 
the patriotism and the desire to make a 
plan together with other strong men who 
are outside of: the political influence, to 
make a strong reorganization plan that 
will carry us out of the difficulty and en- 
able us, after the loss of the millions of 
men, enable the world to reap the fruits 
of that victory which we shall very soon 
lose unless this is done. 

It will be done, Mr. President, and 
I have high hope in the future. We are 
realizing now that this is the only way 
that it can be accomplished. 

I thank you very much, Mr. President, 
and I bid you a very affectionate good-by. 
I ask you all to come over (I see a great 
many of you over there) and spend a 
week-end with me. 


Outlines of Gommittee and Sectional Activities 


HE Convention next listened to 
-f| brief reports on the progress of the 

work of various committees and de- 
partments of the Association: 


Committee on State Taxation 


By Tuomas B. Paton, 
General Counsel American Bankers Association 


In the absence of Ernest J. Perry, 
Chairman of the Committee on State 
Taxation, I will not endeavor to read 
this report, but will give a brief summary. 

The report relates to the state taxation 
of national banks. The national law 
which permits the states to tax national 
banks is contained in Section 5219 of the 
Revised Statutes, which has been the law 
for over fifty years, and that limits the 
states in the taxation of national banks 
to the taxation of the shares at no greater 
rate than upon other moneyed property 
in the hands of individual citizens. 

That is a limit really on the taxation 
of all banks, not only national banks, 
because no state will tax state banks. at a 
higher rate than they tax national banks. 

After fifty years of existence, a few 
of the states which had adopted classified 
_systems of taxation, endeavored to tax 
' certain classes of other moneyed capital, 
known as intangible, at a lower rate than 
they taxed national bank shares, and the 
Supreme Court of the United States held 
that that lower rate of taxation was not 
permitted but was a discrimination against 
national banks. 

_As a result of that, the tax commis- 
sioners of some nineteen states in which 
they had these classification systems, 
went before Congress and endeavored to 
have Section 5219 amended so that in- 
stead of the protection to national banks 
being as at present, the states should be 


permitted to tax national banks at the 
same rate that they taxed state banks. 
The effect of that would have been to 
put all banks in a class by themselves 
for the purpose of taxation, and to en- 
able the states to tax all banks as high 
as they pleased without any protection 
against over-taxation. 

The Committee on State Taxation and 
a special Committee on Taxation, of 
which Mr. Sands is chairman, and the 
Committee on Federal Legislation all co- 
perated to oppose that legislation. We 
did oppose it before the House Committee 
and urged the retention of Section 5219 
as it stands now with the exception that 
if it were necessary to extend the prin- 
ciple of that section to income taxation 
in any state, we would agree to that. 

This report will show that after a 
long fight before the House Committee 
on Banking and Currency, they sustained 
the contention of the bankers and re- 
ported a bill which would amend Section 
5219 by retaining the principle that the 
taxation should not be at a greater rate 
than other moneyed capital in the hands 
of individual citizens and extending that 
principle to income taxation. 

That bill went to the Senate and Sen- 
ator Kellogg of Minnesota introduced a 
bill in the Senate on behalf of the tax 
commissioners which was virtually the 
same proposition as they had advocated 
in the House, and there the matter still 
remains. ; 

The outlook is that we will be enabled 
to maintain the principle of Section 5219. 
That is about what is covered in this 
report. 


Committee on State 
Legislation 


7 By Craig B. HazLEwoop 
Vice-President Union Trust Co., of Chicago 


Only eleven states have held regular 
sessions this year. Six measures recom- 
mended by the American Bankers Asso- 
ciation have been passed. Your Commit- 
tee on State Legislation has had two 
meetings, one at White Sulphur and the 
other one here, and recommends to you 
the following legislation: 

First, a bill to permit time limit on 
stock payments of ninety days, unless 
reffewed. That was passed in Oregon in 
1921 and is recommended by the General 


Counsel, approved by the Executive 
Council. 
Second, payment of checks. We rec- 


ommend a bill, a draft of which is to 
be made by the General Counsel, giving 
a bank the option to refuse payment of 
a check presented one year after date. 

The third recommendation is as to the 
legal effect of check certification and was 
brought about by the decision in Illinois 
of the National City v. the National Bank 
of the Republic. This is an amendment 
of the Negotiable Instruments Act, to 
be drafted by the General Counsel to 
safeguard banks from risk of loss in the 
certification of altered checks, with some 
such certification stamp as “Certified un- 
less altered since issued by the maker.” 

Fourth, protection of innocent pur- 
chasers of checks given for money lost 
in gambling. This is an amendment of 
the Negotiable Instruments Act, recom- 
mended to be drafted by the General 
Counsel to protect innocent purchasers 
eel defense of maker, that check is 
void. 
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We now have been able to effect some 
progress in the matter of a uniform fidu- 
ciaries act, and we recommend the enact- 
ment of state legislation with the purpose 
to relieve banks and other persons from 
burden of inquiry on taking paper drawn 
or indorsed in fiduciary capacity, as with 
the good faith of the fiduciary. The com- 
mon illustration of that is that when 
your bank is presented with a check 
signed by the officer of a corporation and 
payable to that same officer, you are now 
bound to inquire regarding the propriety 
of that payment, whereas it is suggested 
that the banks should be under no such 
necessity and not bound to inquire as to 
the origin or cause of that payment. 

Adverse claim to deposit. We recom- 
mend legislation similar to that passed in 
Mississippi this year, to protect banks in 
case of notice of adverse claims of deposit 
which need not be recognized unless 
backed up by restraining court order or 
surety bond. 

We have devoted considerable time this 
year also to the consideration of the laws 
and regulations regarding building and 
loan associations; and we have conducted 
"a referendum to see if in the various 
states there is need of some additional 
regulation so that the business of those 
building and loan associations may be 
conducted in a proper manner and under 
terms of fair competition with banks. 

The gist of the recommendations that 
have been put forth by the members of 
our committee may be put down here in 
just seven headings. In short, they are: 

First—Forbid employment of promo- 
ters and professional organizers in rela- 
tion to building and loan associations. 

Second—Restrict the granting of char- 
ters in the same manner as now exists for 
banks. 

Third—Where demand deposits are ac- 
cepted from the general public, similar 
researches should be required as are 
accepted of banks. 

Fourth—Draw sharp distinction be- 
tween a true building and loan asso- 
ciation and one using methods of an 
ordinary savings bank. The latter is not 
entitled to tax exemption, Federal or 
state, and should be forbidden to adver- 
tise accordingly. 

Fifth—Restrict loans on real estate to 
a radius of fifty miles. 

Sixth—Insure equally effective super- 
vision as is now exercised over banks. 
Give the department officer in charge 
broad discretionary powers to regulate 
and control associations under penalty 
of revocation of charter. 

Seventh—False and misleading adver- 
tisements in regard to demand accounts 
and high rates of interest should be for- 
bidden by law. 

We recommend that this question of 
the consideration of the regulation of the 
building and loan associations be left to 
the State Legislative Committee, together 
with such other associations and divisions 
in the big associations as may be inter- 
ested, for further consideration and 
further report. 
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Committee on Federal 
Legislation 


By A. E. Apams 
President First National Bank, Youngstown, O. 


The activities of the Committee on 
Federal Legislation have been many and 
varied. The United States has been suf- 
fering a very serious case of undigested 
prosperity. And political and financial 
doctors, both amateur and professional, 
have been offering nostrums and tonics 
and metaphysics in great volume. 

We are passing today in the United 
States more laws than are being passed 
by England, France, Germany and Italy 
combined. 

In this session alone there have been 
over 15,000 bills introduced. The report 
of your Legislative Committee is in print. 
It is a very voluminous one. It would 
be impossible for me in the time allotted 
to even mention the outstanding features 
of that report. I am going to ask leave 
to file it without reading, and I am going 
to take the two minutes still left to me 
to make public acknowledgment of the 
debt of the Association to its Legislative 
Council, and to many of the legislators 
with whom we have had to deal in 
Washington. 

The work which has been done by the 
Legislative Department of the Associa- 
tion would have been utterly impossible 
but for the splendid cooperation of the 
members of the Legislative Council, who 
from coast to coast have responded when- 
ever called upon loyally, promptly and 
willingly and have helped prepare the 
ground in Washington so that the work 
of the committee has been lightened. 

In addition to that splendid coopera- 
tion we have received the most pleasant 
and sympathetic hearing and considera- 
tion from the legislators themselves. It 
has been mentioned from this platform 
this morning that bankers sometimes feel 
that anything they advocate is going to be 
opposed by the political forces of the 
time. 

We have had no such _ experience. 
Washington has listened, Washington 
has welcomed, and Washington has given 
us a fair hearing in every case, and I 
wish to make here and now public ac- 
knowledgment of that fact. 

Another acknowledgment which I wish 
to make is with respect to the work of 
your own Legislative Department. You 
are an exceedingly fortunate body, 
gentlemen, in the character of this organ- 
ization. This report which I have asked 
leave to file is a splendid report. I say 
that without any fear of showing bad 
taste. It was written by your General 
Counsel, Judge Paton, and the Associa- 
tion is to be congratulated upon being 
able to command the services of a man 
who is so well fitted as he is. 

Your Legislative Committee, gentle- 
men, has been criticized a little bit during 
this season for what some people have 
called an uncompromising attitude. For 
whatever extent the attitude of this com- 
mittee has been uncompromising, the 
committee itself has no apology to make. 
It has not been uncompromising in mat- 
ters that did not involve principles, but it 
has taken the stand from the beginning 
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that the American Bankers Association 
could not depart, even by implication from 
sound principles in the matters for which 
it stood. 

It has acted upon that idea and it has 
stood four-square from the beginning of 
its work until this moment and will so 
long as it continues to exist, for legisla- 
tion that is sound in principle. 


American Institute of 
Banking 


By Ropert B. Locke 
President of the Institute 


The Institute welcomes an opportunity 
once a year to have five minutes in which 
to tell you all about it. This year we 
will divide this report into about three 
one minute sections, one concerning fig- 
ures, one an appeal and third a declara- 
tion of principle. 

A year ago we reported to you a mem- 
bership of 44,903. This year we report 
to you a membership of 50,692, an addi- 
tion of 5,789 members. 

We also report to you that there are at’ 
present approximately 22,000 bank men 
in this country pursuing our educational 
work. We also report that during the 
year we have added twenty-two new city 
chapters, making a total of 111 chapters 
now in operation. We also report that 
during the year we have issued 636 stan- 
dard graduation certificates, making the 
total number of Institute graduates at 
present 4,391, 

We have also issued this year to the 
younger men 2,657 elementary banking 
certificates, making total outstanding ele- 
mentary banking certificates 4,867. 

The appeal: From my observation it 
is my firm conviction that the greatest 
problem the Institute has at the present 
time is that of securing men of sufficient 
ability to administer its affairs. It is no 
boy’s job to run an organization of 50,- 
000 members divided into 111 cities spread 
all over this country. There is too much 
tendency in some quarters for bank offi- 
cers, especially senior officers, to dis- 
courage their better men from taking an 
active part in the Institute. 

We want your best men. It is only 
natural that the Institute in casting about 
for men to hold its offices, both national 
and local, that they should want your 
best men and none other, and it is also 
natural that your best men are the men 
you can least spare, but the Institute is 
something more than the individual. We 
do not care how much sacrifice it takes 
upon your part to give these men to us, 
we must have them because the Institute 
is doing more for you than it is for any 
individual. 

Now the declaration of principle: That 
is best given in the closing words of 
our resolution as adopted at Portland, 
Oregon, in July of this year: 

“Whereas in a democracy such as ours, 
where the people control the power of rule, 
where public opinion dominates and where if 
public opinion be based upon fallacious and 
unsound conceptions of economic principles, 
disaster surely follows, and where the blessings 
of a democracy will flow only in so far as its 


government represents the rule of the intelli- 
gent and cultured people, 
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“Be It Resolved, that we as citizens take 
the position that there is a definite and vital 
need of appreciation on the part of our citizen- 
cae of the immutable fact that economic laws 
will in the end have their effect, that the 
adoption of punitive or arbitrary methods will 
in reality retard development and contribute 
to waste. That we as citizens are opposed to 
class group interest or sectional demands. Fur- 
thermore, that the world is an economic unity, 
that we stand four-square for economic states- 
manship and pledge ourselves individually to 
cooperate to bring about a broad comprehension 
on the part of the people that neither this 
country nor any other can be safe in the 
hands of democracies unless the great majority 
of its citizenship is capable of giving intelligent 
consideration to economic problems. 

“The whole scheme of progress is based upon 
the development of the individual and_ the 
yeton of its powers to the task of living 
a life. 

“Be It Resolved, therefore, that as an or- 
ganization we stand for the broadest possible 
study of economics in our classes, for straight 
thinking in the public forum, for the full 
appreciation of Ruskin’s view—that the wealth 
of a country is not to be measured by the 
material possessions but by the powers and 
qualities of its inhabitants.” 


State Secretaries Section 


By ANDREW SMITH A 
Secretary Indiana Bankers Association 


A very noteworthy achievement this 
past year for which the Secretaries Sec- 
tion is largely responsible was the pas- 
sage of an amendment to the revenue 
law permitting banks to make deduction 
from net income of taxes paid for share- 
holders. Our Section has made a very 
earnest effort again this year to induce 
the Treasury Department to provide a 
simplified income tax return for banks. 
Thus far, however, we have not been suc- 
cessful, but hope in the near future to 
announce that a desirable simplified in- 
come tax return for specific use of banks 
has been adopted by the Treasury De- 
partment. 

Very close cooperation has been given 
the American Bankers Association Edu- 
cational Committee by the Secretaries 
Section, and through our respective asso- 
ciations very definite constructive plans 
are being laid for the furtherance of this 
important movement. Our State Secre- 
taries have given valuable assistance in 
regard to Federal legislation affecting 
banks, particularly in helping defeat an 
amendment to Section 5219 of the Na- 
tional Bank Act regarding taxation. 

Our Committee on Insurance is striving 
to hold bank insurance rates down to a 
just and fair basis. We have requested 
the American Bankers Association In- 
surance Committee to report the findings 
of their investigation to the Executive 
Council regarding the question of rates. 
This information in turn is to be given 
to the State Secretaries. 

The State Associations are cooperating 
with the Protective Department of the 
American Bankers Association enthusi- 
astically and are happy when they can 
serve the American Bankers Association 
in any way. 


PRESIDENT McAnAms: Permit me to 
take this opportunity to testify to the 
wonderful effectiveness of the coopera- 
tion which has been rendered the Amer- 
ican Bankers Association by the various 
State associations through their presidents 
and secretaries. I believe that we may 
fairly say that during the past year we 

ave seen more evidences of close co- 
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operation and more practical results from 
this Association than has ever been true 
in the past. The growth of the power 
of American banking lies not solely in 
our Association, but also in developing 
the closest possible working relationship 
with our state organization. 


Clearing House Section 
By JAMES RINGOLD 


Vice-President United States National Bank, 
Denver 


The Clearing House Section has just 
closed the sixteenth year of service to its 
members, the most successful in its his- 
tory. Following the principle laid down 
by the officers, the Section has since its 
inception endeavored to be of service to 
the banks of the country by promoting 
the clearing house idea; in this it has met 
with unusual success. 

At. the Los Angeles convention last 
year 274 clearing house associations held 
membership in the Section. Since that 
time 36 new associations have been or- 
ganized—33 active and three inactive— 
increasing our membership to 310, the 
largest in the history of the Section. 

In addition to furthering the clearing 
house idea, special efforts have been made 
to interest as many cities as possible in 
the clearing house examiner system, 
which has been operating so successfully 
in many of our larger cities. President 
Crane, in his annual report at Los An- 
geles last year, stated that twenty-three 
cities had such a system of examination 
in operation. During the year we have 
increased that number to thirty-one, a 
gain of eight. The Portland, Ore., Clear- 
ing House Association, after a lapse of 
five years, has reinstalled the examiner 
system. This, I believe, is the best 
recommendation to those cities that are 
without it and who are contemplating 
installing it during the coming year. 

As a step toward the examiner system, 
we also have been advocating to the 
associations throughout the country the 
Bureau of Credits idea. It has taken 
hold in many cities and operating most 
successfully, and has proved a most valu- 
able aid to the members. 

Our Numerical Committee, which has 
rendered such valuable service in the 
past in promulgating the use of the nu- 
merical system, is now working out a 
plan which will provide for a uniform 
method of designating branch banks by a 
numerical number in cities where banking 
institutions have one or more branches. 

At present we are cooperating with the 
Federal Reserve Board to the end that a 
uniform amount for the no-protest sym- 
bol may be adopted and we are hoping 
that they may be in favor of the $20 
minimum. 

I wonder if you all realize what the 
year’s accomplishments of the Section 
mean to better banking. We, the officers, 
feel gratified over the number of new 
clearing houses organized as well as the 
number of cities adopting the examiner 
system and are looking forward to the 
coming year, believing the Section will 
be able to render as great if not greater 
service to its members. 
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Trust Company Division 
By J. A. House 


President Guardian Savings and Trust Co., 
Cleveland 


The work of our Division this last year 
has followed along pretty much the same 
lines as those in previous years. We have 
extended the scope of our work and the 
service to our members very materially, 
however. Legislation, both national and 
state, continues to occupy the attention of 
our committees. We have one known as 
the Committee on Standard Federal Legis- 
lation. We also have a committee known 
as the Committee on Cooperation with 
the Bar, and this subject is becoming in- 
creasingly more important as trust com- 
panies realize that they must have the 
friendly cooperation of the lawyers in 
their business, and we believe in coopera- 
tion rather than in fighting them. 

This is increasingly important because 
of the fact that so many state and national 
banks are now taking on trust power, so 
that it behooves all of those who do a 
trust business, whether they are trust 
companies, state banks or national banks, 
that they cultivate the friendly coopera- 
tion of the members of the bar. 

One of the activities to which I want 
to call your attention, that the trust com- 
panies have been engaged in the last two 
years, is through the Committee on Pub- 
licity. We have been conducting a na- 
tional advertising campaign. The mem- 
bers of our Division have paid in in 
the last two years something over $115,000, 
which has been expended in national ad- 
vertising, using the national magazines. 
We have received very satisfactory re- 
sults from that activity. There have come 
in to the New York offices over 10,000 in- 
quiries from that publicity alone, and that 
does not take into account at all the in- 
quiries that have come in to the local 
companies throughout the country. 

The resources of the Trust Company 
Division are something over twelve bil- 
lion dollars. We haven’t the latest fig- 
ures for this last year—we expect them 
later in the day. There are 2,643 active 
and associate members in our Division. 
When we say our resources are twelve 
billion dollars, we do not take into ac- 
count the resources of our Trust De- 
partments. They would be many, many 
times this figure without question if those 
figures were available. The work of our 
Division is going along very quietly, 
smoothly and very efficiently. 


Savings Bank Division 
By Raymonp R. FRAZIER 


President Washington Mutual Savings Bank, 
Seattle 


The Savings Banks Division realizes 
that its chief duty is to its great privi- 
lege, namely, that of devising and pro- 
mulgating approved methods of popu- 
larizing the savings habit among all 
classes and all agents. We set out this 
year to find a basis for a little more: 
joy in thrift work. For many years 
long-faced teachers and preachers have 
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been telling us that only 100 out of every 
1,000 of Americans have savings ac- 
counts. We have known that this was 
wrong, and because we believed in the 
efficacy and in the value by way of in- 


spiration of reliable statistics, we set out, 


to find out what the facts were, and we 
are reporting for the first time that 
instead of there only being about 100 out 
of every 1,000 of our people with savings 
accounts, as a matter of fact when you 
consider the national and state banks 
and trust companies, we have 250 out of 
every 1,000 Americans with savings ac- 
counts, and it is said that the savings 
deposits aggregate only about $7,000,000,- 
000, but they actually aggregate some- 
thing like $14,000,000,000, which is 40 
per cent. of all the deposits in all the 
30,000 banks of America. 

The full report of the activities of the 
Savings Banks Division has been com- 
piled and will be printed. I will there- 
fore file the report and ask you to read 
it if you are interested in the work. 


National Bank Division 


By Joun G. LonsDALE 


President National Bank of Commerce, St. 
Louis 


There are 8,197 national banks in this 
country with combined resources totaling 
more than $20,700,000,000. This total is 
constantly on the increase even amid 
varying economic conditions, indicating 
the steady and healthy growth of the 
members constituting the National Bank 
Division of this Association. 

There. are 1,595 national banks with 
trust departments, and 5,785 national 
banks with savings departments, repre- 
senting 8,875,088 depositors and total sav- 
ings of $3,046,647,000. Attention to the 
interests of member banks, including spe- 
cialized service pertaining to these new 
departments, and the increasing popularity 
of the Washington office as the bankers’ 
point of contact at the national capital, 
are responsible for an ever-expanding 
program in the division. 

The extension of national bank char- 
ters over a period of ninety-nine years 
instead of twenty years has been one of 
the prominent features of an exceedingly 
active twelve-month in legislative affairs. 

In keeping with the principles of this 
big Association, the national banker as 
an individual has tried to lend himself 
to the solution of problems affecting the 
community and the nation. In tribute 
to the banking fraternity as a whole, let 
it be said that this participation has been 
with credit. 

As far as divisional policies are con- 
cerned, considerable attention has been 
given to securing equal privileges for 
national banks. We are fully apprecia- 
tive of the wide importance of this sub- 
ject. The National Bank Division be- 
lieves that an epochal point was reached 
when the administration of the American 
Bankers Association, acceding to the de- 
mands of members and the press, placed 
for consideration the year’s most perti- 
nent banking questions before. this, the 
banking parliament of the nation. It is 
no jeopardy to a cause to have it frankly 
discussed among fair-minded men. To 
meet fairly and squarely the real issues 


in banking life, rather than editing them 
out of our sessions, is a praiseworthy de- 
parture. 

In striving for business justice, the 
National Bank Division creates no prece- 
dent. It is the custom of freedom-loving 
people to seek impartiality. No matter 
how divergent the immediate interests 
of various classes of banking might ap- 
pear, the nation’s financial practices, in 
soundness, are one, and this association 
should always be supreme as representing 
the combined progress of American 
banks. It is at once apparent that the 
American Bankers Association must 
proudly husband such a privilege and 
warrant this affluence of authority in the 
future as in the past by courageously and 
fearlessly meeting the paramount bank- 
ing issues. 

We are just finishing one of the most 
eventful and interesting years in bank- 
ing history; a period during which the 
banker, perhaps of necessity, has gotten 
closer to the actual trend of affairs than 
ever before. 

The fact that today we stand upon the 
threshold of what is generally conceded 
to be the beginning of an era of sane 
business expansion is due to the forti- 
tude and sagacity with which the banker 
assisted in the salvaging of the American 
business. 

In these adjustments, the public gained 
a more enlightened viewpoint of the 
necessity of banking and the importance 
of the banker in the economic scheme of 
things. The public, in consequence, has 
learned to expect wholesome leadership 
from this seasoned source and it becomes 
a solemn duty to respond. On the other 
hand, the banker has become a man of 
many parts. He is better equipped than 
ever, because experience with his varied 
foster children acquired of the depression 
has enlarged his capacity and extended 
his horizon of interests. 

Banking has become a dominant world 
factor in the process of restoration. It 
takes a truly great and active organiza- 
tion to represent such interests. No 
course of vacillation, postern policies or 
recumbency will suffice in such a con- 
tingency. The prudent inclination to 
meet this ever-increasing opportunity for 
service on the part of the Association is 
undoubtedly fully appreciated. 

It is therefore but natural in view 
of such responsibilities that this Associa- 
tion should augment its conception of 
service, discarding the comparatively in- 
consequential policies of an interior or- 
ganizational nature, and fastening their 
aims to the more vital purposes of bank- 
ing and community benefits—a course 
leading, through mighty initiative and 
corresponding accomplishment, to un- 
limited influence. To this end the Na- 
tional Bank Division pledges its undi- 
vided time and whole-hearted support. 


State Bank Division 
By H. A. McCautey 
President Sapulpa State Bank, Sapulpa, Okla. 
For the past year the State Bank Divi- 
sion has directed its activities more par- 


ticularly in legislation to the securing of 
uniform legislation for the banks 


throughout the forty-eight states in 
which we have to operate. That applies 
merely to the state legislation for state 
banks. For national legislation our ef- 
forts have been directed toward securing 
that which would give to state banks as 
well as all banks a longer time commer- 
cial credit, and for the use of more par- 
ticularly and more extensively land 
credits. 

In addition to this the question of 
cooperative marketing has had our atten- 
tion and we have but begun to work on 
that and that will take up our time more 
specially for the new year. 

Our membership is practically intact 
(about 12,000 members), and our assets 
may have depreciated some during the 
year just past due to consolidations and 
to the general depression. 

I believe this in substance is Mr. 
Hecht’s report, and what I desire to sub- 
mit to you at this time. At our meeting 
yesterday afternoon the report of the 
Committee on Exchange was made. In 
addition to that our Section went on rec- 
ord as opposed to branch banking. 


Resolutions Committee 


President McAdams announced the ap- 
pointment of the follewing Committee on 
Resolutions: 

Chairman, M. A. Traylor, president 
First Trust. and Savings Bank, Chicago, 
Ill.; Vice-Chairman, Fred I. Kent, vice- 
president Bankers Trust Co., New York 
City; Raymond R. Frazier, president 
Washington Mutual Savings Bank, Seat- 
tle, Wash.; H. M. Robinson, president 
First National Bank, Los Angeles, Calif. ; 
W. P. Andrews, vice-president First Na- 
tional Bank, Fort Worth, Texas; H. 
Warner Martin, President Lowry Na- 
tional Bank, Atlanta, Ga: Je (WirerB: 
Brand, treasurer Institution "for Savings, 
Springfield, Mass.; Rudolph S. Hecht, 
president Hibernia Bank & Trust Co., 
New Orleans, La.; E. D. Huxford, presi- 
dent Cherokee State Bank, Cherokee, 
Iowa; John G. Lonsdale, president Na- 
tional Bank of Commerce, St. Louis, Mo. ; 
Alexander Dunbar, vice-president Bank 
of Pittsburg, Pittsburg, Pa.; J. A. House, 
eas! Guardian Savings and Trust 

Cleveland, O.; Uzal H. McCarter, 
alee Fidelity Union Trust Co., 
Newark, N. J.; Clay H. Hollister, presi- 
dent, Old National Bank, Grand Rapids, 
Mich, ; F. T. Hodgdon, cashier Farmers 
& Mechanics Bank, Hannibal, Mo.; John 
A. Cathcart, vice-president First Na- 
tional Bank, Sidell, Ill.; Oliver C. Fuller, 
president First Wisconsin National Bank, 
Milwaukee, Wis.; H. McCauley, 
president Sapulpa State Bank, Sapulpa, 
Okla.; Waldo Newcomer, president Na- 
tional’ Exchange Bank, Baltimore, Md.; 
James Ringold, vice-president United 
States National Bank, Denver, Col.; Jesse 
C. McNish, president American Bank, 
Sidney, Neb.; Carter E. Talman, Presi- 
dent American Institute of Banking. Rich- 
mond, Va.; D. M. Armstrong, vice-presi- 
dent Commercial Trust and Savings 
Bank, Memphis; Edgar L. Mattson, vice- 
president Midland National Bank, Min- 
neapolis, Minn.; Chas. S. McCain, Bank- 
ers Trust Co., Little Rock, Ark.; Walter 
Lichtenstein, 5 ecretary. 
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dressed a body of bankers, he always 

introduced one epithet at the very be- 
ginning, and that epithet was one which 
caused smiles of satisfaction; you could 
almost hear the purring of contentment. 
That epithet was hardheaded. If there is 
anything the American business man and 
American banker likes to be considered 
it is hardheaded. What does it mean to 
be hardheaded? To be hardheaded means 
to have the kind of cranium into which 
a ready-made idea cannot be inserted 
when its owner is not looking. To be 
hardheaded is to have one entrance to 
the mind and to be always on guard, ex- 
amining, analyzing and admitting vol- 
untarily those ideas which seem to fit 
into one’s philosophy of life. You like 
to be considered hardheaded still, I fancy, 
but there is another, quality that I be- 
lieve is still more important to every 
individual who accomplishes anything in 
this world, and that is imagination. 

As I have listened to the addresses this 
morning I have been interested, as an 
outsider, to see the degree to which the 
imagination has been appealed to. Mr. 
Lamont was appealing constantly to your 
imagination, to your imagination which 
he wanted expanded to include not only 
the large interests gf this nation, but ex- 
panded to include a vision of the whole 
world, of which we are only an organic 
part, which we cannot consider apart 
from the rest of this great, quivering, dis- 
tracted whole. 

Your President, in that inspiring ad- 
dress of his, was ‘constantly appealing to 
your imagination, as American citizens, 
as having responsibilities. 


if the older days when a layman ad- 


Appeal to Imagination 


I will appeal for a little while to your 
imaginations and to your hardheaded- 
ness in the interests of one of the most 
disagreeable subjects that has ever pre- 
sented itself to a public audience. I am 
going to talk about “Health.” How we 
dislike the discussion of health. We are 
in perfectly vigorous condition. What 
we like to do is to violate the laws of 
health. I have not the slightest doubt 
that almost all the people present before 
me will violate the principles of personal 
hygiene at luncheon. I have not the 
slightest doubt that they will take pleasure 
in this. We talk about the pathetic cases 
of women in the slums who boast about 
the ability of their children at three and 
four months to consume pickles and cof- 
fee with apparent immunity, but, after 
all, every human being likes to boast 
about the marvelous capacities of his di- 
gestion. It is only when we become the 
victims of our indiscretions that we then 
go toa sanatorium where we enjoy swap- 
ping symptoms with other people who 
have been compelled to visit the same 
place. 

We get so much eiekeare out of ill 
health that we don’t like to hear about 
health. Moreover, it is the obvious things 
in the world that tire us. All the im- 


Public Health Assets 


By DR. GEORGE E. VINCENT 


President Rockefeller Foundation, New York 


portant things are the obvious things. 
All the fundamental things are the things 
that we know all about and hence to 
which we give almost no attention. In 
the development of science man began 
with the distant stars and only in recent 
decades has he arrived at his body and 
his mind. Our knowledge about our- 
selves is so rudimentary that the ex- 
traordinary condition of society can be 
attributed in no small degree to our 
ignorance of what we are like, ignorance 
of ourselves, ignorance of other people. 

o I do not apologize, I simply have 
the opportunity to impose upon you and 
I am taking advantage of it. I want to 
enlist your interest in behalf of this tire- 
some subject of public health. But you 
say that there is no such thing as public 
health’ You are outstanding individuals. 
You don’t believe in merging your 
health with anybody, but after all, there 
is such an idea as public health. 


New Ideas 


How do you know you are well or 
not? You cannot be sure until somebody 
has taken your temperature, and then 
when the result is announced you cannot 
be sure that you are well until you dis- 
cover that that temperature practically 
coincides with the temperatures of mil- 
lions of people that have been taken all 

over the world. You cannot tell whether 
you are well until you have compared 
yourself with the rest of society. “Oh, 
yes,’ you say, “you have internal evi- 

.’ Yes, to be sure, you have what 
is called a symptom. You have a pain. 
But if you were to discover in every indi- 
vidual with whom-you came in contact 
precisely the same pain in the same spot, 
then you would know you were perfectly 
well, because, after all, the standard of 
health is the average condition of the 
community. 

We have been getting new ideas of 
health. We began by the idea that if 
you were up and around (I suppose you 
have heard that expression when you 
asked someone in the old days, ‘““How are 
you feeling?”) you were well. Of 
course, now we have such interesting con- 
versational subjects that we no longer 
resort to these shameless devices, but in 
the old days we used to say, “How are 
you feeling?” and the reply was often, 
“Oh, I can’t complain.” 

What an inspiring conception of full, 
vigorous health that was! or, “I am _ so 
as to be about.” There is something 
stimulating and inspiring! 

The idea that the difference between 
health and disease is horizontal and per- 
pendicular, or vice versa. We cannot get 
very far with that, but the first idea of 
health is freedom from actual limitations, 
freedom from pain—we are getting a 
long way from that. We are going on 
to the next stage when we regard health 
as something which involves a sense of 
full vigor, full vigor of body, and in- 
evitably full vigor of mind. What we 
are holding up (those of us who are in- 


terested in this field of public'health) is 
an enlarged conception of public health. 
Public health not only as a means of 
importance to the individual, but public 
health as fundamental to the stability, 
the prosperity, the progress of a nation. 

We are interested in stocks and bonds, 
in the material things for which we 
stand. We boast about plants and ma- 
chinery; but after all, the most impor- 
tant machinery in this world is the 
machinery of that complicated mechanism 
known as the human body, because in- 
separably associated with this physical 
body ‘is this sort of termination at the 
upper end which we by courtesy call the 
brain and with which we associate cer- 
tain ideas, certain capacities, certain abil- 
ities to bring things to pass. There can 
be no sound thinking except among a 
body of people who on the whole are in 
sound physical condition. I don’t mean 
to say that now and then an invalid can- 
not be of very great importance, because 
the history of literature, the history of art 
shows that there are exceptionally dis- 
eased individuals who have made great 
contributions, but the moment you begin 
to generalize disease into millions you are 
confronted by an entirely different situ- 
ation, and it is a sound and safe prin- 
ciple that only in a great nation which is 
physically sound can you expect to de- 
velop the right spirit, the right sanity, 
the right loyalty, the right coherence, to 
make a nation truly strong and truly 
great. 


Progress of Fifty Years 


Things have been accomplished in these 
last few decades. They have been ac- 
complished by two things. They have 
been accomplished by medical science and 
medical discovery. We know a great deal 
now that fifty years ago was unknown 
about disease. We know that the great 
menace to the vast majority of indi- 
viduals comes from bodily parasites that 
are invisible, but bodily parasites which 
exist just as truly as though they could 
be encountered in the public streets as 
obstacles to public traffic. 

There are some people in this world 
who imagine that just because they can- 
not see things with the unaided eye those 
things do not exist. 

There are people in this great and 
enlightened: country of ours—and when 
we talk about how great and enlightened 
we are, let us not look too closely at the 
patent medicine advertisements in the 
newspapers or listen too credulously to 
the constant absurdities that are floating 
through every community with regard to 
the nature of the human body and the 
nature of the parasitic diseases which 
play upon it. 

If you need hard-headedness in bank- 
ing business you need hard-headedness 
when it comes to medical facts. 

Do not, I beg of you, give way to any 
of the absurdities of the day; if you want 
to get the facts, appeal to those who rep- 
resent scientific authority and prestige 
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just as you do in every other department 
of business. 


Investigate 


If you are engaged in looking up a 
bond issue with reference to a public 
service corporation, do you send around 
to somebody who is interested in esthetics 
and who would like to look at such a 
wonderful thing as the plant, and then 
comes back and tells you it is all right? 
No, you employ a technically trained en- 
gineer, and you base your business deci- 
sion upon what that engineer tells you. 
Are you going to be foolish enough to 
play fast and loose with this delicate 
mechanism of your body on the strength 
of popular magazine articles, or what 
somebody else tells you? Use your hard- 
headedness not in a specialized way but 
in a general way in life. That is one of 
the great difficulties. You can be awfully 
hard-headed about one thing and abso- 
lutely gullible about everything else in 
the world. Hard-headedness is a special- 
ized quality and what we need very 
largely in this country is the development 
of hard-headedness with regard to all the 
pagel intricate and technical things of 
ife. 

Until we recognize our own ignorance, 
and then, at least have the ability to pick 
out the technical experts whom we can 
trust our hard-headedness will be of very 
little service to us, for it is very likely 
to develop into the close-mindedness 
which is a very different thing ; into obsti- 
nacy, ignorance and prejudice which are 
absolutely fatal to intelligent action of 
the individual and wise policy in the 
community. 

So I urge upon you the importance of 
verifying medical facts; when you hear 
that somebody has been given up by all 
the leading physicians, ask for the names 
of the leading physicians, ask for their 
addresses, ask from medical authority 
whom you trust, whether this is a leading 
physician or not. That is the sort of 
thing you would do in business. If any- 
body turned up with a check and told 
you that. he was all right and had a large 
account and would you please cash his 
check, you have (I think it is called good 
banking), principles by which you at- 
tempt to identify him and learn some- 
thing about his probable resources. 


Not Cashing for Strangers 


Are you cashing checks for a lot of 
people on their own faces without finding 
out what their standing is in the scientific 
and technical world which they profess 
to represent? Hard-headedness is an ad- 
mirable trait to allow to spread over all 
of life when we come to deal with funda- 
mental facts. 

This progress in public health then has 
been brought about by a very remarkable 
development in scientific investigation, 
and in medical research. These’ scientific 
men are going back to Pasteur as one 
of the great leaders in France, and to 
Koch in Germany, as leaders in this great 
modern movement in bacteriology, the 
result of which is that the parasites, the 
tiny microscopic parasites for the most 
part that are the cause of contagious 
diseases have been identified, and means 


of combatting them have been discovered, 
vaccines and sera have been elaborated, 
and by these devices it is now possible 
(and it is being employed in all leading 
countries) to limit the spread of conta- 
gious diseases. 

Every community has a fundamental 
responsibility for the control of the en- 
vironment and for the control of con- 
tagious diseases, and there has been de- 
veloped another group of men, men whose 
business it is to apply the practical results 
in a practical way, the results of scientific 
investigation. So we have developed 
public health officers. 


Public Health Officers 


There is in the United States a very 
considerable number of these public 
health officers. Many of them have 
excellent training, many of them have 
trained themselves because they have a 
fundamentally sound medical education 
and through experience they have made 
themselves good public health officers. 

One of the most important things that 
now has to be accomplished in the United 
States is to make careers for men and 
women who devote themselves to public 
health, and there we are at once con- 
fronted with the difficulty of local poli- 
tics. 

You live in communities where you 
exercise a good deal of influence. You 
are willing to admit it privately; you 
are too modest to admit it in any other 
way. Use your imaginations for a mo- 
ment. There have been pleasant things 
said to you this morning about the power 
which you exercise and the responsibil- 
ity which goes with it. As I have been 
sitting here, looking on in a kind of an 
objective way, I have let my imagination 
play with the situation. I know a good 
many parts of this country, and I can 
imagine myself being up in a balloon or 
an airplane and looking down upon this 
broad land of ours today in this autumn 
sunshine. My imagination has played 
with you and with the great system which 
you represent. How it ramifies to every 
part of the country! 

I can see the little banks up there in 
North Dakota and in northern Minnesota, 
where I used to be at home. I know the 
two banks there and how the town is 
pretty well divided between the influence 
of those to banks and the two bankers. 
How interesting it is to interpret a com- 
munity in terms of the social, economic 
and political influences of the two banks. 
I even know of places where there is only 
one bank, but then, of course, there is 
another bank over yonder that belongs 
to the same group, and there is a still 
further bank yonder. And then in the 
large places I can see more of these 
banks, and as you get toward the centers 
they grow thicker and thicker, and the 
spots that represent them grow bigger 
and bigger with their capital and influ- 
ence; and then how they are all held 
together by these delicate lines which rep- 
resent the radiating influences which are 
exercised through this great system. 
What a marvelous system it is! It is 
almost like health. We are so used to 
it that we do not think any more about 
it. But if you detach yourself from it, 
what a marvelous thing it is. Is there 
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anything comparable to it in all the in- 
vention of human mechanism? Is there 
anything comparable to this banking sys- 
tem, which not only prevails in our own 
country but with its ramifications and 
networks covers almost the’ entire globe? 


Bankers’ Influence 


How much influence you exercise. Oh, 
you are modest about it, but you give ad- 
vice to people; and you have influence 
in your communities and collectively you 
have influence. What a tremendous in- 
fluence it is! There are some people who 
are unkind enough to say that you do not 
always exercise it in the public interest. 
You have heard about that, but it is hard 
to be misunderstood. Actuated, as you 
are, by the noblest motives, you find it 
difficult to believe that anyone could tra- 
duce you in this way. You have to bear 
up; that is a test of your character; your 
ability to endure misunderstanding from 
your fellow citizens, but you see it is 
acknowledgment of your power. If you 
did not have much power and if you could 
not exercise any of it that you did have, 
people would not be afraid of you in the 
slightest degree; they would make the 
most pleasant addresses to you that you 
could possibly imagine. 

Sometimes arousing a little misunder- 
standing on the part of your fellow citi- 
zens is an acknowledgment on their part 
of the extraordinary power you possess, 
but, as Mr. Lamont and as your President 
both said, there goes with that power 
responsibility, and I want to bring home, 
if I can, to each one of you men, in your 
own community first of all, that you have 
a responsibility for public health. What 
do you know about the health conditions 
of the community in which you live? Do 
you know what the death rate is; that is, 
how many people per thousand die each 
year? Do you know how that compares 
with other cities of the same size as your 
city or of your town? Do you know how 
you compare as a state with other states? 
Do you have the bookkeeping of public 
health in your minds? You are great on 
accounting. Vital statistics are the ac- 
counting of the public health interests 
of the communities. 


Banker Responsibility 


Do you know what the infant death 
rate is in your community? Do you know 
what is being done in your community? 
Do you know what the characteristics and 
qualifications are of the public health 
officers in your community? Is there a 
doctor that gets a little extra for being 
a public health officer and who has never 
had any experience, who has a little pull 
with somebody who has political influ- 
ence? Is that the kind of public health 
officer you have? 

Until the natural conditions close in 
upon you, you may not know what the 
results are, but sooner or later, unless you 
put your public health activities under 
the right sort of control, unless you stand 
for these things steadfastly and courage- 
ously, you will find that the assets of 
your community, in vitality, in energy, in 
loyalty, are being sapped just because you 
are not using modern science, and not 
using the skill and technique which are 
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available if you have the right kind of 
personnel. 

I listened with much interest to the 
distinction which your President drew 
between paternal government and the in- 
itiative of the individual. Certainly no 
one who has seen anything develop in 
the United States can afford to minimize 
the value of individual initiative. But 
we must remember that when it comes 
to the fundamental aspects of public 
health which involve the police power, 
it becomes a governmental function, and 
every community must see to it that up 
to that point at any rate the control of 
water supply, sewage 
disposal and the con- 
trol of contagious dis- 
eases is in the hands of 
people who are compe- 
tent to manage them. 

If you will only stand 
for that sort of thing 
in the communities in 
which you live you will 
build up these ideals in 
the state, you will build 
up these ideals in the 
country, and you will 
help to contribute these 
ideals to the world 
movement for public 
health. 

It is a very interest- 
ing thing to see how 
much has already been 
accomplished. In Eng- 
land the death rate has 
dropped in twenty years 
from 28 to 1,000 in 1900 
to 13.1 in 1921. We 
have made equal prog- 
ress in this country. 
Of course, there are 
various parts of the 
country that are so 
healthy that the death 
rate is pretty good, 
anyway. 

If you analyzed sta- 
tistics you must remem- 
ber that in the coun- 
tries where the average 
death rate is low the 
people are generally en- 
gaged in agriculture or 
other outdoor pursuits 
of the right sort, |so 
you will inevitably have 
a lower death rate than 
you would have if you 
had all the age groups 
represented in the nor- 


mal distribution of 
groups. through the 
ages in an ordinary 
community. 


But it is important for us to remember 
that there is no immunity which can be 
counted upon in the rural districts. Do 
you know that the statistics show that 
in almost every respect during the last 
twenty years there has been a relatively 
rapid gain in public health in the cities 
at the expense of the rural communities, 
and there are many rural communities 
in this country which from the standpoint 
of death rate and sickness, the condition 
of children’s health is below the slums 
in great cities. In the City of New 
York, for example, the Public Health 
Administration has been extraordinarily 


efficient. The infant death rate in the 
City of New York has come tumbling 
down during the last thirty years and 
now represents one of the best figures to 
be found in any large city of the world. 
_In the so-called “East-Side” in this 
city, the slums district in which you 
would expect the very worst conditions, 
the public health measures that have 
been adopted have shown that remark- 
able things can be accomplished when a 
community organization secures expert 
service, takes advantage of improving the 
knowledge of public health and then ap- 
plies that concretely and effectively with 
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the right sort of administrative ma- 
chinery. 

But public health has other aspects to 
which I call your attention for a moment. 
There has been a good deal said about 
the international situation, and I am glad 
to say that while turmoil has been going 
on and while I did not know that you 
neglected your duties to the extent that 
you have apparently, I have the testimony 
of two eminent bankers to the effect that 
you have neglected your obligations to the 
international situation. It may relieve 
you to know that some of your fellow 
citizens interested in public health, while 
you have been deciding just what to do 


and in what splendid and magnanimous 
and generous way you are going to show 
your essential desire to set straight the 
world, have been for the last five years 
oe a good deal in this international 
eld. 

For example, there has been a League 
of Nations in Central and South America 
that has been engaged in eliminating yel- 
low fever from the world and has almost 
succeeded. Mexico recognized us long 
ago and work in yellow fever has been 
carried on there under the most favorable 
conditions and with the best sort of feel- 


ing. 

Public health work is 
being carried on by 
fifty-one nations that 
are organized under the 
League of Nations. Far 
be it from me to sug- 
gest anything about the 
League of Nations. I 
have no knowledge 
about politics, or what 
knowledge I have takes 
the form of an igno- 
rance which I should 
not wish to expose in 
public, but this I know, 
that fifty-one nations 
are banded together and 
they have a Public 
Health Committee and 
that Public’ Health 
Committee has a sani- 
tary cordon stretching 
along from the Baltic 
down toward the Cas- 
pian, to hold back the 
tide of typhus and of 
plague that otherwise 
might easily have 
- spread through the cen- 
tral empires into West- 
ern Europe and Great 
Britain itself. 


American Money 
Helped 


This is an actual fact 
that has been accom- 
plished, and I am proud 
to say that there has 
been American contri- 
bution of money and of 
personnel to the work 
of that committee in 
order that that work 
which needs to be done 
immediately, even while 
you are deciding what 
should be done econom- 
ically, the typhus fever 
and the bubonic plague 
have singularly failed to 
wait for these conferences and other 
matters, but go on just as though they 
were not being held. In fact, they 
remind you almost of. other conferences 
that have been held in Europe. 

Work has been done and work is now 
being carried on in the way of inter- 
change of information. Every week I 
get a bulletin on my desk which reports 
the conditions of public health through 
the League of Nations Committee, the 
conditions of public health in Europe, and 
I am glad to say that in surreptitious 
ways the United States Government Pub- 
lic Health Service is able to cooperate 
in this same enterprise without commit- 
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ting itself definitely to any world organi- 
zation. Apparently it can be done. This 
ought to gratify you to know that while 
you are waiting there has been a little 
something going on, 


Public Health Centers 


This idea of public health on an in- 
ternational basis has led to the establish- 
ment of public health centers for medical 
investigation. It has led to the migration 
of people who are interested in public 
health. 

Yesterday I attended a luncheon at 
which thirteen men representing nine 
different European countries who had 
come to this country to study public health 
conditions were present, and who after a 
year will go back. That sort of thing 
has been going on. There were nearly 
200 of them last year, 150 the year be- 
fore. If this continues for a few years, do 
you not see there will not be only bankers 
spread all over the world in relations 
of good will to each other, but there will 
be public health sanitoriums and research 
workers who will in their modest way 
supplement your efforts to patch this old 
world together again. 

But I would not lay too much stress 
upon the international aspects. I want 
to come back, in conclusion, to the respon- 
sibility of all good American citizens 
for preserving the fundamental and most 
important asset that we have, namely, the 
physical health, the sound spirit, the loy- 
alty of the great mass of the American 
people. 


Exercise Police Power 


Fundamental public health work is ab- 
solutely essential. It must be done in 
local communities. The Federal Gov- 
ernment may cooperate in various ways, 
but after all, it has got to be done in 
local communities, and it must be done 
first by the locality organized in its po- 
litical capacity to exercise police power in 
the interests of public health administra- 
tion, and then by voluntary agencies of 
all kinds. 

The American Red Cross, the National 
Society for the Prevention of Tubercu- 
losis and innumerable other voluntary 


agencies that cooperate with public au- 
thorities, help to create public opinion 
and translate that public opinion into 
wise community action, into sound state 
policy, into fundamental national pro- 
cedures which, combined with all that 
voluntary effort ought to bring about and 
will inevitably bring about a sounder 
physical basis for the people of the 
United States. 


Health in Industry 


A great deal has been accomplished. 
Industry has done a great deal. You are 
familiar with the safety movement. 
What wonderful things have been accom- 
plished by the great American industries ; 
and now they are beginning to introduce 
what is called industrial hygiene, which 
means looking after the health of the i in- 
dustrial population. 

I was the other day in one of the 
greatest of these out in Ohio, a splendid 
organization, one of the most inspiring 
that I have ever seen, an organization in 
which there has not been a strike for 
twenty years, an organization in which 
the officers of the company and the men 
employed seem to be in the most satis- 
factory relations of mutual good will 
and mutual confidence. 

When I found that they had one of 
the most elaborate systems of industrial 
hygiene that I had seen anywhere, I 
asked the president to what he attributed 
the success of the scheme. He answered 
this, and it seemed to me that he showed 
himself not only hardheaded, but a man 
of imagination: “Whenever we take on 
a new man we explain this whole health 
service. to him, and then we say, ‘We 
do this not because we want to be benev- 
olent to you; we do this not because we 
are patronizing you; we do this because 
we think it is sound business’ ” A man 
always went away, he said, happy. 

We are always afraid somebody is 
flimflamming when there is too much 
profession of generosity and solicitude. 
When somebody is too fond of you you 
begin to have to exercise your protective 
powers, because you are afraid that 
something may come up. 

American industry has done a great 
deal and is setting an admirable example, 


and the time will come when an enlight- 
ened American industry will think that it 
is just as important to see that the indus- 
trial population is properly cared for, 
properly safeguarded, as that the ma- 
chinery is properly looked after. But, 
vastly more than that, if we are to ac- 
complish that solidarity, that national 
good will, that common loyalty, it must 
be on the basis of a wholesome funda- 
mental life in every community and that 
means not only health protection, but it 
means positive exercise of every kind, it 
means playground movements, it means 
the spread of athletics, it means good 
housing, it means popular entertainment, 
it means all the things that go to make 
up a full, well-rounded life for the in- 
dividual. 


Protection Against Fads 


You are hardheaded business men and 
you have imaginations. I appeal to your 
hardheadedness to protect us against fad. 
Do not accept everything that is urged 
upon you in the interests of public 
health. I am sorry to say that there 
are people in the field of public health 
just as in every other field who are car- 
ried away by their erithusiasm, who, 
without proper and careful study of the 
fundamental conditions, are sometimes 
committed to far-reaching programs, the 
economic and social consequences of 
which have not been carefully thought 
out. I therefore make no appeal to you 
to surrender your critical faculties. 
Whenever a public health proposal is pre- 
sented to you examine it carefully, look 
into it with solicitude, ask expert opin- 
ion about it, but when once your hard- 
headedness is convinced that there is an 
enterprise which ought to be undertaken, 
which has a distinct and definite bearing 
upon the health and welfare of your 
community, then let your imagination 
play with it, let your sympathies be loos- 
ened and with generosity and with loyalty 
and with courage a.id conviction stand for 
public health as a fundamental asset of 
the community, of the nation and of the 
world. 

At the conclusion of Dr. 
address the members 
plauded. 
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Main Convention 


Forum on Branch Banking With Opponents of Branches in the 
Majority. Sir Reginald McKenna’s Presentation of the Leading 


Financial Problems of Europe. 


Political Considerations, He Said, 


Must Give Way to Economic Facts. Conditions Affecting Business 


HE second session of the conven- 

tion, Wednesday, Oct. 4, bristled 

with interest. In this session 

occurred the forum on branch 
banking which is reported in full in 
succeeding pages; the notable address by 
Sir Reginald McKenna of London; the 
illustrated address by Fred I. Kent of the 
Bankers Trust Co. These were preceded 
by reports on Association work on insur- 
ance, agriculture and commerce. 


The Insurance Committee 


By Oscar G. ForEMAN 


President Foreman Bros: Banking Co., Chicago 

During the period covered by this re- 
port, twelve months, September 1, 1921, 
to August 31, 1922, the Insurance Com- 
mittee has been very active, owing to 
the. number of burglaries, hold- -ups and 
defalcations. The banks generally also 
have increaséd their insurance coverage 
and have submitted their various burg- 
lary, fidelity and blanket bonds to the 
Insurance Committee for inspection, 
opinions and coverage. 

Every member bank that has been 
burglarized or held up has been written 
to regarding its loss, with the suggestion 
that the policy covering same be sent 
by registered mail to the secretary of the 
committee for inspection so that the com- 
mittee can advise the member of the 
liability of the insurance company. In 
several of the replies from the banks 
they have advised that they carried burg- 
lary and hold-up insurance, and in a 
number of instances stated that the policy 
did not cover the loss. Our secretary 
pointed out in a number of cases where 
the policy did cover the loss, with the 
result that the banks made claim against 
the insurance companies and the insur- 
ance companies paid the claim. 

The committee has likewise written to 
all non-member banks, pointing out to 
them the advantages they will enjoy by 
becoming members of the American 
Bankers Association, and advising them 
of the services that your committee may 
perform for them in the adjustment of 
claims and advice as to policies. Through 
the efforts of the committee a number of 
these banks have joined the Association. 

In the year 1915 the surety companies 
got out a bankers blanket bond, which 
covered fidelity as well as burglary and 
hold-ups. The same was submitted to 
the Insurance Committee, and, after 
some changes suggested by the commit- 
tees, the form was approved. Owing to 
the changes brought about by the increase 
in crimes and questions arising from 
time to time as to the coverage, the 
Surety Associations submitted to the In- 
surance Committee for approval certain 
indorsements to be used in connection 


with the form that would clarify the bond 
and remove certain ambiguities and state 
more specifically what was covered by 
the bond. These indorsements were 
examined very carefully by our Secretary 
and the General Counsel and submitted to 
the Insurance Committee for their action, 
and the committee approved of the in- 
dorsements. These indorsements do not 
take away any of the coverage that was 
originally given under the approved form. 

The Surety Association also submitted 
what is known as their Form No. 2 for 
approval, which is not as broad as Form 
No. 1, but the rate is very much less. 
The committee approved of the form but 
with the understanding that if their ap- 
proval was to be placed on the bond the 
same was to state that it was as to form 
only, but they recommended Form No. 1 
in preference to Form No. 2. 

W. E. Mellen of J. F. Hayden & Com- 
pany, Montreal, Canada, submitted, also 
for the action of the Insurance Commit- 
tee, certain amendments to the “HAN-C” 
form of Lloyds blanket bond. These 
changes first were carefully consid- 
ered by both our secretary and the Gen- 
eral Counsel and then transmitted to the 
Insurance Committee, by whom they were 
approved, as it was found they they not 
only broaden the form but clarify certain 
ambiguities. 

The United States Guarantee Com- 
pany of New York submitted a blanket 
bond which it is now writing. This form 
is identical with Lloyd’s “HAN-C.” It 
also submitted the financial statement of 
the company, together with the names 
of its officers and directors. These were 
examined by both our secretary and the 
General Counsel and then transmitted to 
and approved by your committee. This 
particular form is much broader in its 
coverage than the bankers blanket bond 
issued by the American companies. In 
particular it covers the payment, whether 
received over the counter or through 
clearing house or by mail, of forged or 
raised checks or (genuine) checks bear- 
ing forged indorsements or the establish- 
ment of any credit to any customer on 
the faith of such checks. 

The company will underwrite only 20 
per cent. of each risk and the balance 
will be placed by Mr. Mellen through 
Messrs. James Hartley Cooper & Co., 
Ltd., at Lloyds. 

Mr. Mellen has arranged for the is- 
suance of a bond for $25,000 at a mini- 
mum rate of $600 where the number of 
employees is five or less; $700 where 
the number of employees is six to ten ; 
$800 where the number of employees is 


eleven to fifteen; $900 where the 
number of employees is sixteen to 
twenty; $1,000 where the number of 


employees is twenty-one to  twenty- 
five: for the benefit of the small banks 


where the number of employees is less 
than twenty-five. 

At the present time the American com- 
panies’ minimum rate is $1,250 and cov- 
ers twenty-five employees. In _ other 
words, if a bank only had five employees 
they would have to pay the same rate 
as if a bank had twenty-five employees, 
which is not equitable. 

On the minimum bond the American 
companies are now writing, they have 
doubled their rates since 1915. On the 
larger bonds the increase has been more.. 
The companies have never submitted the 
premium incomes and losses on this par- 
ticular bond to the Insurance Committee, 
but the Burglary Insurance Underwriters’ 
Association, as you know, have submitted 
both the premium income and losses on 
the bank burglary and robbery business. 
With the United States Guarantee Com- 
pany in the field we hope that other com- 
panies will meet the coverage that Lloyds 
and this company are giving and also 
reduce their rates. The committee has 
been informed that there is no connection 
between the United States Guarantee 
Company and Lloyds. 


Premiums and Losses 


Premiums and Losses on Bankers Blan- 
ket and Fidelity Bond Business and 
Question on Reducing the Rates 
on Blanket Bond. 


The committee has taken this matter 
up with R. R. Gilkey, secretary of the 
Surety Association of America, and he 
advises that he will take the matter up 
of reducing the rates on the bankers 
blanket bond with the Towner Rating 
Bureau, and the question of furnishing 
the committee with the statistical experi- 
ence on premiums and losses in the bank- 
ers blanket and fidelity bonds will be 
submitted by him to the Surety Associa- 
tion at their next meeting for their con- 
sideration and action. 


On Burglary and Robbery Business 


The committee has been endeavoring to 
get the premiums and losses of the 
Burglary Insurance Underwriters Asso- 
ciation up to date, but we are advised by 
H. W. Cluff, secretary of the association, 
owing to the delay of some of the com- 
panies in submitting their figures it will 
be impossible to furnish the information 
in time to be embodied in this report, but 
they will be glad to furnish the informa- 
tion as soon as available. It will be noted 
in last year’s report they furnished. the 
information up to that date. 


Burglar Alarm Systems 


The committee has been endeavoring 
to get the report of the Bureau of Lab- 
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oratories at Chicago, who have been mak- 
ing an exhaustive investigation and tests 
of the various alarm systems with a view 
of determining their value and arranging 
a rate of discount. We are advised by 
H. W. Cluff, secretary of the Burglary 
Insurance Underwriters Association, to 
the effect that the Bureau of Laboratories 
has not completed the tests as yet, but 
as soon as it does and the rate of dis- 
count is arranged he will notify the 
committee as to all the alarm systems 
that have the approval of the Bureau of 
Laboratories and also the rate of dis- 
count. 

We have received some very compli- 
mentary letters from the banks we have 
aided and also from a number of the 
state secretaries where we have been 
called on and assisted them in insurance 
matters. 

From the letters received from the 
banks they realize that the committee 
has been of great service to them during 
the past twelve months in advising them 
on insurance coverage and adjusting cases 


The 


HEN American agriculture this 

year began to show signs of re- 

covery from the depression there 
was a noteworthy quickening of coopera- 
tive work by bankers’ associations and 
individual banks. Previously it had been 
a matter of course that various ambitious 
plans for banker-farmer activities should 
be deferred in execution while associa- 
tions and individual banks struggled with 
the pressing problem of how best to as- 
sist the American farmer in the great 
emergency. 

The policy of the commission, which 
realized the futility of seeking general 
banker interest in any other subject than 
that of the immediate crisis, was to con- 
tinue its campaign of education, con- 
stantly urging whole-hearted cooperation 
for the welfare of the basic industry of 
the nation. 


Conference at Washington 


A national conference on the situation 
in agriculture, called by the Secretary of 
Agriculture at Washington, in January, 
proved to be the most representative 
gathering of the kind ever held in the 
United States. On the suggestion of 
President McAdams, the commission met 
at Washington during the conference, 
receiving valuable information and in- 
spiration. The chairman of the commis- 
sion was selected as a delegate to the 
conference by the Secretary of Agricul- 
ture and served on the Committee on 
Agricultural Credit, Insurance and Tax- 
ation. W.G. Edens was also a delegate 

& 


where necessary with the insurance com- 
panies, and every case, with one ex- 
ception, that was taken up with the 
Insurance Committee where there was a 
question between the bank and the com- 
pany has been settled by the companies on 
the recommendations made by the com- 


mittee, which has been entirely satisfac- 


tory to the bank. 

Relative to the particular case still pend- 
ing, our secretary has held several con- 
ferences with the company and presented 
the bank’s side of the case and the matter 
has been taken under consideration by 
the attorney for the company but at the 
time of writing this report he has not 
made final decision. 

We take pleasure in advising that our 
secretary has received the hearty coopera- 
tion of the insurance companies in bring- 
ing about adjustments in the various 
cases, and they have- without any hesi- 
tancy submitted their entire file for in- 
spection, and in a number of instances, 
have consulted with our secretary relative 
to adjustment before any question arose 


Agricultural Commission 


By JOSEPH HIRSCH 


President Corpus Christi National Bank, 
Corpus Christi, Texas 


and served on the Committee on Trans- 
portation. E. J. Bodman of the commis- 
sion was selected as a delegate, but was 
unable to be present. It was very grati- 
fying to have the commission thus rec- 
ognized, as there was necessarily a re- 
striction upon the number of delegates. 
Reports of conditions in agriculture 
presented to the conference were most 
depressing. The chairman of the com- 
mission, however, said at the time: 


“A solitary ray of sunshine lightened the 
black cloud of gloom o’erspreading the con- 
ference. It came from California, the land 
of sunshine. With practically every part of 
the country reporting a paralysis in the farming 
industry resulting from the sale of products 
at prices far less than the cost of production, 
the cooperative marketing associations of the 
West were as a beacon of light pointing the 
way to a profitable national agriculture.” 

National interest in cooperative mar- 
keting was aroused, this being the one 
outstanding result of the conference. Its 
deliberations remain as an interesting 
textbook to every banker and farmer. 

Believing that the proceedings of the 
conference were of great importance and 
should be studied by every banker, a spe- 
cial issue of The Banker-Farmer was 
given over to the conference and sent to 
every member of the American Bankers 
Association. The commission is justly 
proud that this special issue evoked a 
letter of commendation from Secretary 
of Agriculture Wallace. 


Marketing 


The most significant movement of to- 
day in agriculture is that looking to bet- 


between the company and the bank as to 
settlement. 


Reciprocal or Inter-Insurance 


As a result of a flood of telegrams 
from business interests in all parts of the 
country regarding a rumor that the In- 
surance Committee contemplated going 
on record as being opposed to reciprocal 
or inter-insurance, and were to submit a 
report to the Executive Council, the In- 
surance Committee of the Association 
issued a statement to the press denying 
that the question of: reciprocal or inter- 
insurance would be considered in any 
way by the committee. 

The committee does not know the 
source of these rumors, but it can be said 
unequivocally that the committee does 
not consider it within the province of the 
American Bankers Association to take 
any stand on the question of reciprocal or 
inter-insurance. The Insurance Committee 
has not received any report or prepared 
any report on the subject, nor have they 
contemplated taking any action upon it. 


ter marketing. When the chairman of 
the commission addressed the banker- 
farmer conference at Washington in 
1919 he declared that profitable marketing 
of crops was just as essential as the 
production of the crops themselves and 
said that it was a lamentable fact that 
bankers, generally speaking, had paid 
little attention to this vital problem. 

The situation is different today. Bank- 
ers, both by associations and individuals, 
are making careful studies of the prob- 
lem of marketing and the plans of farm- 
ers to solve them. The business expe- 
rience and training of bankers is needed 
by the cooperative organizations which 
have developed so rapidly and widely. 
Many of these organizations have pros- : 
pered; others, notably the U. S. Grain 
Growers, Inc., have encountered pitfalls. 
The commission at Washington, by reso- 
lution, declared that it was heartily in 
accord with the principle of cooperative 
marketing and recommended that bankers 
make careful study of the plans of the 
various cooperative organizations with 
the view of the extension of adequate 
credit facilities to associations function- 
ing along sound lines. Again, the com- 
mission commends to bankers the neces- 
sity of their interest in this remarkable 
development. 


Rural Education 


Marketing is one of three major sub- 
jects which the commission for several 
years has believed to be of the greatest 
importance to American agriculture. The 
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other subjects are rural education and 
farm tenancy. 

There is no argument regarding the 
necessity for better education for farm 
boys and girls. Through The Banker- 
Farmer a constant campaign has been 
waged, calling attention to successful 
consolidated schools and other plans to 
improve rural schools. | 


Tenancy 


It was natural that any efforts to in- 
crease the number of farm owners in 
the country would fall into abeyance be- 
cause of the abnormal condition of agri- 
culture. This subject, however, should 
loom large in the future work of the 
commission. The U. S. Department of 
Agriculture is making a careful study of 
tenancy and its effects and more light 
on the problem will soon be available. 
It is worth while to quote a recent ut- 
terance of John H. Puelicher, who says, 
“The man who owns his home or his 
farm is in a measure owned by his home 
or farm.” 

Dr. C. L. Stewart of the United States 
Department of Agriculture makes this 
statement : 

“There is danger that the country may be 
lulled to indifference by reports that the rate 
of increase of farm tenancy in the United 
States is rapidly diminishing. It is true that 
the number of tenant farmers per thousand 
grew from 353 in 1900 to 370 in 1910, an 
increase of 5 per cent., whereas from 1910 to 
1920 it grew from 370 to 381, an increase of 
only 3 per cent. When measured on the basis 


of acreage value, however, the number of 
rented acres per thousand and the number of 


dollars worth of rented land per thousand was | 


not only higher than that shown on the pre- 
ceding basis, but has been growing at much 
faster rates during both of the decades since 
1900, especially during the decade just ended. 
While the proportion of rented farms increased 
but 3 per cent. between 1910 and 1920, the 
proportion of leased property values and of 
leased acreage increased 11 per cent.” 


Dr. Stewart holds that in the light of 
this analysis the tide of tenancy is shown 
to have continued its upward flow with 
little or no abatement. 


Agriculture at White Sulphur 


Due to the loyal interest of President 
McAdams and your other officers, an 
agricultural symposium was held during 
the meeting of the Executive Council at 
White Sulphur Springs. The feature was 
the attendance of President Howard of 
the American Farm Bureau Federation. 
After hearing statements from repre- 
sentatives of various states as to their 
on work and future plans, Mr. Howard 
said: 

“TI feel better at present on this subject than 
I have felt for many months as a result of 
the way you bankers are devoting yourselves 


to the matter. It promises’ a great deal for 
better agriculture in the United States.” 


Roads 


The commission, naturally interested in 
the development of better roads, has con- 
tinued to keep in close touch with the 
highway situation. At its spring meeting 
it indorsed the action of Congress in 
continuing Federal aid for the building 
of interstate and postal and farm-to- 
market highways under the Department 
of Agriculture and urged that this policy 
be continued for a definite period. 


Club Work for Boys and Girls 


Club work for boys and girls in the 
latter part of the present year has re- 
ceived a wonderful impetus. Many 
bankers’ state associations are awarding 
scholarships, emblems and other prizes 
in cooperation with the extension depart- 
ments of the state colleges and countless 
individual banks are engaging in various 
kinds of club work. The National Com- 
mittee on Boys’ and Girls’ Club Work is 
receiving the cooperation of the commis- 
sion in its laudable program to extend 
the scope of this activity. 

Club work is only one of innumerable 
activities conducted by individual banks. 
There has been aroused a great interest 
in better livestock and many banks have 
been prominent in increasing dairying in 
their communities. 


U. S. Dept. of Agriculture 


The commission has continued to sus- 
tain close and friendly relations with the 
United States Department of Agriculture. 
Secretary Wallace in many ways has 
shown that he recognizes the importance 
of the banker as an agency with which 
to reach the farmer. Other leaders in 
the department have continued to recog- 
nize the potential influence of the bankers 
of the country and to use the commission 
as an avenue. 

The commission has urged upon bank- 
ers the importance of obtaining the coun- 
sel of the United States and state college 
of agriculture authorities. The most 
successful state committees are those 
which plan their programs in consulta- 
tion with their colleges. Closer relations 
are being established between the bankers 
and these institutions. 


Conferences at State Colleges 


Conferences between bankers and 
farmers at state colleges, which were 
increasing in number and influence, were 
given up by state associations because of 
conditions. The Texas Association, how- 
ever, held its third conference. The 
Michigan Committee on Agriculture met 
at the State College of Agriculture dur- 
ing Farmers’ Week. Other state com- 
mittees ‘held conferences with their state 
college leaders to map out programs. 


Activities by States 


The commission is glad to report that 
many state aSsociations, whose commit- 
tees on agriculture have been more or less 
dormant, are making plans for organiza- 
tion with constructive programs in view. 

A number of committees assign lack of 
sufficient funds as a bar to genuine work 
that would be of benefit to the agriculture 
of the state. 

It is worth while to briefly summarize 
some of the more outstanding work by 
state committees on agriculture: 

Arkansas has made a survey of each of its 
seventy-five agricultural counties which will 
be the inspiration for county organizations of 
farmers, bankers and merchants which will 
seek to make the farms of the state self- 
sustaining. The survey shows deficiencies 
where they exist and is a valuable foundation 


for constructive work. 
At least half of the banks of Colorado are 


engaged in some kind of club work. The 
association is host annually to boys and girls 
at the state stock show. 

Ten scholarships in the state college of agri- 
culture have been awarded by Florida. 

Georgia bankers in cooperation with the 
Country Bankers Association organized the 
eoee Farm Market Federation which is be- 
lieved to be a practical plan to develop safe 
farming. Georgia has continued its loan fund 
for students in the state college of agriculture. 
There has also been an increased interest in 
dairying. 

Idaho has cooperated in club work by fur- 
nishing pins and awards of merits. 

Illinois cooperated with the state agricultural 
association on many matters of mutual welfare. 
Time was given to such subjects as reduction 
of corn acreage, rural credits, taxation of 
farm lands, club work, improved farm-to-mar- 
ket roads and reduction of freight rates. 

Indiana bankers have been doing noteworthy 
things in club work. 

Kentucky is cooperating in the organization 
of a state livestock improvement association 
which expects to include in its membership 
400 banks. The Kentucky committee seeks a 
county agent in each county and will encourage 
club work for boys and girls. 

Louisiana bankers, who played such a lead- 
ing part in the establishing of a state college 
of agriculture, now seek to insure sufficient 
legislative support of the institution and con- 
template a program of safe farming, better 
livestock, elimination of animal and plant 
diseases and better roads. 

Maine’s interest has been largely directed 
toward soil fertility. 

Michigan is organized with a committee of 
ten, one from each group and eighty-three 
county chairman. Its program urges assistance 
in club work, cooperation with farm bureaus, 
organization of Federal farm loans associations 
in counties where they are needed, careful 
study of the needs of each community so as 
to anticipate essential requirements for loans, 
better schools, marketing and roads. 

Missouri, which heretofore had been chiefly 
interested in the extension of county agents 
and better roads, with these projects well along, 
turned its attention to dairying and urged 
greater interest. 

Montana believes that club work offers a 
great field for bankers. 

New Jersey’s committee conferred with the 
state Bureau of Markets and worked out a 
sound plan for financing packing houses for 
the fruit growers. 

New York’s activities have been confined 
to support of the club work of the state col- 
lege. Five scholarships for boys and girls in 
rural schools are provided. 

North Carolina adopted the slogan, “For 
Every Family a Good Milk Cow” and pushed 
a campaign for more and better cows through 
posters and speakers at group meetings. 

In North Dakota a sweet clover growers’ 
exchange inspired by bankers has been an 
object lesson in constructive cooperation - for 
better marketing. ‘‘Better Stock” is headlined 
on the North Dakota program. 

Ohio’s committee issued a series of bulletins 
to bring about a better understanding between 
farmers and bankers. These were reprinted 
in many newspapers. Many farm accounts 
were distributed and club work fostered. The 
association sends the boys’ and girls’ cham- 
pion stock judging team to the national contest 
at Atlanta in October. 

Oklahoma has arranged with its state college 
four short courses for farmers to which bank- 
ers will see that representative farmers come. 

Pennsylvania has made an excellent start on 
a comprehensive program. Several counties 
have been organized with banks contributing 
to funds for aggressive campaigns for better 
agriculture in cooperation with county agents. 
Pennsylvania’s leaders have sustained close 
relations with the state college of agriculture 
and with the county agents. This state is fos- 
tering better livestock with the famous Grove 
City as an example of what it means to a 
community. 

Rhode Taland has made a survey of banker- 
farmer activities in other states and will seek 
to put a program into effect. 

outh Carolina assisted in the organization 
of cooperative man 028 associations and cam- 
se for diversified farming. 

outh Dakota has urged the increase of 
corn, hogs, cows, hens and alfalfa. 

Tennessee’s committee is encouraging club 
work and the dairy industry among other 
projects. 

Texas held its annual farmer-banker con- 
ference at the state college although conditions 
militated against as large an attendance as in 
previous years. 
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Vermont banks have been the majority con- 
tributors to a fund of $1,000 which has been 
used to promote club work. 

Wisconsin’s chief activity continues to be 
the conduct of the banker-farmer exchange by 
which the farmers of the state, and other states 
as well, are afforded valuable assistance in the 
sale and purchase of stock and seed. In co- 
operation with the state college monthly bul- 
letins have been published, farm account books 
sold and club work encouraged by the award 
of pins. 


Wyoming has concentrated on club work and 
encouraging of interest in livestock production. 


The Banker-Farmer 


The Banker-Farmer has carried on its 
twofold program of chronicling develop- 
ments in the field of banker-farmer ac- 
tivity, by associations and _ individual 
banks, and by publishing such articles of 
a general nature as seem likely to be help- 
ful and inspiring. Authoritative mes- 


sages from leaders in the United States 
Department of Agriculture and the state 
colleges of agriculture have appeared. 
The single purpose of the publication is 
to arouse and strengthen the interest of 
the bankers of America in agriculture 
and country life. 

During the twelve months from Sep- 
tember, 1921, to August, 1922, 156,290 
copies were published, of which 66,425 
were distributed to banks through state 
associations. Of the remainder, 89,865, 
the greater portion was obtained by banks 
for distribution among their farmer cus- 
tomers, believing that this would create 
a better understanding on their part of 
the ambition of the banker to do his part 
for agriculture. 

It is the belief of the commission that 
no class outside of the farmer himself 
can do so much to bring about a per- 
manent, safe, profitable system of agri- 


culture and a contented country life, a 
goal which must be reached for the wel- 
fare of the republic. At no time has the 
commission lost sight of the fact that the 
farmer himself must produce efficiently 
and economically and that unless he does 
no legislation or marketing facility will 
insure his property. In the question of 
credit, marketing and other fields, how- 
ever, there is a rich opportunity for the 
banker to give assistance and his interest 
will be rewarded in the general prosper- 
ity of his region. 

There is every sign that the time is 
ripe for more concerted action by bank- 
ers’ associations and for a widening of 
the influence on this great association. 

To the officers of the American Bank- 
ers Association and state associations 
and to the countless individual bankers 
who have cooperated with it, the commis- 
sion wishes to express its gratitude. 


President Harding Asks Help 


P RESIDENT McADAMS at this point 
read the following telegram: 


“Tue WHITE House 
“Washington, D. C., October 3, 1922. 


“THomas B. McApAms, 
“President American Bankers Asso- 
ciation, 
“Hotel Commodore, New York. 


“My Dear Mr. McApbAms: 


“Public duties and personal cares seem 
to have combined to render impossible, 
once more, my acceptance of the invita- 
tion to the annual gathering of the Amer- 
ican Bankers Association. My regrets 
are the more poignant, because I hoped 
to be able to say some few things to your 
members on this occasion. 

“T have so many times expressed my 
admiration and appreciation of the part 
which the banking interests played during 
and following the war that I do not need 
to remind you cf my sentiments in that 
regard. Rather, I wish tu appeal to your 
great organization in behalf of my con- 
viction that another, a more inclusive, and 
perhaps a more difficult opportunity of 
service is today presented to you. 

“To the patriotism, steadfastness and 
right thinking of its financial leaders, the 
country has owed very much in connec- 
tion with financing the war, and later in 
restoring stability, confidence and secur- 
ity throughout our economic structure. 
The banking community has always co- 
operated splendidly in dealing with these 
problems. But today our country, the 
world, all human kind, are demanding 
that this cooperation be extended to wider 
realms; to those social, moral, ethical 
problems which are crying for under- 
standing attention. They cannot be de- 
nied; they grow increasingly insistent. 
They call for an application of the same 
spirit of wise and willing coperation, 
which is the very basis of the bank. 


“T have often thought of the bank as 
first among modern institutions of social 
unification. On the basis of a complete 
confidence in its integrity and aims, it 
aggregates together in vast, available 
masses, the scattered bits of credit and 
resources which otherwise would be un- 
available for great undertakings, and 
makes possible the huge producing organ- 
izations which characterize the. modern 
industrial community. We have come to 
times which require a like aggregation of 
the social sense, the ethical ideals, the 
moral inspirations and the best intelli- 
gence, in order to promote the true wel- 
fare of men individually and in com- 
munities. This I have come to regard as 
the most pressing requirement of our day; 
and to its accomplishment I invite the 
assistance of you men who have been 
foremost among social cooperators. The 
world is not given to rewarding those 
who serve it, with opportunities for ease 
and pleasure. Instead, on those who have 
been tested and found useful it is wont 
to place yet greater burdens. To full 
share in these obligations I am now 
urgently inviting you. By experience, 
knowledge and aims, you bankers are 
peculiarly equipped to render largest 
service in this wider sphere. It has long 
been my observation that the leadership 
of the banking forces in the local com- 
munity is ever effective and devoted to 
community welfare; and the same help- 
ful relationship must be maintained 
throughout the nation, and in the nation’s 
outside relations. Therefore in recom- 
mitting our people to sane expenditures, 
to ways of economy and thrift, to the 
consideration of municipal and national 
problems in that conscience which builds 
the temple of confidence, the banking 
forces must lead, and we must have the 
widest commitment to the prudence, the 
deliberate understanding and the prefer- 
ence for useful service, which make for 
the security of our people as a whole. 


“The banker in extending credits. looks 
not alone to the schedule of his customer’s 
tangible assets. He gives thought also 
to moral considerations, to those elements 
of character which constitute the most 
commanding of all securities. So he is 
concerned to help develop these qualities 
throughout his constituency. Every good 
citizen aspires to the same end, and there- 
fore it is permissible to impose a special 
obligation on the bankers, organized and 
trained as they are in such affairs, to 
take a very special part in this work. 

“There is everywhere a disposition 
to scrutinize, to question, to examine 
minutely into social and economic institu- 
tions, to interrogate methods of human 
integration and procedure which have 
been so long accepted as to have seemed 
axiomatic. We shall gain nothing by 
charging that this spirit proceeds from 
malevolence and_ testifies a disordered 
state of mind. We ought to recognize 


that it largely represents sincere wish to 


improve conditions. History teaches that 
blind effort to obstruct such movements 
has often produced*momentary disaster, 
but never prevented ultimate advance. 
The world is too old, and ought to be too 
wise, to resort to such tactics now. 
Rather, its best intelligence should be 
given to open-minded cooperation in every 
earnest project of inquiry and analysis 
which looks to the general betterment. 
Thus will its most capable leaders help 
guide society away from pitfalls and 
dangers, while keeping it moving on the 
upward path. I count the men of your 
profession as among such leaders; and I 
know that whoever can effectively impress 
you with the full importance of the duty 
I am suggesting, will find satisfaction in 
the prompt and eager response which will 
come to him. 


“Most sincerely yours, 
“WARREN G. HarpInc.” 


saat 
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Reparations and International Debts 


By THE RIGHT HON. REGINALD McKENNA 
Chairman of the London Joint City and Midland Bank Limited, London 


ee HE relationship between England 

and America can never be dis- 

solved,” said President McAdams 

in introducing Sir Reginald Mc- 
Kenna. “We are definitely tied together ; 
not only are we interested as a nation in 
this, but the safety of the whole world is 
dependent upon this union never being 
broken. 

“The same aspirations, the same lan- 
guage exists in both countries; we look 
to our mother country for guidance and 
inspiration. And so it is today a par- 
ticular pleasure to have the privilege of 
welcoming to this great convention in 
America the outstanding figure in English 
finance. Mr. McKenna has made a record 
which ranks with the best of those made 


HEN I received the honor of 
your invitation which I greatly 

; appreciated, I must confess I had 
many misgivings. I knew it would not 
be a light task to address an audience 
whose collective importance in the world 
of finance is unrivalled. J remembered, 
however, the cordial friendship which has 
always existed between American and 
British bankers, and as I realized that 
your invitation was a further evidence 
of this friendship my hesitation gave way 
and I gladly decided to come. 

Let me begin with an explanation of 
my choice of subject. I thought at first 
that some professional topic should be 
selected, but I soon came across a serious 
difficulty. There is a much greater dif- 
ference between the law and practice of 
banking in America and England than is 
generally supposed, and 1 felt that I 
should be liable to be misunderstood un- 
less this difference were constantly borne 
in mind. This very meeting will illus- 
trate the point. I understand there are 
over 30,000 separate banks in the United 
States, a large number of which are rep- 
resented here. In the whole of Great 
Britain we have only thirty-nine, but 
with us the branch system is so highly 
developed that these few banks have no 
less than 9,650 branches, of which 6,800 
belong to five banks alone. 


Difference in Systems 


The main distinction is that our banks 
are regarded by the legislature as ordi- 
nary corporations or companies, while 
yours are subject to special legislation in 
regard to nearly all their activities. You 
have a limit prescribed to the amount 
of a loan to any one customer. Certain 
loans are prohibited and others are re- 
stricted. Your investments are regulated. 
You are subject to limitations in incur- 
ring contingent liabilities and you are 
bound to maintain minimum cash re- 
serves. We have none of these restric- 
tions. Alone amongst deposit banking 
countries, the United States protects de- 


by English statesmen. It was his fore- 
sight as First Lord of the Admiralty 
which gave Great Britain a navy which 
perhaps saved the war during its early 
stages. Later, as Home Secretary and 
Chancellor of the Exchequer, he mapped 
out plans for financing the war which 
resulted in Engand being able to care for 
her financial necessities without having 
to materially increase her outside debt. 
It was this foresight which has enabled 
England to stand straight and true from 
a financial standpoint during the days of 
reconstruction. 

“Tt was but natural that with the record 
he made in public affairs he should have 
been called to the position which he now 
occupies. As head of the great London 


positors, some of the States going so 
tar as to prescribe a system of guarantee. 
We differ also in our central bank policy. 
You have adopted the Federal Reserve 
System under which there are twelve 
Federal Reserve banks in twelve districts. 
In England we have a single central bank 
of issue, a joint stock corporation which 
deals with private customers as well as 
with the government and the banks. 
Your Federal Reserve notes are issued 
against gold and _ self-liquidating com- 
mercial paper. Our Bank of England 
notes are issued against gold only, with a 
fiduciary issue of £18,450,000. 


Principles of Sound Banking 


The principles of sound banking are 
the same everywhere, but our countries 
diverge in law and practice. This is 
natural: British social and political con- 
ditions differ so much from yours that 
the same banking system could hardly be 
appropriate to both. Perhaps we have 
each something to learn from the other, 
but I am sure any hasty attempt to estab- 
lish a common procedure in the two coun- 
tries would be unwise. As our develop- 
ment has progressed each nation has 
adapted itself to its environment, and 
such changes as we may make in the 
future must conform to the habits and 
traditions of our peoples. 

With these thoughts in mind I found 
it very difficult to select a technical bank- 
ing subject for discussion today. How- 
ever careful I might be I felt that, unless 
accompanied by much tedious explana- 
tion, my language, associated with ideas 
related to English practice, would be 
liable to be misunderstood by you whose 
associated ideas are so different. I re- 
solved therefore to pass over professional 
banking topics and to look for a subject 
of general interest to the business com- 
munity. What should this be? In their 
report to the Reparation Commission 
the Bankers’: Committee which sat early 
this summer in Paris laid stress upon the 
need to resume normal trade conditions 


Joint City and Midland Bank, he repre- 
sents deposits of over one billion and a 
half dollars, showing the confidence that 
the English people have in his institution 
and in his leadership. 

“We appreciate his coming to us today. 
It is no slight task for a man to sail 
across the sea for the purpose of making 
one address, but we welcome him as our 
friend; we welcome him as a representa- 
tive of the great nation of which he is a 
part, and we hope that he is finding his 
stay here as enjoyable as we are apprecia- 
tive of the great sacrifice that he has 
made in order to visit us. I present the 
Right Honorable Reginald McKenna, of 
London.” The address follows: 


between countries and to stabilize ex- 
changes, and they came to the conclusion 
that neither of these aims could be ac- 
complished without a definite settlement 
of the reparation and other international 
debts. Here then it seemed to me was 
a subject for my address. There will be 
general agreement that there is no matter 
of more deep concern to the world’s trade 
at the present time than reparation pay- 
ments and international debts, and I trust 
therefore you will not deem it out of 
place that I have chosen this subject for 
discussion today. 

There are two preliminary observations 
which I must make. The first is that 
I speak as a banker expressing my per- 
sonal. views. I have nothing to do with 
politics and I do not appear here in any 
representative character. I approach the 
question solely from the economic point . 
of view and my endeavor is to determine 
so far as I can the limit of the debtors’ 
capacity to pay, and the effect of pay- 
ment upon the world’s trade. Our duty 
is to satisfy ourselves on the financial 
possibilities of the case. It is not what 
the debtors may justly be called upon to 
pay, but what they are able to pay, which 
we as business men, anxious to discover 
the conditions upon which trade pros- 
perity is founded, must consider with the 
most careful attention. 


International Debts 


My second observation is to meet a 
possible criticism. How can I, a member 
of a nation which is one of the debtors 
of the United States, speak freely to an 
American audience upon international 
indebtedness? The primary and essential 
duty of a debtor is to discharge his lia- 
bility, and, until this is done, all observa- 
tions on the origin of the debt and on the 
economic consequences of international 
payments are liable to be viewed with 
suspicion. A creditor may, if he like, 
open up questions of that kind, but a 
debtor should admit his obligation with- 
out further discussion. I recognize that 


282 


these are objections which I must answer 
and I believe that I can do so conclu- 
sively. In the course of my argument I 
shall show that England has the ability 
to pay, and, once that is established, I 
can unhesitatingly assert her determina- 
tion to honor her bond in full. I believe 
I am justified in asking you to treat Eng- 
land’s debt to the United States as cer- 
tain to be provided for, and, if this be 
conceded, we shall be free to consider 
the question of the remaining interna- 
tional debts as one in which America and 
England are equally concerned and in 
which both have the same interest as 
creditors. 

First let us look at the magnitude of 
these international debts. The greatest 
of all is that of Germany for reparations, 
a debt of which the United States de- 
clined to receive any share. The amount 
was not defined by the Treaty of Ver- 
sailles, but subsequently by the London 
Ultimatum it was put at 32 billion dol- 
lars, at which amount it stands nominally 
today. Of the remaining debts the lia- 
bility of France to the United States 
and Great Britain is 6% billion dollars, 
and of Italy to the same two countries 
4% billion dollars. Russia owes these 
countries 3% billion dollars and a further 
one billion dollars to France. These are 
the principal debts; the others are all 
comparatively small in amount. Of the 
creditors of the European continental 
governments England is the greatest. 


No Parallel in History 


We have no record in history of inter- 
national claims of this magnitude. The 
indemnity exacted by Germany from 
France under the Treaty of Frankfort 
in 1871, in round figures one billion dol- 
lars, created the largest debt between 
governments ever known until the recent 
war, and is the only precedent we have 
of a considerable international payment. 
It is of interest to recall how the liability 
was discharged. Payment of 150 million 
dollars was made in gold and silver coin 
and in German banknotes and currency 
collected in France and the balance in 
foreign bills, chiefly German currency 
bills. The precise form in which the pay- 
ment was made is, however, comparatively 
unimportant. For our present purpose 
the significant question is how France 
procured the means of payment. She was 
bound to acquire German marks or for- 
eign currency exchangeable for marks, 
and to do so she had either to find Ger- 
man or other foreign buyers for such 
things as she had to sell or to obtain for- 
eign subscriptions to her loans. Very 
considerable sales were made to foreign 
securities owned by French nationals, the 
French loans were largely subscribed ex- 
ternally, and the export of French goods 
was so much increased that an average 
excess of imports of 65 million dollars 
a year in the four years 1868-1871 was 
converted into an average excess of ex- 
ports of 46 million dollars a year in the 
four subsequent years. By September 
1873 the whole indemnity was paid, and 
although France remained liable for the 
loans she had issued, she was clear of 
any direct debt to the German Govern- 
ment, and indeed of all foreign debt pay- 
able in any but her own currency. 
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The Conditions 


Here we have an example of a very 
considerable international debt rapidly 
paid off without any serious disorganiza- 
tion of the world’s trade. Now what 
were the conditions which made this pos- 
sible? The war had been short, and the 
amount of the indemnity was well within 
the capacity of France to pay. Her na- 
tionals held large blocks of foreign se- 
curities, which were realizable in foreign 
markets; her credit was good, which en- 
abled her to obtain foreign subscriptions 
to her loans; and in her effort to increase 
her exports she was not hampered by 
high tariffs. She was driven off the gold 
standard and, although there was some 
decline in the value of the franc, the 
depreciation never exceeded 5 per cent. 
and, taking the whole period through, 
amounted to barely more than 1 per cent. 
But of the several factors in the French 
ability to pay the most important lay in 
her accumulated reserve of wealth, the 
foreign securities owned by her nationals. 

It is interesting to note the industrial 
condition of France at that time. Em- 
ployment was extremely active and pro- 
duction was on a great scale. She had to 
meet her external liabilities, which com- 
pelled her to increase her sales in 
foreign markets, and she did so not- 
withstanding the competition of other 
nations. The improved standard of effi- 
ciency in production which was thereby 
forced upon her endured long after the 
period of the indemnity. In Germany, 
on the other hand, there was a very dif- 
ferent experience. The receipt of a large 
amount of gold and silver had, with other 
causes then in operation, a serious effect 
upon German internal prices, which rose 
rapidly. In 1872 there was a brief trade 
and financial boom, followed in the en- 
suing year by a crisis which was the be- 
ginning of a period of depression. It 
would not be correct to say that the 
trade conditions in Germany were entirely 
due to the payment of the French in- 
demnity, but undoubtedly it was a con- 
tributory cause of material importance. 
The comparative prosperity in France 
and depression in Germany are remark- 
able and give color to the story that 
Bismarck, in commenting upon the state 
of the two countries, declared that the 
next time he defeated France he would 
insist on paying an indemnity. 


The Debtor’s Capacity 


Such is the only precedent we have for 
the payment of a great international debt. 
The figures we have to deal with today 
are on a far larger scale than the in- 
demnity exacted from France fifty years 
ago, but the problem in all essential par- 
ticulars is the same. We have to discover 
the capacity of the debtors to pay and to 
consider the consequences of payment. 
As the indemnity demanded from Ger- 
many is much the greatest of the debts 
and is the one most urgently in need of a 
satisfactory settlement, I place it in the 
front of our discussion. 

The first question is, what is Ger- 
many’s capacity to pay? You are perhaps 
expecting that I am about to give you an 
inventory of Germany’s natural resources 
and an estimate of her productive power. 
All this has been done many times and 
much industry has been displayed in the 
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inquiry. I have no doubt that the experts 
who advised the signatories of the 
Treaty of Versailles that Germany could 
pay 120 billion dollars had made many 
careful calculations of this kind. But 
what we have to investigate is not Ger- 
many’s capacity to produce wealth, but 
her capacity to pay foreign debt. I can- 
not help thinking that we have here the 
source of the error into which the Ver- 
sailles experts seem to’ have fallen. 
Nobody has ever doubted Germany’s im- 
mense power to produce, but production 
by itself is not enough. She must find 
a market for her exports, and the prob- 
lem thus become one of determining the 
possible extension of German export 
trade. Nor is this the end. We must 
remember that an increase in her exports 
will only provide funds for reparations if 
there is no corresponding increase in im- 
ports. Payment for her indispensable 
imports must be the first charge upon the 
proceeds of her foreign sales, and it is 
only the balance, the exportable surplus, 
which is available for reparations. 


Exportable Surplus 


In speaking of a nation’s exportable 
surplus we must not forget that other 
factors may contribute to it besides the 
balance of exports over imports. Interest 
received from foreign investments and 
payment for external services, such as 
shipping, may be contributory factors. 
Before the war Germany possessed a 
very considerable exportable surplus de- 
rived from all three sources, but mainly 
from the interest on her foreign invest- 
ments which were probably worth not 
less than 5% billion dollars. As regards 
the surplus from the sale of her products 
and payment for services it is safe to say 
that it never exceeded 100 million dollars 
a year. But what is her position today? 
Most of her foreign investments have gone. 
Some were sold during the war, others 
have been seized as enemy property by 
the governments of the Allied and Asso- 
ciated Powers, and most of what remain 
have lost their value as in the case of 
the Russian investments. Her shipping 
has been largely confiscated, and she has 
been deprived of some of her most pro- 
ductive areas—Alsace-Lorraine, the Saar 
Basin, and the Polish provinces. All the 
sources whence an exportable surplus 
might have been drawn have been greatly 
impaired if not wholly destroyed. At 
no time was Germany’s exportable sur- 
plus sufficient to enable her to make the 
annual paymertts demanded under the 
London Ultimatum; it is entirely out of 
the question that she could do so today. 

But let us get a little nearer to the 
problem of Germany’s present capacity to 
pay from the surplus sale of her pro- 
duction. According to a recent statement 
by the Chancellor of the Exchequer in 
the House of Commons she has paid 
money and delivered property altogether 
to the value of about two billion dollars. 
Of this amount $1,645,000,000 represented 
the value of ships, coal, other payments 
in kind, property in ceded territories and 
local payments to Armies of Occupation. 
The amount in cash has been only $375.- 
000.000. And yet, with this comparatively 
small cash payment, observe what has 
happened. The mark has declined to 
less than one-seventieth of the value it 
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had when the obligation to pay was im- 
posed upon Germany by the Treaty of 
Versailles. The means of payment has 
been found by the sale of marks. After 
this experience it is difficult to believe 
that Germany has any surplus at the 
present time from the export of her 
products. 

There is a further consideration in 
support of this conclusion. It is beyond 
question that in the last three years 
Germany has made every effort to de- 
velop her external trade. The German 
workman, whose industry and efficiency 
are generally admitted, has been fully 
employed and the fac- 
tories have been active- 
ly at work all over the 
country. The decline in 
the mark, which at 
every stage has been 
much greater in the ex- 
ternal than in the in- 
ternal value, has afford- 
ed a very considerable 
advantage to the Ger- 
man exporter, so much 
so indeed that there is 
hardly anywhere a 
manufacturer, produc- 
ing goods for export, 
who does not complain 
of German competition. 
Nevertheless the Ger- 
man trade figures show 
that the exports, long 
after the immediate de- 
ficiency in essential for- 
eign commodities due 
to the war was made 
good, are still barely 
equal to the imports. 
The conclusion seems 
irresistible that Ger- 
many has no _ present 
capacity to obtain a sur- 
plus from the export of 
goods. 

I am not sanguine 
enough to believe that 
those who think they 
can extract from Ger- 
many enough money to 
enable them to meet the 
internal liabilities, 
which they themselves 
have incurred in restor- 
ing devastated areas, 
will be satisfied with the 
statement I have just 
made. At the recent 
Reparation Conference 
of the Allied Powers 
held in London pro- 
posals were made of 
punitive measures to 
be taken with the object of compelling 
Germany to make immediate cash pay- 
ments, a policy which could only have 
been advanced under the conviction that 
Germany really could pay. For my part 
I do not believe that it is within her 
power to do so, but let us suppose for a 
moment that she can. We have then to 
consider what the effect of this enforced 
payment would be upon international 
trade, and whether it would be to the 
advantage either of Germany’s creditors 
as a whole or of the rest of the world. 

If Germany could pay what is demanded 
of her, the only method of obtaining the 
money would be by increasing her ex- 
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ports. Now what are these exports to 
be? She is essentially a manufacturing 
nation. Her foreign sale of raw ma- 
terials is comparatively small. She is 
obliged to import food, and in conse- 
quence of the loss of a large part of her 
mineral lands she is compelled to import 
both iron ore and coal for the supply of 
her factories and furnaces. An increased 
exportable surplus could only be obtained 
by extending her sale of manufactured 
goods. To do this in the teeth of the 


competition of other manufacturing na- 
tions she must work longer hours for less 
wages, she must cut profits, she must 
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reduce her imports to the indispensable 
minimum. But her competitors will not 
consent to stand idle while they lose their 
trade. They will find themselves faced 
with growing unemployment and heavy 
trade losses. So far as German goods 
seek to invade their own domestic mar- 
kets they may endeavor to exclude them 
by tariffs, but in order to retain their 
hold on neutral markets they too will 
be compelled to reduce wages and cut 
profits. And thus Germany’s effort to 
extend her foreign trade must be con- 
fronted with the opposition of the whole 
manufacturing interest of the rest of the 
world, and could only be successfylly 
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countered by a general lowering of the 
standard of life. 

I know it is frequently alleged that the 
collapse of the mark with the accom- 
panying disorganization of the world’s 
trade might have been avoided if the 
German government had acted with firm- 
ness and good faith. It is said that 
Germany has intentionally depreciated 
her currency in order to induce her cred- 
itors to abandon their claims. We are 
told that her people are not adequately 
taxed and that if they were subject to 
the burdens borne in some other countries 
the government would be able to meet 
its liabilities. It is cer- 
tainly true that in my 
own country far heavier 
taxation is levied than 
in Germany, but I am 
inclined to think we 
are overtaxed and that 
overtaxation so far 
from fostering cannot 
fail to depress national 
production. But whe- 
thers I am! “right or 
wrong in that opinion I 
fail to see how addi- 
tional taxation can 
stimulate foreign trade 
and provide a large ex- 
portable surplus. The 
taxes would be paid in 
marks, and whether the 
marks are derived from 
avowed taxation or 
from concealed taxation 
through the use of the 
printing press, they are 
in neither case a cur- 
rency which would be 
accepted in discharge of 
foreign liability. 

In the actual condi- 
tion of Germany a for- 
eign sale of marks is 
an inevitable accom- 
paniment of the pay- 
ment of reparations. 
Except by such sale 
there does not appear to 
be any practicable meth- 
od for the government 
to obtain the necessary 
foreign currency other 
than by exacting it from 
exporters as a condi- 
tion of their receiving 
an export license. But 
the exporter, who often 
has external obliga- 
tions of his own to 
meet, does not want 
marks but dollars or 
pounds sterling, as the 
case may be, and forthwith sells the 
marks paid him by the government for 
the currency he needs. If we add to 
this regular sale in the course of busi- 
ness the further sale by Germans who 
mistrust the stability of their own cur- 
rency, we have a sufficient explanation 
of the stupendous drop in the value of 
Germany money. 


What Can Germany Pay? 


Let me come back now to the question 
of what Germany can pay. Certainly 
she can pay something, though not in the 
form or under the conditions it is now 
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sought to impose upon her. Many Ger- 
mans possess foreign assets, whether in- 
vestments or balances in foreign banks, 
and it would be a perfectly practicable 
proceeding for them to sell these assets 
to the German Government, who in turn 
could hand them over to the Reparation 
Commission. But it is an essential con- 
dition of such a transaction that the 
owners of the foreign assets should be 
willing to sell them; no government in 
the present situation of Germany could 
force a compulsory sale. How then 
could this consent be obtained? I have 
no doubt that if these assets could be sold 
for an assured profit the holders would 
be willing to dispose of them. It must be 
remembered that to a considerable extent 
they are the proceeds of sales of marks 
which have been flung by Germans on 
the foreign market under the well- 
founded apprehension that the pressure 
of reparation payments would rapidly 
depreciate their value. Relieve this pres- 
sure and the mark would immediately 
improve. It has still a far greater value 
in Germany than it has outside, and the 
German holders of foreign assets would 
have a clear advantage in selling them 
for. marks to their government. 


It is impossible to give any precise 
estimate of the total value of these as- 
sets, but I believe it would be safe to 
put them at not less than a billion dol- 
lars. Whatever the amount may be, 
however, Germany could pay it, provided 
the fall in the mark was arrested. More 
than that, I do not think she has the 
ability to find, at any rate for some years, 
and it would be a condition of this pay- 
ment that no more should be demanded of 
her for a long time to come. I believe 
that, looking merely at the amount to be 
received, the creditors would gain by 
abandoning the attempt to obtain other 
money payments for a period of at 
least three years, and I am quite sure 
the world as a whole would be an immense 
gainer in the general stabilization of ex- 
changes which would ensue upon an 
arrest of the fall in the mark. 


Answer Not Popular 


Before I leave this part of my subject 
there is one observation I should like to 
make. I have no wish to minimize the 
just claims of the Allies against Germany, 
and I recognize the serious political diffi- 
culties which stand in the way of their 
abatement. But no solution of the repa- 
ration is possible unless political consid- 
erations are subordinated to economic 
facts. What Germany can pay may not 
be a simple question, but it is a question 
capable of being answered. Unfortu- 
nately the answer runs counter to popular 
hopes, popular passions, and, more for- 
midable still, a popular sense of natural 
justice which prescribes that the defeated 
enemy who planned the war should make 
good the damage suffered by the victors. 
And so no authoritative answer is given 
while Europe slides into ruin. 

T have dealt at length with the repara- 
tion problem in an endeavor to show 
that a nation, except in so far as it has 
an exportable surplus, can only pay for- 
eign debt out of the wealth it has ac- 
cumulated outside its own country. If 


we pass now to the other international 
debts we have to recognize that the gen- 
eral argument is equally applicable to 
them all. Have the debtors an export- 
able surplus and what are their foreign 
assets? With regard to the latter ques- 
tion the only debtor possessing any large 
accumulation of such assets is England. 
Notwithstanding her immense sale of se- 
curities to the United States in the sec- 
ond and third years of the war, a sale 
which largely furnished the means of 
paying for the goods of all kinds bought 
by the Allies, England still owns sufh- 
cient foreign securities to cover her debt 
to the United States two or three times 
over. But neither France nor Italy has 
similar reserves of wealth, and I doubt 
whether either of them has sufficient to 
meet more than a trifling part of their 
foreign debt. 


Small Annual Payments 


There remains to be considered their 
exportable surplus in the ordinary way 
of trade. I shall speak later of the cir- 
cumstances in which an exportable sur- 
plus from production usually arises, and 
I shall give my reasons for thinking that 
nothing more than comparatively small 
annual payments can ever be made in this 
way. But it would be more convenient 
now to deal with an individual debt and 
I will ask you to consider the particular 
case of the debt from France to England, 
which I can speak about with more free- 
dom, as it is a debt in regard to which 
my own country is the creditor. We 
shall get a clearer view of it if we ex- 
amine the circumstances in which it was 
incurred. 3 


During the war France developed «an 
immense demand for goods of foreign 
production. As an increasing proportion 
of her man-power became engaged in her 
army, her capacity to supply herself was 
progressively reduced. She had no abun- 
dance of foreign securities with which to 
pay for her requirements and she could 
obtain the war materials indispensable 
for the maintenance of the fight in no 
other way than by borrowing the money 
to pay for them. Before the United 
States came into the war France had bor- 
rowed one billion dollars from the 
British Government, and this amount was 
subsequently increased to over, two and 
one-half billion dollars. The price of the 
goods bought by France was naturally 
high. Commodities produced to meet an 
urgent war need can never be cheap. But 
France was obliged to have the goods, 
whatever the price, and a great stimulus 
was given to American and British trade. 


Market Limitation 


Let us now reverse the process and im- 
agine France paying off this debt. She 
could only do so by producing goods and 
exporting them in very large quantities, 
far in excess of normal trade demands. 
If the general trade organization of the 
world permitted of the absorption of this 
additional French output, I have no doubt 
that her industry would be capable of the 
effort necessary to enable her to pay in- 
terest and sinking fund on her debt. But 


would there be any willingness to receive 
the goods? Neither England nor any 
other country is prepared today to pay for 
and consume goods on an exceptional 
scale. The immense demand created by 
the war has no parallel in peace. And 
yet how is France to pay unless an ex- 
ceptional demand exists. The truth is 
that her debt is far too great in relation 
to ordinary international trade possibil- 
ities. It was incurred by the purchase 
of goods required in war and bought at 
war prices. It could only be discharged 
by the transmission of goods, not wanted 
in peace and sold at no less high prices. 
We became accustomed during the war to 
talk in billions. Our language was suited 
to the circumstances of the time, but, if 
we carry our minds back to 1914 and re- 
turn to the ideas appropriate to peace 
conditions, we shall recognize at once 
that France has no trade surplus or re- 
serves of accumulated and exportable 
wealth to enable her to meet her present 
external liabilities. 


There are, of course, conceivable, 
though I trust improbable, conditions in 
which the French debt to us might be re- 
paid. If we were at war and the call 
upon our men to line the trenches was 
such that many of our mines and fac- 
tories had to close down; and if France 
were at peace and at liberty to increase 
her output to the utmost of her capacity 
she might pour upon our shores war 
material and stores equal to the whole 
amount of her debt to us. But in what 
part of the globe is there a demand for 
this additional output in time of peace? 
The mere endeavor to extend her foreign 
sales to the necessary degree would dis- 
organize the trade of the world. We 
have seen the painful effect of an en- 
forced competition by Germany; we 
should experience precisely the same re- 
sults from a similar effort by France. 


Debts Too Great 


The inevitable conclusion is that these 
international debts are far too great for 
the capacity of any of the debtor coun- 
tries except England. She alone in her 
accumulated foreign investments has 
adequate resources with which to dis- 
charge her liability to the United States. 
Of the others, France has the greatest 
resources, but they are, I believe, quite 
insufficient to meet her obligations. The 


whole subject requires a rational recon- 


sideration by the creditors, who must 
keep steadily in view the immediate ef- 
fect of the payment of these debts on 
the general trade of the world. The 
creditor countries will obtain greater ad- 
vantage from trade prosperity, which 
will ensure future employment in their 
factories and workshops, than they can 
ever receive from the precarious pay- 
ment of these debts. In the last two 
years we have had experience of the 
effect upon foreign trade of tumbling 
exchanges and broken-down credit, and 
though the consequences may be more 
serious in England than in the United 
States, where foreign trade is compar- 
atively only a small part of the total 
trade, they are still grave enough in the 
latter country also to warrant the fullest 
and most careful consideration. 
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It may be objected that my argument 
appears to lead to the unpalatable con- 
clusion that no nation, unless it has ac- 
cumulated resources in the form of for- 
eign investments, can discharge external 
obligations to anything more than a com- 
paratively small amount. This is an ob- 
jection which goes to the very root of the 
question of international loans and forces 
us to a consideration of the real meaning 
of an exportable surplus. I cannot do 
more than touch upon it briefly now with- 
out stretching your patience beyond the 
limit of extreme good nature. 


England’s Creditor Experience 


It seems to me that the most compact 
form in which I can present the case is 
by calling your attention to the experience 
of England as a creditor country. For 
over two centuries British capital has 
been lent to other countries. Year by 
year England produced more than she 
either consumed herself or could ex- 
change for the products of other nations, 
and she could not obtain a market for the 
surplus unless she gave the purchaser a 
long credit. Foreign loans and foreign 
issues of all kinds were taken up in Eng- 
land and the proceeds were spent in pay- 
ing for the surplus production. British 
factories and workshops were kept in 
good employment, but it was a condition 
of their prosperity that a part of their 
output should be disposed of in this way. 
Taking the aggregate of the transactions, 
British creditors have received a good re- 
turn on their investment, but the ability 
of the debtors to pay has been dependent, 
speaking generally, on the development 
of their country being fostered by the 
receipt of further loans. If we take the 
whole field of British foreign invest- 
ment we shall find that every year Eng- 
land has returned in loan more than she 
received in interest, and the balance oi 
the world’s indebtedness to her has been 


steadily growing. 


Keep on Loaning 


_From this view of loans made to for- 
eign countries they might seem at first 
sight to be somewhat unremunerative. If 


_the creditor has to go on lending in order 


to be paid the interest on previous loans, 
a bad debt would appear to be the only 
possible end to the business. But this is 
by no means the case. While this con- 
tinuous lending has been true in the past 
in the aggregate of foreign loans, it is 
not necessarily true in any individual in- 
stance, nor does it follow that it will 
always be true of the loans as a whole. 
In our experience as bankers it is not 
uncommon to see loans to corporations 
and firms justifiably increasing in amount. 
The borrower may show by the growth 
of his business and expanding turnover 
that such advances are thoroughly war- 
ranted, and in spite of his greater total 
of indebtedness his credit may be improv- 
ing and his balance-sheet may disclose 
an increasing surplus. What is true of 
an individual or corporation may be true 
of a country, but on a larger scale and 
viewed over a much more extended period 


of time. The life of an individual or 
even of the most successful company 1s 
as nothing compared with the life of a 
nation. Take the case of your own 
country. The United States has been the 
greatest external borrower in_ history. 
You required foreign capital for your 
internal development and you took from 
England alone not less than three billion 
dollars. It is estimated that at the time 
of the outbreak of the war your external 
debt had become stationary in amount, 
and that your exportable surplus of com- 
modities sufficed to pay the whole of the 
interest. Repayment of the capital, how- 
ever, would have been beyond even your 
capacity for a very long period had it not 
been for the opportunity afforded by the 
war. As you know there arose then- an 
inexhaustible demand in Europe for 
American goods which led to an immense 
increase in your exports. Payment for 
these exports was largely made out of 
the proceeds of the sale of the stocks 
and bonds held in England, and thus a 
capital liability which had been growing 
for over two centuries was almost en- 
tirely discharged in a few years. 

We see then that a debtor nation may 
in. certain circumstances pay off its for- 
eign debt with remarkable ease and ra- 
pidity. The indispensable condition for 
such rapid repayment is that there should 
be an extraordinary demand for its goods, 
a demand which is a natural accompani- 
ment of war but does not exist in peace. 
I cannot help thinking that there has been 
a general, though very natural, misunder- 
standing of the conditions under which 
international payments are made. In its 
present magnitude the subject is new. 
In the past we have been accustomed 
only to the discharge of comparatively 
small liabilities between nations which 
has been effected partly by the remittance 
of gold, and partly by an extension of 
export trade facilitated by a fall in the 
exchange of the debtor country, and it is 
not easy now to free ourselves from the 
ideas we have formed in the course of our 
past experience. Mistaken opinions on 
these economic questions are not surpris- 
ing, but they are causing grave disasters 
throughout the world. It is not many 
years ago—it is well within my own 
recollection—that a want of understand- 
ing of sound principles of banking led to 
repeated financial crises which were then 
believed to be inevitable. As they usu- 
ally happened at intervals of ten or 
eleven years many serious persons at- 
tributed them to the variations which 
occur in the spots on the sun. These 
spots may affeet the weather, and, 
through the weather, the harvest, but a 
wider knowledge of banking and of cur- 
rency requirements has taught us how to 
escape their malign influence on credit. 
A better understanding of international 


-trade and of the possible limits of inter- 


national payments will quickly enable us 
to find a remedy for the evils which now 
distract us. The public on both sides of 
the Atlantic is beginning to take a more 
rational view than was possible three 
years ago, and if the leaders of opinion 
direct our footsteps along the right path 
I believe the world is now prepared to 
follow it. 
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The Capacities to Pay 


To sum up: The conclusion to which 
I am driven is that Germany can only. 
pay now whatever she may have in for- 
eign balances together with such amount 
as she can realize by the sale of her re- 
maining foreign securities; that this pay- 
ment is only possible if all other demands 
are postponed for a definite period long 
enough to ensure the stabilization of the 
mark; and that future demands at the 
expiration of this period must be limited 
to the annual amount of Germany’s ex- 
portable surplus at that time. Further, 
that England has the capacity to pay to 
the United States interest and sinking 
fund on her debt; but that the other 
debtors are none of them in a position 
to meet more than a small part of their 
external liabilities, and in the existing 
condition of Europe a definite postpone- 
ment of any payment by them is desirable 
in the interests of all the parties. The 
actual amount which the other debtors 
could ultimately pay should, as in the 
case of Germany, be ascertained by in- 
quiry into their exportable surplus at a 
full and frank conference between cred- 
itors and debtors. 

It remains only for me now to thank 
you for the patience with which you 
have heard me. I have strictly confined 
myself to a consideration of the economic 
aspect of Reparations and International 
Debts, how they are payable, the general 
capacity of a debtor country to pay, and 
the effect of payment. If I have become 
convinced that an attempt to enforce pay- 
ment beyond the debtor’s ability is injuri- 
ous to the international trade of the whole 
world, lowers wages, reduces profits and 
is a direct cause of unemployment, the 
conclusion is founded solely on economic 
grounds and is uninfluenced by any polit- 
ical considerations or any regard to the 
moral obligations of the debtors. I know 
very well that there are other considera- 
tions affecting these debts, but these are 
matters of statecraft to be determined 
by the rulers of the creditor countries ac- 
cording to their view of wise policy, 
which covers many interests besides those 
of trade and finance. The fact that a 
debtor cannot pay does not of itself dis- 
charge the obligation. The debt may 
become the subject of negotiation and 
bargain by which if the debtor obtains 
relief, the creditor may still recover 
some advantage to which he may be justly 
entitled. But I conceive it to be the duty 
of bankers to help so far as they can in 
forming a sound public opinion upon the 
financial and commercial aspects of these 
international debts, and it is in pursuance 
of this duty that I have ventured to make 
these observations today. 


President McAdams here read the let- 
ter from A. W. Mellon, Secretary of the 
Treasury which was printed in the Oc- 
tober JOURNAL. 
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The Commerce and Marine Commission 


ters which were presented to the 

Commerce and Marine Commission 
for its consideration, and that naturally 
came before it in connection with the 
purpose which brought about its crea- 
tion, were such that it became necessary 
to divide the work among several sub- 
committees whose reports will be brought 
into this general report. 


Tits large number of important mat- 


Liaison With the Dept. of Commerce 


The Department of Commerce of the 
United States is constantly in receipt of 
cable and mail information from its vari- 
ous agents in the United States and 
throughout the world which could be 
made of tremendous value to bankers and 
business men throughout the country if 
placed before them in some systematic 
and simple manner. With the idea of 
accomplishing such distribution of in- 
formation, Hon. Herbert Hoover, Sec- 
retary of Commerce, instructed his heads 
of departments to cooperate with the 
Commerce and Marine Commission of 
the American Bankers Association in 
every way possible. Asa result, a liaison 
has been formed between the Department 
of Commerce and the Commerce and 
Marine Commission which has been func- 
tioning most satisfactorily and that has 
already brought, and is going to con- 
tinue to bring, most excellent results. 

“The Commerce Reports”. which are 
published by the Department of Com- 
merce are being studied carefully by a 
subcommittee of the Commerce and 
Marine Commission in conjunction with 
Dr. Klein and his Assistant Directors in 
the Department of Commerce, and it is 
rapidly becoming of very great impor- 
tance as a carrier of up-to-date and es- 
sential business information. It would 
be impossible to overstate the enthusiasm, 
and general desire, to be helpful in this 
work that has prevailed with Secretary 
Hoover and all of his department heads. 


Study on Conditicns in Russia 


Observing the need of more definite 
information concerning economic and 
political conditions in Russia and the 
variety of unreliable information current 
among American business men and com- 
mercial organizations on the subject of 
Russia, your Commission concluded to 
publish a document which would give as 
much accurate information as could be 
made available. 

Accordingly during the month of 
August the Commission published a 
brochure entitled “Russia, A Considera- 
tion of Conditions as Revealed by Soviet 
Publications.” The material was gath- 
ered from the files of the Department of 
Commerce and is based upon numerous 
translations from Soviet sources. It was 
at first proposed to print enough booklets 
for general distribution to all members 
of the American Bankers Association, 
but we later concluded not to broadcast 
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them in such fashion due to the expense 
involved. We, therefore, had a quantity 
printed which, it was considered, would 
cover the demand created by announce- 
ment of its publication. They were first 
distributed to members of the Commis- 
sion and to a selected list of individuals 
known to be interested in the subject. 
Copies were sent then to the larger gen- 
eral and economic libraries throughout 
the country and then to university li- 
braries. Since then, such institutions as 
the University of Chicago and Harvard 
University have requested further copies 
for use in classroom work in business 
administration courses. 

Copies were also sent to the secretaries 
of 1,500 business organizations in the 
United States and elsewhere, including 
the largest organizations of each industry 
in America. We have had numerous re- 
quests from members of the American 
Bankers Association for copies and we 
still have a sufficient number on hand to 
cover a reasonable demand. A digest of 
the pamphlet has been prepared by the 
Office of the Secretary and has since been 
published in the September number of the 
Journal of the American Bankers Asso- 
ciation. This study is unique, being the 
first work on the subject prepared with 
care from basic data divorced from 
propaganda of any sort and the Commis- 
sion has been widely commended for its 
publication at an opportune time. 


Pre-War Balances , 


When the United States entered th 
war many American interests, banks, 
corporations, firms and individuals had 
cash on deposit with banks in Germany. 
These funds were in German marks 
which were quoted at the time around 
17% cents each. 

Under the Treaty of Peace between 
the United States and Germany and in 
connection with the Treaty of Versailles, 
as referred to in such Treaty of Peace, 
these mark deposits are clearly a prior 
lien to reparations. The Allies have ad- 
mitted such prior lien in effect and mark 
balances due the nations of the other 
Allies have been partly collected by them 
through the clearing houses established 
under the Treaty of Versailles. These 
collections have been made on the basis 
of the gold mark as the German mark 
was close to par when the war broke out 
in August, 1914. 

American holders of pre-war mark 
balances in Germany have never been 
able to obtain payment even though their 
rights under the two treaties mentioned 
are clearly defined. Individual efforts to 
effect a settlement having failed to bring 
results, the Commerce and Marine Com- 
mission took up the matter and advised 
interested bankers that they would make 
a presentation of the whole situation in 
principle covering such total amount of 
mark balances as were filed with the 
Commission for this purpose. 

Bankers generally throughout the coun- 


try responded to this offer and mark 
balances amounting to many millions of 
marks were registered with the Com- 
mission, 

In order to make a proper presenta- 
tion of the matter to the State Depart- 
ment, it was found desirable to have the 
advice of an attorney. The Commission 
was particularly fortunate in obtaining 
the services of one of the best Inter- 
national lawyers in the United States, 
Chandler P. Anderson, who, realizing that 
the Commerce and Marine Commission 
represented a voluntary organization 
which had taken up the matter on prin- 
ciple, and without any possible pecuniary 
advantage to itself, agreed to cooperate 
with the Chairman of the Commission 
for the good of the Association without 
remuneration. 

A brief was prepared by Mr. Anderson 
and he accompanied the Chairman of the 
Commission to make a presentation of 
the matter to the Secretary of State, who 
took the question under advisement. Cer- 
tain decisions have been rendered and Mr. 
Anderson is now in Europe where he 
expects to continue the negotiations, 
which, it is hoped, may open the way to 
the collection of the pre-war balances 
due American interests as soon as the 
economic situation makes it possible. 

It is essential that all sources of fric- 
tion between the nations that were caused 
by the war be removed as rapidly as 
possible and the Commerce and Marine 
Commission, in taking up the question of 
the pre-war mark balances due American 
banks and others had this thought in 
mind, feeling that a successful settlement 
of this question would be of.value to all 
American citizens as well as to those 
directly concerned. 


Austrian Balances 


The President of the Austrian Bank- 
ers Association advised the Commission 
that Austrian bankers are willing to | 
make a settlement of pre-war Austrian 
balances due American bankers on a 
basis of 10 per cent of their pre-war 
value (about 10 cents each when the 
United States entered the war), although 
they are not bound to do so by Treaty 
or otherwise. This suggestion has now 
been made by letter direct from the Aus- 
trian bankers to each individual Ameri- 
can depositor. Even though this means 
the payment of a sum many times larger 
than the present value of the Austrian 
krone, the Austrian bankers felt that an 
offer on their part of settlement on this 
basis would so serve to show their good 
faith that they would be warranted in 
making payment on this basis even though 
the Austrian finances are in such a de- 
plorable condition. 

Whether American bankers interested 
care to accept this offer of the Austrian 
bankers is entirely a matter for their in- 
dividual consideration and the Commerce 
and Marine Commission did not feel 
warranted in making any recommenda- 
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tion, although they have acknowledged 


the letter of the Presidént of the Aus- 
trian Bankers Association and expressed 
their appreciation of the attitude of the 
Austrian bankers. 


Cable Codes 


A number of institutions having re- 
ported the loss of cable codes which had 
been lodged with their correspondent in- 
stitutions in Hungary by reason of their 
having been confiscated during the Bol- 
shevik régime, your commission under- 
took to enlist the assistance of the State 
Department and the Department of Com- 
merce in the recovery of these codes 
which, besides being highly confidential, 
are also of considerable replacement 
value. 
yet borne fruit, but we expect to obtain 
the restitution of these codes. 


Exchange of Banking Representatives 


At the meeting of the Commission held 
on May 8th, it was resolved ‘‘to appoint 
a committee of three to investigate and 
report upon a plan under which an ex- 
change of banking representatives be- 
tween the United States and South 
American countries might be undertaken 
for the purpose of bringing about a 
closer commercial understanding.” This 
report will not be presented at this meet- 
ing by reason of the fact that it has not 
been found possible to complete the work 
upon the plan. We are, however, in 
communication with certain of the South 
American governments and hope to pre- 
sent a report at.a later meeting of the 
Commission which will treat of this 
matter at length. As the plan is presently 
unfinished, it would be premature to go 
into details thus far developed. 


Charts 


In cooperation with the National In- 
dustrial Conference Board, the Commerce 
and Marine Commission have had a series 
of charts prepared aimed to bring to- 
gether in a concise and graphic manner 
the principal elements in the economic 
problems which are before the world 
today for solution. It was felt that a 
much clearer understanding of the funda- 
mentals of the present situation could be 
obtained by bankers throughout the coun- 
try by this means than in any other man- 
ner of presentation possible. It is hoped 
that it may be found practicable to re- 


duce the charts to pamphlet form for 


distribution to bankers desiring them and 
the National Industrial Conference Board 
has agreed to work with the Commerce 
and Marine Commission in developing 
such a pamphlet. The notes which ac- 
company the charts, which have been 
placed in the lobby of the Convention 
Hall, are only leaders to enable a start to 
be made in ‘their study, but as the charts 
carry within them a tremendous amount 
of valuable information, it is hoped that 
bankers generally may be interested in 
going over them carefully. 


Financial Statement 
The. financial statement of the Com- 
mission is covered in full detail in the 


The efforts being made have not. 


Treasurer’s report and therefore nothing 
need be mentioned here except to say 
that the cost of the work carried on by 
the National Industrial Conference Board 
in connection with the preparation of the 
financial charts already referred to in 
the report, could not be ascertained in 
time to have the bill go against this 
year’s appropriation, and it will there- 
fore have to be paid out of funds to be 
allotted the Commission this coming 
year. The large credit which the Com- 
mission was able to turn back to the 
Treasurer, as shown in the Treasurer’s 
report, will therefore be reduced by this 
amount in determining the cost of the 
work of the Commission for 1922. 

Reports to Chairmen of Sub-Commit- 
tees of the Commission : 


Merchant Marine 


American Merchant Marine, by Milton 
FE. Ailes. 


“Under date of July 12, 1912, a Com- 
mittee of the Commerce and Marine 
Commission was designated to consider 
and report upon the subject of granting 
reasonable government aid to the Ameri- 
can Merchant Marine, and to cooperate 
with the Chairman of the United States 
Shipping Board in such manner as de- 
veloping conditions should justify. This 
committee now has the honor to submit 
the following report: 


“The United States finds itself in pos- 
session of a large fleet of vessels built 
as ‘the result of wartime emergency. 
With these vessels the United States 
Shipping Board is now maintaining ade- 
quate transportation under the American 
flag, but with disadvantages as to types 
of vessels employed and only at great 
cost to the public treasury. 


“Tt is well recognized that the, United 
States has reached a point in its indus- 
trial and commercial development where 
increase in foreign trade is essential to 
the marketing of surplus. agricultural 
products and manufactured goods. If 
producers were to depend altogether on 
domestic consumption, it is believed that 
there would be a recurring demoralization 
of prices, due to overproduction., To a 
considerable extent, therefore, a stabilized 
prosperity depends upon adequate trans- 
portation guaranteed against interruption 
by the carriage under our own flag of the 
greater part thereof, 


“Government ownership and operation 
of the fleet, in the opinion of your com- 
mittee, is impracticable, as well as costly. 
A recognition of this fact has led to the 
policy of attempting to sell into private 
ownership the vessels which constitute 
the government fleet. No ready market 
has been found for these vessels because 
of the high cost of operating ships under 
American registry, and besides it is gen- 
erally recognized that the war-built fleet, 
although large, is not adequate for the 
proper carriage of our foreign trade, 
through lack of many important types of 
vessels; nor does this fleet assure to the 
United States the possession of vessels 
suitable for use as naval auxiliaries in 
time of war. It is further recognized 
that there is need of such types because 
of the action taken by the nations of the 
world in limiting their naval strength, 
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and these desirable types of ships are not 
now being built because of the cost of 
construction in American shipyards. 


“Your committee believes, therefore, 
that as a necessary step in the develop- 
ment of our foreign trade essential to 
national prosperity the government fleet 
should be sold to private operators, and 
that such steps should be taken as would 
lead to the building of those types of 
vessels which our merchant marine now 
lacks, and which should be built with a 
view to use as naval auxiliaries in case 
of war. 


“Your committee believes that these na- 
tional needs can be fulfilled only by ex- 
tending national aid sufficient to equalize 
the higher cost of constructing and oper- 
ating American ships. The United States 
Shipping Board, after a thorough study 
of the situation, has drafted, and the 
President of the United States has ap- 
proved, a Ship Subsidy Bill, a summary of 
which is attached to this report. 

“Your committee highly commends 
this bill to the American Bankers Associ- 
ation, and urges that it receives the full 
support not only of the Association but 
of all of its members as individuals, and 
that as individuals the members of the 
American Bankers Association lend their 
efforts to educate popular opinion to the 
a that Congress will enact the bill into 
aw. 


. “Your committee is advised that the 
Chairman of the Shipping Board will be 
pleased to communicate to the Associa- 
tion through its Commerce and Marine 
Commission, suggestions from time to 
time which developing conditions may 
warrant.” 


The sense of the Commission regarding 
this matter was that the report should be 
given to the Resolutions Committee with 
approval in principle, but without recom- 
mendation at. the moment as to any spe- 
cial bill that might be placed before Con- 
gress: 


Warehouse Act 


Report of the subcommittee on the 
value of the United States Warehouse 
Act by Robert F. Maddox: 

“Realizing the great importance of en- 
abling the farmers to market their crops 
more orderly and in closer relation to 
the consuming needs of the country, your 
commission has deemed it appropriate to 
consider and comment briefly upon the 
U. S. Warehouse Act passed by Congress 
in 1916. 


“This Act was passed to give to ware- 
house receipts covering .cotton, grain, 
wool and tobacco government sanction 
and supervision, and prescribed rules and 
regulations under which they could be 
issued to give these receipts added value 
as collateral, thus permitting the farmer 
to more easily secure loans from banks 
and to hold his product until he wished 
to sell. Very little was accomplished by 
the Act until the early part of 1921, but 
since then, the Act has been. better ap- 
preciated, and proven to be of great 
help to both banker and farmer. 

“Up to September, 1922, there were 687 
warehouses in all parts of the country 
which had accepted the provisions of the 
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Act and were issuing warehouse receipts 
showing weights and grades under the 
U. S. standards and bonded as the law 
required, as follows: 


Number Kind of Warehouse Capacity 


369 Cotton 1,895,000 bales 
248 Grain 14,507,747 bushels 
19 Wool 24,130,250 lbs. 
51 Tobacco 225,000,000 Ibs. 


“These warehouses for the most part 
are located directly in the producing areas 
and therefore directly serving the farmer 
and giving the receipt local value as well 
as making it more desirable collateral in 
the money centers 
and providing a 
wider field for its 
usefulness. 

“The rapidity with 
which the coopera- 
tive marketing asso- 
ciations are being 
organized through- 
out the country and 
the variety of prod- 
ucts which are now 
being brought into 
this new selling plan 
is making it neces- 
sary to give the 
warehouse receipt 
more careful consid- 
eration by both 
banker and farmer. 

“The US. Ware, 
house Act is just 
now coming into 
its own and the pro- 
ducer, the banker 
and the public 
generally will be 
materially benefited 
by this piece of leg- 
islation. Certainly it 
has opened a great 
deal of credit to the 
producer, which he 
would not otherwise 
have had and it also- 
guards the interests 
of those who make 
loans with warehouse 
receipts covering ag- 
ricultural products 
as collateral. 

“Your committee 
wishes to commend 
the Act to your con- 
sideration and _ be- 
lieves its many ad- 
vantages will be of 
growing benefit to 
the country.” 

The sense of the 
Commission, after 
hearing Mr. Mad- 
dox’s report and his further remarks con- 
cerning it was that the United States 
Warehouse Act has developed a system 
of real value. to the country and the 
Commission recommended that action be 
taken to extend knowledge of the system 
to bankers generally. 


Thrift Plan 


“The sub-committee appointed to con- 
sider and report on a plan to encourage 
thrift among employees of industrial in- 
stitutions has had before it many plans 
which have been in operation in industrial 
concerns throughout the country. There 


can be no doubt that a thrift plan ap- 
proved by the banks of the country will 
be welcomed by employers generally and 
the sub-committee feels that it is highly 
important that a well considered plan 
should be worked out and distributed 
among industrial depositors by banking 
institutions. In order, however, to avoid 
any feeling that the banks are actuated 
by self interest in putting forward a 
thrift plan, the sub-committee believes 
that before any action is taken by the 
American Bankers Association the co- 
operation of national organizations such 
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as the United States Chamber of Com- 
merce and the National Manufacturers 
Association should be secured so that the 
final plan can be advanced as the joint 
product of banking and business. Thrift 
plans now in operation fall into two 
principal classifications. The first utilizes 
the facilities of the employer, provides 
for the collection of savings each week 
by the company cashier through a de- 
duction from the pay check and gives 
each employee a separate account in the 
bank where the thrift savings are de- 
posited. 

“The second plan places upon the em- 


ployers themselves the responsibility for 
collecting the savings through some des- 
ignated representative which savings are 
then deposited in a single account. The 
employer’s only contribution under this 
plan is to allow the designated repre- 
sentative to operate within the institu- 
tion during working hours. 

“Your sub-committce recommends that 
the Commerce and Marine Commit- 
tee authorize the sub-committee to get 
in touch with national commercial organ- 
izations to secure their aproval of one 
or the other of the many plans which 
have been under con- 
sideration, to the end 
that your sub-com- 
mittee may report 
back to the Com- 
merce and Marine 
Committee at a later 
meeting when the 
final plan, which has 
the approval of these 


commercial organi- 
zations, may be sub- 
mitted.” 


The Commission 
authorized the com- 
mittee to carry out 
its recommendation. 


Transit Zones 


Report of the 
Sub - Committee on 
“Establishment of 
Transit Zones in the 
United States,” by 
Daniel G. Wing. 

“At the last meet- 
ing of the Commis- 
sion on Commerce 
and Marine May 8, 
at White Sulphur 
Springs, a resolution 
was adopted provid- 
ing for the appoint- 
ment of a committee 
to consider the es- 
tablishment of ‘free 
ports’ for the re-ex- 
port of commodities 
from the United 
States. 

“The committee 
appointed, in persu- 
ance of this resolu- 
tion, has given study 
to the matter and the 
following report, be- 
ing its conclusions in 


Underwood & Underwood brief, is submitted 
for your considera- 
tion : 


“Briefly stated the 
institution known as a ‘free port’ is ‘an 
isolated, enclosed and policed area, in or 
adjacent to a port of entry, without resi- 
dent population, furnished with the neces- 
sary facilities for loading and unloading, 
for supplying fuel and ships’ stores, for 
storing goods and for reshipping them by 
land and water; an area within which 
goods may be landed, stored, mixed, 
blended, repacked, manufactured and re- 
shipped without payment of duties and 
without the intervention of customs off- 
cials. It is subject equally with adjacent 
regions to all the laws relating to public 
health, vessel inspection, postal service, 
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labor conditions, immigration, and, in- 
deed everything except customs.’ 

“History presents very clear evidence 
that the development of the great com- 
mercial nations of this and the preceding 
century has been due to a large extent 
to the institution of ‘free ports.’ British 
ports, for example, are counters, market 
places and clearing houses for distribu- 
tion of the diversified products of the 
entire world. Cargoes are brought to 
England and then reshipped to every 
- port on the globe. There are also a 
number of Continental cities, such as 
Bremen, Hamburg, Lubeck, Copenhagen 
and Antwerp which owe their wealth and 
importance, after geographical location, 
to the idea of ‘free ports.’ 

“Tt is entirely feasible for us to compete 
with these long established European 
ports by the extension of our present 
warehousing system and the establish- 
ment of a series of such ports on our 
seaboard. This would mean that the 
United States would then be in a posi- 
ion to supply the much desired mixed 
cargoes which our South American, 
African and Asiatic customers and pros- 
pective customers require, rather than 
simple ones which bulk too much of one 
or two commodities. 

“The ‘Free Port’ program in the 
United States has nevertheless developed 
considerable bitter opposition, some of it 
of a most uncompromising nature. The 
chief antagonism, however, appears to lie 
in nothing more serious than an er- 
roneous interpretation of the term ‘free’ 
as applied to ports. It has apparently 
been frequently construed as being in 
some way related to the doctrine of free 
trade and has consequently found itself 
with a ready-made phalanx of opponents 
at the very outset. With this in the 
mind the term ‘free port’ should be 
dropped as misleading and the more pre- 
cise appellation of ‘transit zone’ be 
adopted. 

““Transit zones’ in this country could 


be established with a very minimum 
amount of enabling legislation. Their 
creation would measurably hasten the re- 
establishment of a healthy American 
Merchant Marine; they would link the 
United States with South America, 
Africa and Asia by trade connections 
which would tend to promote friendly 
relations, supply an easier outlet and 
stimulate demand for American goods. 
They would enable merchants to meet 
the trade needs of other countries by 
supplying mixed cargoes. They would 
facilitate and cheapen re-exportation and 
by eliminating passage of material 
through the Customs House (unless ac- 
tually for sale or use in the United 
States), the handling of goods intended 
for re-exportation would be greatly ex- 
pedited. 


“Our many assertions to the contrary 
notwithstanding, the financial center of 
the world will never have been trans- 
planted to the United States until we 
can show facilities to compete with Lon- 
don as the consignment market and the 
‘middleman’ of the world. The establish- 
ment of our own ‘transit zones’ will 
bring to us an increasing share of inter- 
national commerce and exchange and will 
reinforce our banking and trade relations 
with other countries. Your committee is 
confirmed in its belief that in order to 
develop foreign trade of the United 
States it is desirable and necessary to 
establish a series of ‘transit zones’ and 
in conclusion your committee recom- 
mends adoption by the American Bankers 
Association of a resolution to be pre- 
sented to other bodies of influence in the 
public interest and to the Congress of 
the United States, as follows: 

“Whereas, It is the opinion of the American 
Bankers Association that the establishment of 
a series of ‘transit zones’ n the United States 


would tend to greatly increase the foreign 
trade of this country, and, 


“Whereas, This increase in trade will bring 


added wealth and prosperity to the people of 
the United States, and, 
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“Whereas, The friendly relations between 
the United States and the South American, 
African and Asiatic countries would be greatly 
strengthened, now therefore be it 


“Resolved, That the American Bankers As- 
sociation should urge before the Congress of 
the United States the advisability of legisla- 
tion to provide for the establishment of a 
series of ‘transit zones’ along our coasts.” 


The recommendations of the sub-com- 
mittee were approved by the Commission. 


Cancellation of War Debts 


Report of the Sub-Committee on “Can- 
cellation of the War Debts of the Allies, 
John McHugh, Chairman: 


Mr. McHugh developed a general dis- 
cussion as to the whole European situa- 
tion. While members of the Commission 
were seemingly unanimous in the belief 
that cancellation of the War Debts would 
be of tremendous economic value, yet 
there was a difference of opinion as to 
the advisability of making any statement 
regarding cancellation just at this time. 
The Commission, in view of Mr. Mc- 
Hugh’s statements, which showed con- 
clusively the serious conditions which now 
exist in Europe which will with certainty 
be reflected in the business of the United 
States unless they change for the better 
soon, instructed Mr. McHugh and the 
Chairman to prepare a statement for the 
Resolutions Committee expressing con- 
cern over the present European situation 
and giving importance to the position 
which the Inter-Allied debts hold in the 
commercial relations between the nations 
concerned and recommending that Con- 
gress extend the powers of the Debt 
Funding Commission so as to enable 
them to negotiate with better effect. 


Except for minor matters that con- 
stantly come before the Commission for 
consideration that are not of sufficient 
importance in themselves to warrant cov- 
ering in detail in this report, no further 
matters are before the Commission at the 
moment. 
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Industrial and Trade Conditions 


By FRED I. KENT 


Chairman, Commission on Commerce and Marine 


HE people of the United States of 

America from time to time are 

going to be obliged to render de- 
cisions through their government upon 
many phases of the great problems which 
confront the world today. If proper 
judgment is to be exercised, it is going 
to be necessary for the people to be able 
to follow contemporaneous economic his- 
tory with more or less intelligence. 

The bankers in the country will natur- 
ally be called upon in the future, as they 
have been in the past, to explain and 
interpret values of various economic 
phenomena because the nature of their 
business naturally fits them to understand 
such matters more readily than the aver- 
age of the public mind. With the hope 
of being able to place before bankers a 
picture of the general world conditions 
as they exist today, the Commerce and 
Marine Commission of the American 
Bankers Association, in cooperation with 
the National Industrial Conference 
Board, has had a series of charts pre- 
pared covering some of the principal 
economic movements which show the 
reason for the difficulties which now 
stand in the way of rational living in 
many countries and normal trade and 
commerce throughout the world. 


Money Cost of World War 


The first chart, “Money Cost of World 
War,” is based on the table on page 11 
of French Public Finance which was 
quoted by Lloyd George in his speech at 
the Conference of Finance Ministers held 
in London on August 7, 1922, where the 
estimated costs of the war expressed in 
dollars at par of exchange for foreign 
currencies 1s placed at $223,471 million 
pro-rated among the different nations as 
follows: 


Cost oF THE War, 1914-1919 


At par of 
To Entente Allies Currencies 
$ : 
Franice).t< Sv dans sean ere 37,588 
Tally sek ves erie ete eae 14,794 
Russia igtoyete does ciate ae 20,500 
Winited Kingd or fe sceeni eee 48,944 
Uintted “States> <<..anue Lhe recente 33,456 
Otheractive, participants, cae 8,50 
Botal-s. «va ersracicieteloucetee eee me eres 163,782 
Deduct Inter-Allied Loans........ 23,658 
INGEST otal! sever jorctearetie outers 140,124 
To Central Powers 

Germanyeks aedaott coe OE Ee 49,362 
Ad] other sc sinisia ete t meee ee 33,985 
Total scistis.cs we oe ev oie erent bie 83,347 
Grandi Lotaliyas onimctpines 4 223,471 


The chart is prepared from these fig- 
ures, but after they have been reduced 
to a pre-war basis by dividing the cost 
for each country for each year of the 
war by the wholesale price index number 
based on 1913 as 100 per cent. The gold 
or pre-war cost of the war thus arrived 
at is $84,045,000,000. Divided between 
the two war parties it shows that the 


cost to the Allied powers was $53,883,- 
000,000 and to the Central powers $30,- 
162,000,000. The chart also shows how 
these costs were divided among the 
powers including the amounts which 
each advanced in loans to other nations. 

Of the Allies, the expenditures of 
the United Kingdom at par of currencies 
and also on the gold basis come first 
in total amount. 

The United States stands second in 
actual expenditure, but in per capita ex- 
penditure she comes third. 

Ii the Inter-Allied loans were all paid 
the war would have cost the United King- 
dom the largest sum, France next and the 
United States third. 

The war cost the Entente Allies and 
the United States nearly 79 per cent. 
more than it. cost the Central Powers, 
although the Central Powers expended 
more per capita, $215 as against $112, 
while the Central Powers also expended 
a larger part of their pre-war wealth, 
2544 per cent. as against just a shade over 
12 per cent. for the Allied Powers. 

This cost does not include the property 
losses of France or other countries, nor 
the losses to England on account of her 
merchant shipping, due chiefly to Ger- 
man submarines, which latter amounted 
on the 1913 price basis to $1,300,000,000. 

The total figures representing the cost 
of the war, $84,000,000 000, carry very 
little meaning ih themselves because they 
are.so huge. Reduced to terms of the. 
total exports of the United States, this 
amount represents our trade for the past 
37 years, and in terms of the total world 
trade figured one way based on the fig- 
ures of 1913, it represents the entire 
world commerce for four full years. It 
must be borne in mind that these figures 


of total trade cover full values and not 
profits, and it is only from profits that 
savings can be made with which the in- 
debtedness incurred by the war can be 
extinguished. Some of these expendi- 
tures were met by taxes as the war went 
on as will be shown in another chart. 
This brings us naturally to a considera- 
tion of the Inter-Allied indebtedness due 
to the war. 


Chart 2—Inter-Allied Indebtedness 


Chart 2 has been prepared to show the: 


interlacing of the Inter-Allied Debts. 

These debts aggregate at par of ex- 
change about $25,000,000,000. Forty-five 
per cent. of this amount is due to the 
United States; about 39 per cent. is dfie 
to the United Kingdom; about 12 per 
cent. is due to France and about 4 per 
cent. is due to other nations. The United 
States and Great Britain are net cred- 
itors while France, Italy, Russia and 
Belgium are net debtors. The greatest 
debt of France is to the United States, 
although she owes Great Britain three- 
fourths as much. Her indebtedness to 
other nations has been materially reduced 
since the Armistice. Practically all of 
the indebtedness of the United Kingdom 
is to the United States and she has also 
largely paid down her indebtedness to 
other nations. Italy owes the most to 
Great Britain and about three-fourths as 
much to the United States and a com- 
paratively small amount to France and 
other nations. The indebtedness of Rus- 
sia is in great part to Great Britain al- 
though she owes France about one-third 
as much. 

In the table is included accrued unpaid 
interest due to the United States 


Inter-Nation Indebtedness in 1922, Due to the War of 1914-1918 
Converted Into Dollars at Exchange Parities 
(In dollars—000,000 omitted) 
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MONEY COST OF WORLD WAR -ADJUSTED 
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(FIGURES IN MILLIONS OF DOLLARS) 
TOTAL EXPENDITURES - $84,045 
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EXPENDITURES IF INTER- 
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INTER ~ALLIED INDEBTEDNESS 
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amounting to $1,423,000,000. The figures 
of interest for other countries are not 
separately given in their statements. 


Annual Interest Payments Required for 
Inter-Allied Debts 

Estimated at 5 per cent. the total 

amount required to pay interes on Inter- 


Allied debts would be $1,190,000,000. Of 
this amount there would be due to 


Winited States anim twin wes ciate $505 million 
Minited Kingdon. cscs eee. oF £90 
France... .. Fe edeena eerste eet LOO ag 


Other NBEO Myon aren Las 


and due from 
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In spite of the controversies which 
have been carried on in connection with 
the Inter-Allied indebtedness, there 
would seem to be no question but that 
there is the will to pay on the part of 
the principal nations concerned which 
carries with it more force than is popu- 
larly supposed to be true. On the other 
hand, even where there is the will to pay, 
a strong feeling exists that actual pay- 
ment will be extremely difficult for all 
nations involved and that it will delay the 
satisfactory working out of the present 
complex economic situation. It is ad- 
mitted by all sound thinkers that there 
should be no repudiation of the Inter- 
Allied loans, but there is a growing feel- 
. ing on the part of many that there should 
be a cancellation of the loans in such 
part as the war conditions, under which 
they were spent, would justify. 

There are only a few ways in which 
a nation can pay or obtain foreign ex- 
change with which to pay a foreign debt. 
These may be summarized as follows: 


1. The surplus of the value of exported 
goods over imported goods. 

_.2. The sale to foreigners of foreign secur- 
ities (bonds and shares) already owned in the 
debtor country. 

3. The sale of jewelry, works of art or other 
property, bank balances, etc., held abroad by 
citizens of the debtor state. 

4. The sale to citizens of foreign states, 
against foreign credits, of irremovable prop- 
erty of any kind—real, personal or. mixed— 
held within the debtor state. 

5. The sale of bank notes, state currency or 
state or municipal or corporate securities of 
the debtor state in foreign countries. 

_6. Freight or. passage money paid by for- 
eign countries for transportation in the ships 
of the debtor country. 

7. Net insurance premiums or foreign 
exchange profits from any other’ services 
extended the nationals of foreign countries, 
including expenditures of tourists. 

_8. Exchange created by remittances from for- 
eign countries to the nationals of the debtor 
country. 

9. The delivery of goods created (grown, 
produced, manufactured, etc.) within the 
debtor country to the creditor country against 
merely a book credit. 

10, The creation of public or private works 
within the creditor country by nationals of 
the debtor country supported by the debtor 
country, against book credit by the creditor 
country. 

We By shipment of precious metals. 


_ From a study of these items in connec- 
tion with the foreign trade of the nations 
concerned in the Inter-Allied indebted- 
ness, together with the various services 


which they ordinarily are able to render 
the nations of other countries, it is easily 
seen that if full payment of all the Inter- 
Allied indebtedness is to be demanded, we 
may find that we are asking the impos- 
sible, which, if true, will tend to hold 
back the economic recovery of all nations 
for an indefinite period. 

The Swiss delegates at the Genoa Con- 
ference said: 


“There is no hope of restoring the cur- 
rencies and re-establishing the economic well- 
being of Europe until the problem of inter- 
national debts has been boldly faced, * * * 
One country alone is purely a creditor, namely 
the United States of America. The majority 
are both creditors and debtors. Taking into 
account the reparation debt in so far as pay- 
ments have been made, certain countries have 
balances in their favor while others have a 
debit balance. The most heavily charged 
country is Germany. Many American financiers 
and business. men have realized that if 
America is again to find in Europe a customer 
with whom she may effect exchanges on a 
broad basis, as in the past, the European 
financial situation will have to be‘ stabilized. 
This process would be greatly facilitated and 
accelerated by the reduction or by the com- 
plete remittance of the debt owed to the 
United States by her war associates.” 


The Swiss seem to have struck the key- 
note of the whole situation in the above 
sentence, “If America is again to find 
in Europe a customer with whom she may 
effect, exchanges on a broad basis as in 
the past, the European financial situation 
will have to be stabilized.” 


U.S. Debt Refunding Commission 


The Debt Refunding Bill was signed 
by the President February 10, 1922. The 
bill provides as follows: 


“Subject to the approval of the President, 
the Commission is authorized to refund or 
convert and to extend the time of payment 
of the principal or the interest, or both, of any 
obligation of any foreign government now held 
by the United States or any obligation of any 
foreign RE ees, hereafter received by the 
United States (including obligations held by 
the United States Grain Corporation, the War 
Department, the Navy Department or the 
American Relief Administration) arising out 
of the World War into bonds or other obliga- 
tions of such foreign governments in sub- 
stitution for the coupons or other obligations 
of such government now or hereafter held by 
the United States in such form and of such 
terms, conditions, date or dates of maturity 
and rate or rates of interest and with such 
security, if any, as shall be deemed for the 
best interests of the United States; provided, 
that nothing contained in this Act shall be 
considered to authorize or empower the Com- 
mission to extend the time of maturity of 
any such bonds or other obligations due to the 
United States by any foreign government 
beyond June 15, 1947, or to fix the rate of 
interest at-less than 4%4 per cent. per an- 
num; provided further, that when the bond 
or other obligation of any such government 
has been refunded or converted as herein 
provided, the authority of the Commission 
over such refunded converted bonds or other 
obligation shall cease.” 


The authority of the Commissioners 
ends at three years from the date of the 
passage of the act, that is, on February 
10, 1925. The members of the Commis- 
sion are Secretary of the Treasury Mel- 
lon, who serves as chairman; Secretary 
of State Hughes, Secretary of Commerce 
Hoover, Senator Reed Smoot of Utah, 
Representative Theodore E. Burton of 
Ohio. 


Reparations 


This leads up naturally to the question 
of reparation payments, which, after all, 
represent nothing but governmental in- 
debtedness. Without analysis, the pos- 
sible desirability of cancellation of the 


indebtedness of Germany for reparations 
might seem to apply with the same force 
as in connection with the Inter-Allied 
indebtedness. Actually, however, they do 
not apply because the loss and suffering 
caused by the devastation wrought by 
Germany must be borne either by the Al- 
lied nations, where the devastation oc- 
curred, or by the people of Germany. 
Cancellation of all reparation payments 
would merely transfer the loss and suf- 
fering caused by the devastation from the 
German people to the French people and 
other Allies. If the devastation wrought 
by Germany could be fully restored 
through the wave of a magic wand, the 
world would be better off if all repara- 
tion payments were cancelled, except such 
as might be said to represent a proper 
penalty for wanton destruction. Unfor- 
tunately, the conditions are such that the 
cost of the devastation must be met either 
by Germany or by the Allied countries 
in which it occurred, and, as between the 
two, under the circumstances, there is 
only one choice and Germany must pay. 
Admitting this, the next element that 
enters into the situation is the question 
as to how much Germany can pay, and 
regardless of any desires which may exist 
as to what amount should be paid, there 
is unquestionably some certain point be- 
yond which payment is an impossibility. 
It must be admitted that it is difficult or 
impossible for the Allies to ascertain 
what this figure may be while Germany 
is in her present chaotic position. 

The morale of all the peoples of 
Europe, and it might be said of the world, 
is so broken from the war strain that 
there is a natural disposition in every 
country to feel that every other country 
is wrong in its attitude. This condition 
can only be corrected as greater sin- 
cerity is introduced in the negotiations 
between nations and politics are thrown 
into the background. 


Chart 3—Reparations—Amounts 
Claimed and Allotted 


The chart (No. 3) headed “German 
Reparations” shows in the first column 
the claims filed with the Reparation 
Commission by the various nations; and 
in the second column the gross amount 
allotted by the Commission, pro-rated 
as per the Spa Agreement. — 

It is important in considering the ques- 
tion of reparations clearly to bear in 
mind the fact that they do not include 
reimbursement for the costs of the war. 

By the terms of the Treaty of Peace 
signed at Versailles on June 28, 1919, 
Germany was obligated to make repara- 
tion as follows: 

To civilians for damages to person or prop- 
erty due to all operations of war by the two 
groups of belligerents wherever arising, to be 
compensated for in full. 

To prisoners of war for maltreatment and 
to allied governments for cost of assistance 
to prisoners of war and dependents. 

To members of the armed forces, victims of 
war and to their dependents,- pensions cap- 
italized on the basis of the French army scale. 

To families and dependents of mobilized 
persons—separation allowances, the amount for 
each year to be capitalized on the basis of the 
French army scale. 


In addition to reparation payments 
proper, Germany is obliged to pay: 


All costs under the armistice and treaty. 
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For food and raw materials furnished by 
the Allies. 

For costs of the Army of Occupation. 

These payments to be a charge prior to 
that for reparation. 


Reparations fall under three heads: 

First: Restitution of objects removed 
but still in being. 

Second: Reparation in kind for prop- 
erty destroyed. 

Third: Financial restitution. (This 
last is the form of restitution generally 
spoken of as “reparations.” 

The determination of the amount of the 
cash payment to be made was deferred 
to May 1, 1921, and was devolved upon 
the Reparation Commission, except that 
Germany was required before that date 
to pay 20 billion gold marks, to be cred- 
ited against the amount finally assessed. 

On February 12, 1921, the allied powers 
claiming reparations, filed claims with the 


Reparation Commission aggregating 
about 197 billion gold marks ($46,890,- 
000,000). 


In June, 1920, representatives of the 
allied powers met at Spa and agreed 
upon a percentage basis for the distribu- 
tion of the gross amount to be assessed 
against Germany by the Reparation Com- 
mission. ‘These percentages were as fol- 
lows: 

France, 52 per cent. 

British Empire, 22 per cent. 
Italy, 10 per cent. 

Belgium, 8 per cent. 

Japan, 34 per cent. 
Portugal, 34 per cent. 

All others, 6%4 per cent. 


On May 6, 1921, the Reparation Com- 
mission assessed the total amount to be 
paid at 132 billion gold marks ($31,416,- 
000,000). When the percentages allowed 
the Allies in the Spa Agreement were 
applied to the reduced total of repara- 
tions finally demanded from Germany, 
it resulted in an increase of 1/15 to the 
amount to be paid France, a decrease of 
5/15 to Great Britain, a decrease of 4/15 
to Italy and a decrease of over 5/6 of 
the original claims of all others. It must 
be borne in mind that these figures are 
only approximate as they had to be con- 
verted at varying exchange rates, but 
they show the situation in principle. 


Chart 4—Germany’s Obligations and 
Payments, 1918-1922 


The chart (No. 4) headed “Germany’s 
Obligations Under the Peace Treaty from 
Armistice to December 31, 1922” shows 
(a) the amounts required to reimburse 
advances made by the Allies, (b) the 
amounts chargeable to Germany account 
of the armies of occupation, and (c) the 
amount required to meet the charge for 
interest and sinking fund on the repara- 
tion bonds for the last six months of 1921 
and for the year 1922. The chart shows 
the amounts due under each head, the 
amounts paid, the amounts unpaid and the 
amounts deferred by permission of the 
Reparation Commission. There is also 
shown for the record the estimated 
but as yet unrealized value of former 
German state properties in ceded 
territories for which the new own- 
ers are obligated to account to the Rep- 
aration Commission, amounts finally re- 
ceived will be credited to Germany on 
reparation account. / 
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The chart shows that out of the $3,- 
199,000,000 due to December 31, 1922, 
$2,288,000,000 has been paid and the 
purposes to which such payments 
were put. The largest amount paid went 
for food and materials which had been 
advanced by the allied nations. Then 
comes the cost of the armies of occupa- 
tion for which payments have been made 
amounting to $850,000,000 and there is 
still due on this account $254,000,000 to 
the United States. Only $414,000,000 
is available for rehabilitation and the 
application of all of the sums for that 
purpose is doubtful. 

There will be no more cash payments 
this year, the Reparation Commission 
having indefinitely deferred the payment 
of 830,000,000 gold marks ($197,000,000) 
while the payment of a further 270,- 
000,000 gold marks ($64,000,000) on 
which Belgium has a prior claim has 
been deferred for six months—to Febru- 
ary or March, 1923. As to this latter 
amount, it is understood that Belgium 
will be paid at the end of the six 
months, but that Germany has arranged 
with the Reichsbank, the Bank of Eng- 
land and a Dutch bank to advance the 
amount against her notes, payable in 
eighteen months, the foreign banks to be 
secured by ear-marked Reichsbank gold. 

There is still due on 1922 account pay- 
able in goods, the sum of 1,512 million 
gold marks, less any payments in goods 
which may already have been made this 
year but not made public. 

Finally the Reparation Commisison has 
the already mentioned claim against the 
nations which received physical additions 
from territory formerly belonging to 
Germany for the value of the state pro- 
perties in these territories. These proper- 
ties are very roughly estimated to have a 
realizable value of 2,504 million gold 
marks ($596 million). 

While the rebuilding of the devastated 
regions should be carried out at the ex- 
pense of Germany, yet every effort pos- 
sible should be made to reduce the total 
payments which Germany must make. 
The costs of the armies of occupation are 
tremendous and much saving should be 
made in this item. If a new and final 
plan should be agreed upon for the pay- 
ment of reparations on basis possible to 
meet under conditions as they actually 
exist, and Germany accepted such plan 
with full intent to pay, there is reason to 
believe that the cost of the armies of oc- 
cupation might be rapidly reduced and 
finally eliminated. 

Consideration of the cost of the war, 
the Inter-Allied indebtedness and the Ger- 
man reparations leads up to the vital 
question of the taxation which is neces- 
sary to meet that part of the cost of the 
war which still remains unpaid and which 
is shown in the internal and external ob- 
ligations of the governments involved. 


Chart 5—Taxation—United States 


The first chart (No. 5) on taxation 
shows the growth of taxation in the 
United States from 1913 to 1920 and also 
the proportionate growth of the Federal 
state and local taxes. It will be noted 
that the increase in Federal taxation due 
to the war was almost immediately fol- 
lowed by an increase in state and local 
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taxes. Such increase was caused partly 
by the higher cost of living and partly 
from the psychological effect of huge 
Federal expenditures which naturally in- 
duced state and local governments to in- 
crease their budgets beyond what was 
actually necessary and without objection 
on the part of the people because spending 
had become rife throughout the country. 
Before the war, taxes levied by the na- 
tional, state and local governments 
amounted to $2,229 million in which the 
Federal government figured to the extent 
of 30.6 per cent.; by 1919-1920 the na- 
tional tax bill had grown to $8,918 mil- 
lion, with 64.3 per cent. of Federal origin. 
In 1920-1921 the total tax burden fell to 
$8,489 million due to the decline of the 
Federal revenues; state and local burdens 
showed, however an increase of 28.8 per 
cent. over the preseding year. This ex- 
pansion in state and local expenditures 
constitutes a very real danger against 
which this country must be on its guard. 


Chart 6—Taxes and National Income 
Per Capita—United States 


The next chart (No. 6) shows taxation 
in relation to national income also in the 
United States. The variations in both 
the national income and total taxation are 
on a per capita basis and cover the 
period from the beginning of the 
World War. While the national in- 
come has been growing, the tax burden 
has increased much more _ rapidly, 
with the result that in the latest year 
taxes (national, state and local combined) 
represented 14.7 per cent. of the national 
income as compared with 6.4 per cent. in 
1913-1914. In view of the fact that the 
bulk of governmental expenditures paid 
out of taxes constitute a diversion of na- 
tional funds into unproductive channels— 
such as the maintenance of the military 
and naval establishments, interest on the 
war debt, pensions, soldiers’ relief, etc.— 
the situation thereby created is a serious 
one from the standpoint of national wel- 
fare, although in so far as pensions and 
relief for soldiers are concerned, it is an 
expense that the nation willingly bears. 

The value to the United States of the 
President’s veto of the bonus bill is 
clearly shown in this chart. 


Chart 7—United States, United King- 
dom, France and Germany— 
Government Expenditures 


The expenditures for which taxation 
has already been raised or must be levied 
in the future are given in the next chart 
covering the United States, the United 
Kingdom, France and Germany. The 
chart (Chart 7) on national indebtedness 
shows the part of these expenditures 
which still remains to be paid. The 
increase in the proportion of the total 
expenditures made necessary by the 
war loans shown in the “debt charge” 
(that is interest on the public debt) 
which in all four countries practi- 
cally equals the present government ex- 
penditures for civil purposes, is a real 
object lesson in the viciousness of ex- 
cessive government borrowing and the 
way it increases taxation. It will be 
noted that the present “debt charge” in all 
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four countries is more than double the 
civil expense before the war. The expen- 
ditures of France for reconstruction, 


* which she hopes to recover from Ger- 


many, have also nearly equaled her civil 
expenditures. One exceptionally unfor- 
tunate phase of the German expenditures 
lies in the fact that the amounts ex- 
pended under the Peace Treaty, as shown 
in the chart, have so far accomplished 
practically nothing toward meeting the 
costs of the reconstruction in the devas- 
tated regions, but have gone in such 
large part toward meeting the costs of 
the armies of occupation. 


Chart 8—United States, United King- 
dom, France and Germany— 
Government Receipts 


These total expenditures by the four 
governments were met with funds obtained 
from loans and revenue, the relations 
between which are shown in the chart 
(No. 8) on governmental receipts which 
also covers the United States, Great 
Britain, France and Germany. It will be 
seen that promptly after entering the war 
the United States increased its taxation 
in tremendous percentage in addition to 
the huge amounts which it borrowed. The 
total revenue of Great Britain was raised 
every year from the opening of the war 
and its borrowing peak was reached dur- 
ing the war. In contrast to the action of 
Great Britain, it will be seen that both 
France and Germany obtained their funds 
to carry on the war entirely from borrow- 
ing, as their revenue decreased after the 
declaration of war. Since the Armistice, 
the revenue in France received from 
taxation, based on 1913 prices, has been 
increasing annually in large percentages, 
whereas in Germany, it has remained 
practically stationary. In both the Uni- 
ted States and Great Britain there has 
been a reduction of the national debt 
and revenue has overtaken borrowing, 
whereas in both France and Germany 
borrowing still continues and in large 
percentage through increases in the float- 
ing debts. 

While there is no question but that the 
methods pursued by the United States and 
Great Britain in filling their war chests 
were vastly better for these nations than 
the methods of France and Germany, yet 
it must be borne in mind that war is no 
respecter of economics and that prac- 
tically throughout the war there were in 
the hands of the enemy 6,000 square miles 
of the north of France from which nor- 
mally large amounts of taxes could have 
been obtained. Before the war there 
came from this section 74 per cent. of the 
coal mined in France and 92 per cent. 
of the iron ore and there was manufac- 
tured 81 per cent. of the iron, 60 per cent. 
of the steel, 80 per cent. of the woolen 
goods and 70 per cent. of the cotton goods 
produced in France. 


Chart 9—World Foreign Trade of 
Twenty Countries 


As the difficulties of carrying on for- 
eign trade that have developed since the 
war have played such a tremendous part 
in the economic troubles of Europe and 


as such troubles must be worked out 


largely through the re-establishment of a 
natural trade between the countries, no 
study of the present world economic sit- 
uation can give a clear idea of the prob- 
lems involved without a study of foreign 
trade. A chart (No. 9) has, therefore, 
been prepared of the world’s foreign 
trade covering twenty countries. 

In 1913 the aggregate value of inter- 
national trade as reported by the United 
States Department of Commerce was ap- 
proximately $41,392 million, of which 
the imports were valued at $21,540 million 
and the exports at $19,852 million, the 
difference being due to the C. I. F. valua- 
tion of imports and their stricter control. 
For the years 1920 and 1921 complete 
data are available for twenty countries, 
the combined trade of which in 1913 was 
valued at $31,593 million, representing 
76.3 per cent. of the total world trade. 
In 1920 the trade of these twenty coun- 
tries reached a value of $55,718 million, 
an increase of 70 per cent. over 1913. 
In 1921, it declined to $31,634 millon or 
approximately to its pre-war value. The 
figures of trade for the first two or three 
months of 1922 show that the world is 
still suffering from the effects of the war. 

A comparison by value shows that in- 
ternational trade in 1921 was about the 
same as in 1913. Not all countries regis- 
ter the weight of goods imported and 
exported. However, the figures avail- 
able for some of the leading countries 
appear to warrant the conclusion that the 
physical volume of trade in each of the 
two post-war years shown was only 
slightly larger than one-half the volume 
of trade in 1913 and that the increase of 
1921 over 1920 was insignificant. 

As stated by the Department of Com- 
merce: “The present conditions are still 
abnormal, being still under the shadow 
of the World War. A return to normal 
can hardly be expected until Europe has 
recovered, and the recovery will probably 
be slow. During the years from 1910 to 
1913 Europe furnished on the average 
49.6 per cent., or nearly one-half, of the 
United States imports, and took 61.7 per 
cent., or more than three-fifths, of the 
United States exports. These figures 
do not adequately express the importance 
of Europe to our foreign trade, for by 
taking 60 per cent. of the exports of all 
other countries Europe enabled those 
countries to purchase in our own markets. 
In 1920 our trade with our North Ameri- 
can neighbors and with the Far East 
increased relatively much more than our 
trade with Europe, and the share of 
Europe in our trade declined, although 
it has improved somewhat since then. In 
the nine months ended March, 1922, 
Europe supplied 32.7 per cent. of our 
imports and received 54.4 percent of 
our exports; Europe is still our best 
customer, but our imports from European 
countries are both absolutely and rela- 
tively smaller than eight years ago. 

“The European market is likewise of 
great importance for our competitors. 
European countries took 76. per cent. of 
the German exports in 1913, 82.4 per cent. 
in 1920, and 79.6 per cent. in 1921. The 
trade of the United Kingdom with Rus- 
sia and Germany in 1913 was valued at 
$1,016,491,000, representing 14.9 per cent., 
or more than one-seventh, of the total 
British trade. In 1921 British trade 


with Russia, Finland, the Baltic Repub- 
lics, Polsna, Danzig, Germany and Lux- 
embourg was only $359,539,000 or 4.9 per 
cent, of the total, and 30 per cent. of that 
trade was represented by transit goods 
and re-exports of foreign merchandise. 
These figures explain why the British 
merchants lay so much stress on the 
economic rehabilitation of Russia.” 

In order of importance in 1921 the 
percentage of total trade of the twenty 
countries converted into dollars at 
average rate of exchange was as follows 
in 1921, 1920 and 1913: 


TWENTY COUNTRIES 
1921 
EG. 
1921 1920 1913 1913 
United Kingdom. 23.08 23.80 21.62 107 


United States.... 22.11 25.14 13.54 164 
iam Ceuemrt str et 10.63 10.06 9.35 114 
Creer hiany e foc. vies GOP O.430 19.72 roo 
Gana dase eee S/n A SOmnG Lo DEN eO 
piitvcituaa teeect et evarete: cae AGE. CMY AAiby. Ze 
British India..... AAA 4 oO 
Belorussian enters 405 2.99 5.05 80 
Netherlands ..... OFLC eae 
PNES enitINAy see dee 3.02,63:145 "3.10". 97 
PAaistraliai yer 2.97 1.94 2.34 127 
Nine Other 
Geuntriest-sen 11.12 11.41 10.34 
100.00 100.00 100.00 
British DomMINIons AND U. K. 
(Ganacamwny acini. EE AWENO) Sis MaVAS) 
Bettishelindia se. Aa /ee 44 7 ee OO 
PNIiSt halla) eld ncaeeys ZO O42 34 127 
New Zealand..... MOOS 0%/Sian0 6Om1G6L 
Wey ptmenet ciomiane 1.22 1.34 0.94 131 
Union of South 
IN EGICAME yaoi an ate 0.94 0.96 1.04 91 
14.93 13.81 12.90 
United Kingdom. 23.08 23.80 21.62 107 


38.01 37.61 34.52 


It is interesting to note from this chart 
the wonderful showing of the United 
Kingdom, which in 1913 had 21.62 per 
cent. of the world’s trade, and in 1920 
23.80 per cent., and in 1921 23.08 per cent. 

The trade of the United States, which 
was only 13.50 per cent. of the total in 
1913, increased in 1920 to 25.14 per cent., 
but dropped back in 1921 to 22.11 per | 
cent. 

France also shows an increase in its 
portion of the world’s trade from 9.35 
in 1913 to 10.06 in 1920, and again in 1921, 
when it was 10.63 of the total. The trade 
of Germany, on the other hand, fell off 
from 15.72 per cent. in 1913 to 5.43 per 
cent, in 1920, but increased slightly in 
1921 to 6.07. The trade of the Nether- 
lands fell off proportionately as its trade 
is normally made up in large part from 
the trade of Germany which passes 
through it. Japan shows a slightly bet- 
ter condition both in 1920 and 1921. 

The dependence of the United States 
upon its foreign trade to take care of its 
surplus capacity to produce and manu- 
facture is so great, that in addition, from 
the standpoint of our need to humanity, 
is the very positive need in America of 
the prompt restoration ,of the buying 
power of Europe. . 
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Chart 10—Foreign Trade—United 
States Geographical Distribution 


The first chart on our own foreign trade 
(No. 10) covers that of the United 
States by grand divisions. Particular 
attention is called to the growing increase 
in imports among European countries. 
It is very doubtful if the people of the 
United States realize the tremendous 
proportion of our exports which go 
to Europe, which is shown so clearly 
in the chart. 

The relative importance of Europe is 
found to be going down, however, be- 
cause of her loss of buying power, and 
whereas 55 per cent. of our total trade 
was formerly with Europe, it was in 1921 
under 45 per cent. The North American 
group, which was next in importance 
before the war, and produced about 24 
per cent. of our total trade, has gone up 
to nearly 27 per cent. Trade with the 
South American Group has held un- 
changed at 8 per cent. of our total trade. 
On the other hand, our Asiatic and ocean- 
ic trade has considerably increased, going 
up from about 12 per cent. of our total 
trade to nearly 19 per cent. 

The decrease in value of exports and 
imports since 1920 was due to decrease 
in prices as well as decrease in actual 
volume. 


Chart 11—Value of Exports and Im- 
ports—United States, 1914-1922 


This chart (No. 11) shows that since 
August, 1914, exports have at all times 
exceeded imports. 

The total value of net exports of mer- 
chandise from July, 1914, to June, 1922, 
inclusive, was about twenty-one billions 
of dollars. This amount has been paid 
for by loans of the United States gov- 
ernment to foreign governments, by im- 
portation of specie (gold and silver), and 
by the so-called invisible items—money 
sent home by foreigners in the United 
States, money spent by American tourists 
abroad, payments for shipping on foreign 
vessels, etc. The balance which has not 
been paid for—the “Unfunded Balance”— 
has been roughly estimated by the Fed- 
eral Reserve Board as approximately 
$3,400,000,000 on January 1, 1922, but 
Professor Williams of the Harvard 
Economic Service believes this to be too 
high an estimate. He places the amount 
due on balance for 1921 as under one 
billion dollars. 

In this chart it is interesting to note 
the. general parallel trend, which shows 
as it does the tremendous force which the 
necessity for our exports exercised to 
build up our imports in spite of the 
almost insurmountable difficulties with 
which the-nations of Europe were con- 
fronted in producing a surplus for 
export. This was also shown in the 
previous chart. The effect upon foreign 


trade of the crash in prices of com- 
modities in 1920 is clearly shown 
through an almost perpendicular drop 
in exports and imports during a period 
of a few months. 

The history of the war and its effects 
are wonderfully shown in the portion of 
the chart covering “net exports and im- 
ports.” It first shows the demand of the 
Allies for goods before the United States 
entered the war, together with the in- 
creasing difficulty which they had in mak- 
ing payment for such imports with their 


' own exports until, in spite of their neces- 


sity, their imports from us dropped just 
before the United States declared war, 
after which there was an immediate in- 
crease in our exports made possible 
through the loans which we made the 
Allies. After the armistice came the 
great boom in world trade, together with 
vast purchases of food and raw material 
by European countries required because 
of the devastation of war until the peak 
of their ability to buy on credit was 
reached in 1919. Then for a time they 
could only buy as they could find goods 
to pay for their imports, which brought 
the net export total down immediately, 
until the break in commodity prices in 
1920 reduced the total values of both ex- 
ports and imports, resulting, of course, in 
a much smaller net export total. The 
inertia of our export trade was such 
that it continued for a time after 1920 in 
larger value than our imports, which 
were immediately curtailed because of 
the lack of markets which developed in 
this country. This condition naturally 
lasted only for a short time, and the bal- 
ance of trade in favor of the United 
States immediately worked to lower levels 
until now it is back to pre-war figures. 


Chart 12—Values of European 
Currencies 


One of the principal difficulties against 
which foreign trade has had to contend 
is the fluctuating foreign exchanges. 
These fluctuations have been caused by 
unbalanced foreign trade and inflation, 
and in order to qbtain a picture of infla- 
tion as it exists in Europe, a chart has 
been prepared in the form of a map of 
Europe in which the countries whose 
currencies at 75. per cent. or over of the 
mint part are in white, those between 1 
per cent. and 75 per cent. are shaded 
and those under 1 per cent. in black. 
Great Britain is the only one of the 
European countries which were at war 
whose currency is over 75 per cent. 


of par, the other countries in this 
class being the neutral nations of 
Europe, with the exception of Nor- 


way, where the depreciation is a little 
greater. France and Italy have controlled 
their currency inflation extremely well, 
although their floating debt has increased 
to difficult proportions. The countries 
under 1 per cent. include the Central 


Powers, Germany and Austria and their 
allies, together with Poland, Roumania 
and Russia, and the independent countries 
which were formerly included within the 
boundaries of Russia. 


The Duty of the United States 


With these charts in mind a more com- 
prehensive understanding of the eco- 
nomic situation of Europe and the United 
States, together with their trade rela- 
tions, can be obtained. 

A careful analysis of the economic 
forces which have resulted in the condi- 
tions which the charts portray carries 
with it the stern conviction that it is the 
duty of the people of the United States 
to identify themselves with the problems 
of reparations through representation 
upon the Reparation Commission, to use 
the trading force which they hold 
through the indebtedness of the Allies to 
the United States to cooperate with 
foreign governments in helping them 
control the destructive forces being ex- 
ercised upon them because of the broken 
morale of all peoples that has resulted 
in unbalanced governmental budgets and 
inflation that would otherwise have been 
unnecessary, and at the proper time, at 
the request of the Allies, to extend such 
credit to Germany on a basis of priority 
to reparations as will enable her to bal- 
ance her budget, stop inflation and help 
her meet reparation payments. Tke time 
for such action on the part of the United 
States has not yet arrived, as it is neces- 
sary for European statesmen to bring 
their countries into better agreement with 
each other and to eliminate the many 
needless sources of friction which still 
exist before credits can safely be ex- 
tended. But if the United States has the 
will to do its part when the misunder- 
standings in Europe have been sufficiently 
cleared up to warrant and this attitude 
is positively made known in Europe, it 
will have a tremendous influence in 
accelerating the development of condi- 
tions which will lead with certainty to 
the return of normal trade between the 
nations, with its many blessings to all 
people. 


Officers Elected 


Upon the report of R. C. Stephenson, 
president St. Joseph Loan and Trust Co., 
South Bend, Ind., chairman of the Nomi- 
nating Committee, the following officers 
were elected for the ensuing year: 

President, John H. Puelicher, presi- 
dent Marshall & Ilsley Bank, Milwaukee; 
First Vice-President, Walter W. Head, 
president, Omaha National Bank, Oma- 
ha; Second Vice-President, William E. 
ane, president Bowery Savings Bank, 
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Branches of National Banks 


Debate Opened by Andrew J. Frame in Opposition and by Waldo 
Newcomer in Favor of National Branches. The System in Canada 


and in Foreign Countries. 


Confronted by Competition of State Banks 


HALL national banks be prevented 
from establishing branches within 
their home cities where this privilege 

is exercised by state banks? 

There was keen interest in the conven- 
tion when the debate on the above ques- 
tion was reached and President Mc- 
Adams presented Andrew J. Frame, “the 
dean of all those who have opposed 
branch banking in America for so many 
years.” 


Monopoly vs. Democracy in Banking 


Mr. Frame: As I do not wear the 
ermine, I leave the law to take its own 
course. I speak only to upbuild the na- 
tion at large. 

To our mind, the paramount question 
before the American people today seems 
to be: Does the doom of the 30,000 in- 
dependent banks of the United States 
impend? The proofs seem conclusive 
that these banks have done more to up- 
build these powerful nation than all the 
cream-skimming monopolistic banks have 
done for other nations. If so, this na- 
tion’s greatest progress is at stake. 

Let us brief the case, from an earnest 
study of the “History of Banking in All 
Nations,” as well as other reliable authori- 
ties, and from a practical banking expe- 
rience in the United States for more than 
sixty years, wherein I have seen wildcat 
currency and wildcat banking expunged 
from all the states tolerating these ex- 
crescenses. In fact, in Wisconsin, as one 
of the chief sinners, I was chairman of 
a banking committee that drew the stat- 
ute which, thanks to our splendid bank 
commissioners’ administration of the law, 
has resulted in but three small failures in 
nineteen years, wherein a depositor has 
lost a dollar of his capital! I have also 
seen old-world banking recede from some 
independent banking freedom to monopo- 
listic banking, colossal failures and ap- 
palling losses to depositors, which should 
be object lessons to warn our statesmen 


_ to pause before handing over our destinies 


ie 


to the tender mercies of any autocratic 
banking power. May we ask, Has not 
autocracy and oppression wrecked the 
equilibrium of the whole world? We 
might concede that some small advantages 
May accrue to a favored few under 
branch banking, but, in the language of 
the immortal Lincoln, “the greatest good 
to the greatest number” would be prac- 
tically eliminated. There are some nat- 
ural monopolies. Surely, branch banking 
1s not one of them. 


Special Legislation 


Since 1916, when the American Bank- 
ers Association, after full discussion, with 
but two dissenting voices, “condemned 
branch banking in any form,” which reso- 
lution has never been reversed, the propa- 


gandists in the press have flooded the 
nation with such sophistical preachments 
as these: 

First: That branch banking serves the 
people better. 


Second: That under branch banking 
failures and losses to depositors are 
lessened. 

Third: That because a few of our 


states have granted to state banks largely 
in cities the special privilege to have 
branches, therefore the national banks 
should have some of the pork. 

In answer to Nos. 1 and 2, let us quote 
from the world’s history some astound- 
ing facts. Without going back to the 
destructive panics in Great Britain under 
its branch banking system from 1836 to 
1839-1847 and 1857, where, according to 
Henry Dunning MacLeod, “private banks 
stopped discounting altogether. When 
universal ruin was at last impending,” 
etc., permit me to quote by way of com- 
parison in later years: 

“Tn 1866, when Overend Gurney & 
Company failed for £10,000,000, the bank 
failures in Great Britain aggregated the 
stupendous sum of £50,000,000. 

“Tn 1878 three banks in Scotland, with 
some 200 branches, failed for £20,000,000 
with a deficit in assets about equal to the 
total losses to all the depositors of all 
the national banks of the United States 
since 1863. Our banking power averaged 
100 times these three banks. 

“Tn 1890 the Barings failed for £21,- 
000,000, but was liquidated by the London 
banks for fear of a general upheaval.” 

Thus in 1866, 1878 and 1890 liabilities 
totaled £91,000,000. According ,to the 


report of the Comptroller of the Currency ' 


in 1901, the total liabilities: 


1863 to 1901 of failed national banks . 
WAS.) kc oo ties ohare tiptoe Che meets $37,000,000 
1863 to 1898 of all other banks in 


the’ United "States. 0oesta see wsaee 44,000,000 


SE OOC DAT ORES Golds $81,000,000 


This is $50,000,000 short of British 
failures in the panics of 1866-1878 and 
1890 alone, not counting intermediate fail- 
ures for forty years. 

London’s last bank failure with 
branches occurred in December, 1920, with 
estimated losses of $14,000,000. 

The American Encyclopedia for 1893 
says of Australia: “Out of twenty-eight 
banks with 1,700 branches, thirteen of 
them, with 800 or 900 branches, failed in 
six months for £90,000,000. A morato- 
rium of five years was given in which 
to recover. Her banking power approxi- 
mated one-sixth of ours.” 

Are failures and losses less than under 
our systems? 

Again: Sir Edward H. Holden, in 1919, 
then chairman of the Board of Directors 
of the Amalgamated London Joint City 


Five Courses of Action for Nationals 


With Branches 


and Midland Bank, which had 1,300—now 
1,600—branches and $1,600,000,000 de- 
posits—now $1,800,000,000—pleaded : 


“1. These banking amalgamations have 
prevented panics and have put credit 
under trade and the empire. 


“2. Large and powerful banks are in- 
dispensable to raise £300,000,000 sterling 
to restore the industries after the war, 
etc.” 


Permit me to say, the net profits in 
1918 were 54 per cent. on the capital, or 
say 27 per cent. on capital and surplus; 
therefore, is branch banking philanthropic 
or what? The average profits of all 
national banks since 1863 approximated 
8 or 9 per cent. per annum. Mark this 
fact, that 1,600 branches submit for head 
office conclusions all loans over $500 be- 
fore action thereon. 


Some thirty years ago over 86 per cent. 
of Great Britain’s banking power was 
subject to, say, eighty central banks, 
which now through amalgamations is 
reduced to five. 

Less than ten great banks practically 
dominate the whole banking power of 
France and Germany. 

Are these not object lessons for our 
avoidance ? 


Canada 


In Canada some seventeen central banks 
—reduced more than one-half through 
amalgamations and failures in less than 
thirty years—now skim the cream from 
over 4,600 branches, leaving only the skim 
milk for the rural and suburban popula- 
tions. ‘Branches have no local stock- 
holders, no presidents or cashiers. They 
loan no money to farmers on mortgage. 
They practically pay no taxes and have 
figureheads for managers, subject to alien 
officers’ orders. The most serious objec- 
tion is practically no profits are distributed 
locally where they are made, thus impov- 
erishing the nation at large for the sole 
benefit of monopolizers in the great cen- 
ters. 

Official statistics clearly show that 
failures of banks and losses to depositors 
in Canada, compared with our national 
banking system, exceed ours several times 
over. ‘These facts are confirmed by at 
least one ex-manager of a big central 
bank in Canada in testimony before the 
U. S, Senate Committee as shown in the 
Monetary Commission reports. He says 
losses. are five to one in our favor. 
Canada has 3,000,000 square’ miles of ter- 
ritory. Her banking power is less than 
little Massachusetts alone. She is asleep 
compared to our progress. 

As to monopolization putting “credit 
under trade and the empire,” I respect- 
fully quote briefly from a long article 
some years ago in the Toronto Star: 
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Chairman of the Board, Waukesha National Bank, Waukesha, Wis. 


Canadian Branch Banking 


“Monster banking monopoly a leech 
at Canada’s throat, killing local industry, 
depopulating rural districts. Centraliza- 
tion of almost entire financial power in 
the hands of a few capitalists has resulted 
from our much vaunted banking system. 
Almost total extermination of local 
banks. Planting of a ‘branch’ to suck 
out local earnings, etc. 


“To this accursed system of concentra- 
tion of credit, the Dominion of Canada 
stands indebted for a contracted popula- 
tion of 7,000,000 in place of 25,000,000 
rightfully due it under decentralized sys- 
tems of banks, designed to sustain, to 
breathe the breath of economic life 
throughout the remotest as well as the 
most isolated of its parts, etc.” 


In a letter to me from the chairman 
of a Canadian Royal Committee ap- 
pointed to investigate branch banking, 
he said, “The great objection to the 
Canadian banking system is that it con- 
centrates the banking profits and influ- 


ence in two large cities, Montreal and 
Toronto. This also applies to all busi- 
ness—manufacturing, trading, insurance 
and mortgage loans.” His address before 
the Iowa State Convention last June is 
very illuminating. 

This indictment seems to be confirmed 
by Walter L. Baker, of Toronto, Canada, 
who has long been in practical banking 
in Canada and who lately published a 
book entitled, “Money Monopoly v. the 
Community Dollar.’ I commend its 
reading to any one desiring light. 

As time forbids, I will forbear from 
further quotations, except to say the inde- 
pendent banking system of the United 
States has sustained her wonderful de- 
velopment, has floated in the briefest 
time the most colossal loan campaign ever 
known, has upheld the credit of the great 
nations of Europe in the world struggle 
to the extent of eleven billions of dollars, 
to which we can add five billions on pri- 
vate account—our pre-war debts of say 
five billions are also paid and today we 
are a creditor nation for some sixteen 
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billions of dollars—therefore may we not 
fairly assume that it is not necessary to 
monopolize, to “prevent panics and fail- 
ures and put credit under trade and the 
empire?” 

Evidently, an occasional twig out from 
an independent system but strengthens 
that system, whereas under branch bank- 
ing when the tree and all its branches 
fall, then a great public calamity follows. 

I hear leave these few object lessons 
to an intelligent public to draw its own 
conclusions as to whether or no branch 
banking is better and failures and losses 
are less than ours. 

Let us now take up Question No. 3. 

Should special legislation be permitted 
to favor a few monopolists which would 
but drive the wedge in further and later 
Canadianize our whole banking system? 
We answer most emphatically NO! 

The U. S. Comptroller of the Cur- 
rency is quoted as saying, “If it had been 
my duty to make laws of the various 
States of the Union I should not have 
permitted branch banking.” 

Again, while most state laws absolutely 
prohibit branch banking and a few permit 
it in cities only, two or three states have 
opened the door wide. 


A Menace or Not? 


CALIFORNIA—California has 280 branch- 
es out of 900 banks in the state. The 
Bank of Italy has some sixty in various 
sections of the state and the end seems 
not yet. The First National Bank of 
Los Angeles has absorbed some twenty- 
five branches and the independent banks 
throughout California are in a state of 
panic over coercive measures that seem 
to say, “Sell out to us or we will drive 
you out of existence.” 

MicuicAN—In Michigan, the law pro- 
hibits branch banking except in cities. 
In Detroit, there are 168 branches of ten 
state banks. The president of the First 
National Bank there pleads that because 
state banks have this special privilege 
therefore national banks should also. He 
says, ‘‘As a matter of fact, branch banks 
are nothing more in effect than branch 
offices to receive deposits’—for the 
branch as a rule makes no loans. The 
branch manager has authority to loan up 
to $500 or $1,000 but applications above 
this limit go before the head office, 
largely miles away. A beautiful and 
enticing picture for the suburban resi- 
dent who has spent his life in upbuilding 
his section through community banking, 
trade, manufacturing, etc. 

In short, give us power to skim the 
cream from the suburbs and leave the 
skim milk for those who produce it. 

Missourr—Branch banking is not per- 
mitted under her laws, therefore the su- 
burban banks of St.. Louis became 
alarmed because the First National Bank 
there took steps to open “offices” in 
South St. Louis, some miles away, in 
competition with the several strong 
banks there which had borne the heat 
and burden of decades in developing lo- 
cal industries. 

Wisconsin—At the 1922 State Bank- 
ers’ Convention, the following appeal 
was broadcasted: “Are you awake and 
ready to combat the new branch bank 
menace which is threatening to wipe out 
the independent city and country banks 
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of America?” A full house unanimously 
thundered approval. That convention 
adopted this resolution: 

“Resolved, By the Wisconsin Bankers Asso- 
ciation in 1922 Convention assembled, that we 
are unalterably opposed to branch banking in 
any form in the state or nation, and that we 
deplore their recent growth in some other 
states, and be it further, 


_ “Resolved, That we will regard the estab- 
lishment of branch banks in this state as an 
act unfriendly to the banks of Wisconsin.” 


OxnIo «AND MicH1cAN—Comptroller 
Crissinger says, to illustrate: “In my own 
state of Ohio, we have a bank in Cleve- 
land, operating under a state charter, 
with forty-six branches in that city, and 
it is now extending its operations 
throughout the state and has absorbed— 
practically put out of business—all the 
big national banks in Cleveland. Take 
the city of Detroit, with only three na- 
tional banks (all rather husky) the rest 
having been put out of business by 185 
state banks and branches.” 

Parallel conditions might be multiplied 
in Illinois, Minnesota, Connecticut and 
other states. 

With such conditions before us will 
this nation awake to its peril or sleep 
at the switch? 

If a few big state banks, having 
branches, can “put out of business” all 
other competitors and the big national 
banks are endowed with like powers, how 
long will it take to put all the indepen- 
dent state and national banks out of 
business ? 

Have the smaller banks of this nation 
no rights which the monopolist is bound 
to respect? 

If it is a slow poison that is eating 
out the life of the independent banks in 
a few states, is that a sound reason for 
grafting the cancer upon the great na- 
tional banking system? 

Honeyed transparent suggestions are 
being freely used to get Congress to per- 
mit branches of national banks in cities. 
If granted this would surely open wide 
the door to Canadianize both our banking 
systems. “This nation cannot live half 
slave and half free.” 

The National Bank Act apparently 
prohibits branch banking, yet for sixty 
years, though bills to amend the law 
permitting it have repeatedly been pre- 
sented in Congress, according to the 
chairman of the House of Representa- 
tives Banking Committee, “It has not 
been possible up to the present time to 
get a bill in any form whatsoever through 


Congress that would authorize national 


banks to have branches.” 

In view of these facts, is it not 
amazing that any Comptroller of the 
Currency should approve of branches? 
Is it not amazing that any banker should 
defy this record and proceed to drive the 
wedge further toward monopolizing our 
independent banking systems? 

Do these banks, claiming the Con- 
gressionally denied right, need to absorb 
other banks to keep them from starva- 
tion? We all glory in our great central 
banks’ success when they stand on their 
own legs, in fair competition with the 
independent banks of the nation. Is su- 
Preme selfishness to override justice to- 
ward all? 

Out of a barrel full of reasons against 
branch banking, permit me to quote from 
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a few eminent authorities to sustain my 
main contentions: 

The Commercial and Financial Chron- 
icle, New York: “We would have our 
individual free and independent nationals 
preserved from this encroachment just as 
we would have our state banks preserved. 
We are far from believing in a vast, sin- 
ister ‘Money Power.’ 

“With permitted small capitalization 
under supervision, we think our com- 
munity wealth and prowess is such that 
a bank will spring up for intimate service, 
sustained by popular regard, in every spot 
in this country which needs or ought to 
have a bank.” 

The American Banker, New York: 
“We believe with Mr. Crissinger that the 
best thing is not to have branch banking 
in any form, and we also believe that the 
preservation of our independent banking 
system is more important even than the 
preservation of our national banking sys- 
tem. Let us hope that the Comptroller, in- 
stead of encouraging national banks to go 
into branch banking from a defensive 
viewpoint, will cooperate in legislation to 
stop the extension of branch banking in 
the states.” 

Barron's Weekly, Boston (Mr. Barron 
is also president of the Wall Street Jour- 
nal): “The question is a highly interest- 
ing one, and most of us will share Andrew 
J. Frame’s well-grounded distrust of a 
merger of twenty-five banks in Southern 
California, all under the protecting wing 
of the First National Bank of Los An- 
geles. For the needs of the American 
people this merger looks uncommonly 
like a step in the wrong direction.” 

The Manufacturers Record, Baltimore: 
“There is a new snake crawling in the 
financial domain and the time to scotch 
it and paralyze it is now. In branch 
banking by ‘national banks is the seed 
of arrogance, the promise of tyranny, the 
insolence of lawlessness, a conspiracy for 
centralization and the yoking of the less 
developed communities to the juggernauts 
of metropolitan financiers.” The editor 
pleads for “that intimate personal knowl- 
edge” under independent banking which 
is so essential to our greatest progress.” 


Remedy 


Time forbids further quotations ex- 
cept to say, the true remedy lies in cut- 
ting out the cancer from state and nation. 
Special legislation in favor of the rich 
as against the progressive many is clearly 
un-American and directly antagonistic to 
the spirit of constitutional liberty. Let 
us not dry up the streams of progress 
through a mistaken grab all, lose all 
error. It seems impossible that our states- 
men can be seduced into political as well 
as economic suicide through indorsing 
such destructive fallacies. 

In this land where great prosperity 
abounds, may we not well exclaim, 
“Thank God, we live under the Stars and 
Stripes?” Our only dark clouds ema- 
nate from the preacher of the gospel of 
discontent. The object lessons of monop- 
oly, arrogance and oppression of the past 
decade in the old world should warn us 
that American freedom should not be 
superseded by any oligarchy; branch 
banking is a calamity to any city, state 
or nation, 
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Mr. Newcomer’s Opening 


Watpo Newcomer, president of the 
National Exchange Bank, Baltimore, Md., 
speaking in favor of permitting national 
banks to have branches, said: 


It will not be necessary for me to use 
all of even the limited time at my dis- 
posal today, for when a cause is that of 
justice and right it requires very few 
arguments and very little oratory to sus- 
tain it. If the decision of this question 
were to be decided by a partisan vote we 
know that the state banks outnumber the 
national banks by an overwhelming ma- 
jority, and they can by force of might 
refuse to sanction the granting to na- 
tional banks of the privilege which many 
of them enjoy, and a debate on the ques- 
tion would be a waste of time. But might 
does not make right, and I have enough 
confidence in the fairness of the members 
of the American Bankers Association to 
believe that the average man in it wants 
to do what is right and, provided he is 
convinced that a thing is right and fair 
and at the same time conservative, he 
will vote for it, and that that average 
man is numerous enough to carry the 
vote and control the action of this con- 
vention. 


Ever since the inception of the National 
Bank Act it has been assumed and be- 
lieved that a.national bank had no power 
to establish branches. It is not my pur- 
pose today to enter into any technical or 
legal discussion as to whether “a loca- 
tion” means several locations or whether 
an “office” is a branch, but to confine my- 
self to a very simple proposition of ordi- 
nary honesty and fair play. 


If the convention feels that branch 
banking in all shapes and under all con- 
ditions is unconservative and bad bank- 
ing, then it should not approve of a 
branch bank maintained by any of its 
members, irrespective of what the law 
will permit. If, on the other hand, it 
believes that the resolution of condemna- 
tion passed at the Kansas City convention 
was too sweeping and that there are cir- 
cumstances under which branch banking 
is conservative and justifiable, then it 
should lend its hearty cooperation to se- 
curing under such conservative and safe 
conditions the right of a national bank to 
establish branches along with those of 
state banks. 


The question has become very acute 
during the past few years through the 
establishment of branches by state banks 
in all parts of the country, in direct com- 
petition with the national banks in that 
same locality and with no power on the 
part of the latter to retaliate. Now, when 
a national bank finds itself confronted 
with such competition and finds that it is 
losing its business through its inability 
to take the same step as its competitor, 
what possible courses of action are open 
to it? 

First. It can supinely sit down and lose 
its business to its competitor. Surely no 
red-blooded man will approve of this, and 
the American Bankers Association cannot 
afford to indorse it. 


Secondly. It can surrender its national 
bank charter and become a state bank. 
Such a course, if generally followed, 
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would lead to the destruction of the 
national bank system and_ seriously 
threaten to disrupt the entire Federal Re- 
serve System, of which the national 
banks form the backbone. Furthermore, 
such action would be an admission that 
the formation of a branch is good bank- 
ing, but that the national banks are not to 
be permitted to be progressive. 

Thirdly. It can temporarily surrender 
its charter, become a state bank, absorb 
a bank with branches, or form branches 
of its own and renew its national charter. 

Fourthly. It can establish branches 
and call them “offices.” Both of these 
last two plans are indirect ways of doing 
what the bank believes to be right, but 
they are apparent evasions of the pos- 
sible intent of the law, and if they are 
right the law should be so changed as 
to make the bank’s right clear and un- 
equivocal and to establish the proper re- 
strictions and limitations. 

Fifthly. It can endeavor to deprive a 
state bank of its unfair power. This 
latter, however, is practically impossible. 
Branch banking is permitted in seventeen 
states, prohibited in sixteen, and in the 
other fifteen and in the District of Co- 
lumbia there is no specific provision on 
the subject. In a number of the latter 
states branches exist, and even in many 
of those states which prohibit branches 
those branches which were in existence 
at the time of the passage of the law 
are permitted to remain. So that the 
number of states in which branches do 
not and cannot exist is very small. It 
is manifestly impossible to change the 
laws of so many states or to interfere 
with the charter rights of banks having 
the privilege. 


The Only Solution 


It is self-evident then that the only 
solution of the problem which is open 
to any reasonable defense and which can 
commend itself to any fair-minded person 
is such a change of law as will permit 
national banks, at least in those states 
which permit branch banking to the state 
institutions, to establish branches within 
the corporate limits of their city. Now, 
the only possible objections that can be 
urged to such a course may be divided 
into two classes: The theoretical objec- 
tion that branch banking is not conserva- 
tive and that proper supervision cannot 
be kept over a banking business spread 
out among various “offices”; and a sec- 
ond objection based entirely on a question 
of policy and the fear that however con- 
servative and proper such a course may 
be from the standpoint of good banking, 
it is against public policy in that some of 
the large banks in the chief money cen- 
ters might eventually extend over the 
country to the injury and possible ex- 
tinction of the small privately-owned 
banks. 

Let us look at these two objections 
for just one moment. First, as to the ob- 
jection that it is unconservative banking. 
Experience answers this immediately by 
pointing out that branch banking has 
existed for years, not only in foreign 
countries and in Canada, but right here 
in our own country, and even the Fed- 
eral Reserve Act gives the national banks 
the privilege of opening branches in for- 


eign countries and a number of such 
branches have been opened up. Even 
the most rabid objector to branch bank- 
ing cannot possibly assert that the banks 
which are today operating such branches 
are not in general strong, conservative 
banks and well managed, and if they 
can properly supervise branches in Eu- 
rope and South America, there can be 
no difficulty in supervising branches with- 
in their own city. In other words, there 
can be no objection on the score of 
unconservatism or of danger to deposi- 
tors, customers or stockholders of the 
bank in question, but the objection must 
be limited to the question of public policy. 
On this ground of public policy the 
objectors claim with loud shouts and cla- 
mor that the result of a policy of branch 
banking will be that the large banks 
in the great money centers of the coun- 
try will establish branches, throughout 
the land and drive out the small privately- 
owned bank. This argument presupposes 
an unlimited power to establish branches 
everywhere, Such a course is not advo- 
cated by the National Bank Division nor 
would it have the approval of our best 
financiers and most thoughtful men. 


Nationals Want Same Rights 


The national banks are asking only for 
the same right that the state banks have 
and are perfectly content to have the 
power confined to the city in which they 
are located. In such cases if they had 
the power or the desire to drive the 
small bank out of business, they could 
do it without branches. If such a power 
or desire did exist, it is just as likely 
to exist in the minds of the management 
of the large state banks as in those of 
the national banks. Have the state banks 
in this country with all their branches 
driven the small banks out of existence? 
They have or they have not. If they 
have not, what possible reason is there 
for assuming that national banks would 
do so? If they have, how would the 
national banks change the situation? I 
have not overlooked the _ resolution 
passed at the convention in Kansas City 
by a divided vote, when the Association 
went on record as opposed to branch 
banking in any form. In the first place, 
that was by no means a unanimous opin- 
ion of the body; in the second place, 
conditions have so changed since that 
the resolution does not prevent branch 


banking. It does not and cannot have 
this effect. Branch banks exist and are 
multiplying. It merely prevents the As- 


sociation from taking active part in se- 
curing to its national bank members the 


same rights as are enjoyed by the state. 


bank members. 

It seems to me, therefore, that the 
question narrows itself down to an ex- 
tremely simple propos‘tion of plain hon- 
esty. It is the duty of this. Association 
to protect the interests of all classes of 
its members and it must now face this 
question. 

If you believe that branch banking is 
conservative and safe under limited con- 
ditions, it is your absolute duty to get 
back of and support strongly a move to 
grant under those conditions that right 
to national banks, which will put them 
on a parity with your state bank members. 


If, on the other hand, you believe that 
the Kansas City resolution is still correct 
as it stood and that all branch banking 
under all circumstances is bad banking, 
then you must not only refuse to support 
the national banks in what they believe 
to be their rights but must immediately 
demand that every member bank, whether 
state or national, which today has any 
branches or offices other than its main 
office must forthwith close those branches 
and offices or immediately resign from 
membership in this Association, as doing 
an unconservative business not approved 
and supported by the American Bankers 
Association. There is no alternative; 
there is no other horn to the dilemma; 
there is no middle ground. 


‘ Mr. Jeffries 


S. B. JEFFRIES, vice-president National 
City Bank, St. Louis: Gentlemen, I want 
to say that Mr. Newcomer was entirely 
fair in his position. The opponents of 
branch banks accept the challenge which 
he has made in the statement that they are 
either right or wrong. 

If the branch banking system is right, 
let it be extended to every state in the 
Union. If it is wrong, let the American 
Bankers Association go on record as op- 
posing the system anywhere and every- 
where. 

The American people, as a nation, and 
from a national standpoint, have always 
stood opposed to the branch banking sys- 
tem. They have, in such capacity, always 
favored and demanded the time-honored 
American system composed of locally 
owned and locally operated individual 
banks. 

And the question which is before the 
American Bankers Association today will 
present itself in the political situation of 
this country before many months have 
passed away, as we shall see if further at- 
tempts be made to break down this indi- 
vidual system of banking, of forcing the 
entering wedge in order that a revolution 
in the system might take place. 

One of the most potent reasons for de- 
feat of the measure in Congress to extend 
the life of the charter of the United 
States Bank, which expired in 1836, was 
the right of the bank to establish branches 
in the various states of the Union. Sen- 


ator Benton from Missouri, who for a | 
period of eight years led the fight against | 
the institution, addressed the Senate, and | 


in the course of his masterly argument 
may be found the following, which, I 


believe, ladies and gentlemen, is applicable | 
to the conditions in the United States, | 
though practically one hundred years have | 


passed away. He said: 


“The charter bives the bank the privilege | 
es in different states without | 


to establish branc 
their consent and 
sistance. No one can deny the degrading and 
injurious tendency of this privilege, monopo- 
listic in its character. It is the interrogation 
of the sovereignty of the state; it tramples upon 


her laws, opens her government to the attacks | 
It impairs the property of her | 


of centralism. 
citizens and fastens a vampire upon her bosom | 
to suck out her gold and silver.’ 


My friends, what was true of a nation 
is now true not only of the nation, but | 
also as to each and every financial and | 
industrial center. =| 


in defiance of their re- | 


/ 


| 
; 


November, 1922 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 311 


The Constitution of the United States 
makes no reference to banks, but my po- 
sition is this: Shall we now, because a 
few states have chosen to disregard this 
long-established and closely guarded pol- 
icy of the people ask Congress for the 
right to permit national banks to do vio- 
lence to the traditions of our country as 
regards this branch banking system? <A 
few other states may follow those al- 
ready offending. 

Until the whole nation, speaking 
through its representatives in Congress, 
decree otherwise by general law, the pol- 
icy should stand inviolate. 

Rather than commit an invasion of 
fundamentals, would it not be better, my 
fellow citizens, to stand loyal to the pre- 
cepts of the fathers and spend our patri- 
otic energies in prevailing upon offending 
states to return to the altar of our coun- 
try? 

I would like to offer a resolution which 
has been prepared for introduction at this 
time: 

“Resolved, By the American Bankers Asso- 
ciation that we view with alarm the establish- 
ment of branch banking in the United States 
and the attempt to permit and legalize branch 
banking; that we hereby express our disap- 
proval of and opposition to branch banks in 
any form in our nation. 

“Resolved, That we regard branch banking 
or the establishment of additional offices by 
banks as detrimental to the best interests otf 
the people of the United States. Branch bank- 
ing is contrary to public policy, violates the 
bas:c principles of our government and con- 


centrates the credit of the nation and the 
power of money in the hands of a few.” 


Prestpwent McApams: Without de- 
bate, the vote is upon the question: Shall 
the. resolution be considered by the con- 
vention ? 

The motion was carried. 

PresIpENT McApams: As there are 200 
votes in support of the resolution, it is 
now before the convention for discussion 
and action. 


_ Mr. Preston 


Tuomas R. Preston, president Ham- 
ilton National Bank, Chattanooga, Tenn. : 
The question of branch banking is such 
a large one we are very apt to drift from 
the real subject. 

I agree with my distinguished friend 
from Wisconsin in most of what he has 
said. He is often right, but whether right 
or’ wrong, we will all admit that he is 
very vigorous. I am opposed to branch 
banking in any form that will destroy 
the independent banks of this country. 

But is it fair and right to permit one 
class of banks a privilege and deny that 
to another class? For instance, in the city 
of Detroit, according to the Comptroller’s 
figures, there are 185 banking houses or 
banking points in that great city. One 
hundred and eighty-two of them are rep- 
resented by state banks and their branches 
and only three by national banks. Can 
you, in a spirit of fairness, fail to grant, 
or fail to indorse the proposition granting 
those national banks precisely the same 
privilege as the state banks? 

As chairman of the Executive Commit- 
tee of the National Bank Division, I have 
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had an opportunity to hear this question 
discussed, and I think it only fair at this 
time that I read to you this declaration 
upon this in the convention in California. 
I will only read one paragraph. This, I 
think, clearly defines the position of that 
Association, as expressed in its organized 
capacity. 

_ “Therefore Be It Resolved, That the Na- 
tional Bank Division of the American Bank- 
ers Association requests the Congress of the 
United States to so amend the National Bank 
Act as to permit the national banks to main- 
tain and operate branches within the corporate 
limits of the cities in which the head offices 
of such banks are located; to be confined, how- 


ever, to states in which state-chartered insti- 
tutions are authorized to have branches.” 


That, covers the subject before us. 

Someone asked Abraham Lincoln what 
he thought of it. His reply was that the 
farmers were no better and no worse than 
other people. The same impulses that 
moved others, move them. I believe that 
that applies to the national banks of this 
country. They are no better and no worse 
than other banks, and the same impulses 
that move others, move them. Is it fair 
to have the thirty-two states of the Union 
granting a privilege to state banks and 
denying, in those states (because that is 
the subject of the resolution) precisely 
the same privilege? I do not believe, in 
fairness, that the American Bankers As- 
sociation can so go on record. 


Mr. West 


Roy West, Chicago and Cook County 
Bankers Association: On behalf of 140 
state and national banks in the city of 
Chicago and the county of Cook, and as 
a stockholder and director in national and 
state banks in Chicago and down-state, I 
speak for the resolution and I second the 
motion to adopt the resolution. 


Mr. Watts 


F. O. Watts, First National Bank in 
St. Louis: For more than a quarter 
of a century I have taken part more 
or less actively in the affairs of the 
American Bankers Association and never 
until I came to this convention have I 
been accused of being a trouble-maker. 
In the study of the situation as it exists 
in one of the larger cities of this country, 
I concluded that it was quite necessary 
to find some way of carrying the banking 
service throughout the city in which we 
were located. I was seeking some in- 
direct way and in doing so I thought 
I discovered a way in which it might be 
done directly. The solution of that prob- 
lem now is a judicial one and I believe 
the institution with which I am connected 
will do a service to all the banks of the 
country if they finally determine what 
the rights of the national banks are. 

This subject has brought out some 
interesting sidelights. I see here today 
St. Louis bankers who have never seen 
a bankers’ convention held outside of 
the city of St. Louis. It seems to me 
we should not decide upon this subject 
in the limited time at our disposal, be- 
cause a subject decided wrong is never 


decided; however temperate and consid- 
erate our deliberations may be, this sub- 
ject will never be settled until it is set- 
tled right, and if I were following in the 
chair of the American Bankers Associa- 
tion for this and subsequent years, I 
think I would keep this subject on the 
program. I think that it would tend to 
keep the interest in this Association at 
the pitch which you have seen it today. 
I sincerely hope that my friends from 
St. Louis will be continuing, in their 
interest, in the American Bankers Asso- 
ciation. My friend, the astute lawyer 
from St. Louis—and I would not have 
told you that he was an astute lawyer 
if he hadn’t told you himself by ad- 
dressing you as the Bar Association 
(laughter)—I hope his interest may be 
a continuing one. I hope the gentleman 
who seconded the resolution, who I un- 
derstand is an attorney-at-law—I hope 
his interest. may be a continuing one. 
But, gentlemen, this subject so far as the 
American Bankers Association is con- 
cerned, must be settled by the American 
bankers, however this vote may be today 
—and I daresay the vote will be favor- 
able to this particular resolution. But 
the question will not be settled then. It 
seems to me in this discussion there is 
one factor that has been overlooked, a 
factor which is too often overlooked in 
discussions in this country; that is the 
ultimate consumer, that is, the man who 
uses bank service. I would like to ask 
if there is a man within the sound of 
my voice, if there is a citizen of the city 
of New York who could say that the 
consumer of bank service would not be 
served better through the medium of 
additional offices, or service stations on 
the part of your great banks in this city, 
as compared with any other form of ser- 
vice? I ask that question of the bankers 
of the city of Cleveland, or Detroit or the 
bankers of other cities? 

Cries of “Time!” 

Mr. Watts: Gentlemen, I thank you 
for your courtesy. (Laughter.) 1 bow 
to the rule. I may say in conclusion, 
Mr. President, that I hope at other con- 
ventions of this Association to have the 
privilege of discussing this subject until 
it may be settled in a manner that is 
sound and for the best interests of all 
the people, and therefore for the best 
interests of the banking business of this 
country. 


Mr. Prince 


N. D. Prince, vice-president Hart- 
ford, Connecticut, Trust Co.: On behalf 
of our Connecticut banks and bankers, 
I want: to add the second of the Associa- 
tion for the adoption of this resolution. 

In order that my motion may not be 
misunderstood as that of usurping the 
power of Connecticut banks and bankers, 
I want to say that two or three weeks 
ago, realizing that this question of branch 
banking would be a very pertinent one 
and an important one for discussion at 
this convention, a regularly called meet- 
ing was held at which this question was 
very carefully and thoroughly debated, 
and a resolution similar to the one which 
is now before us was practically unani- 
mously adopted. It, therefore, is not 
only my own personal privilege but my 
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duty to second the motion which is now 
before you. 


Mr. Lonsdale 


Joun G. LoNnspALE, president of the 
National Bank of Commerce, St. Louis: 
The National Bank Division believes in 
promptness of action with a due regard 
to all whom that action may affect. I 
therefore desire, in order that this issue 
may be met squarely, to propose an 
amendment to the resolution and that is, 
after the word “uniform” that there be 
added, “by the state or national bank.” 

It is proper that a fair-minded dis- 
cussion be brought before this, the bank- 
ing parliament of the nation, and the 
National Bank Division has asked for 
equality, for that great American privi- 
lege, and therefore, I offer that amend- 
ment to the resolution. 

Mr. JEFFRIES: I am willing to accept 
Mr. Lonsdale’s amendment. 

PRESIDENT McApaAms: Mr. Lonsdale 
moves an amendment to the resolution 
proposed by Mr. Jeffries, and the amend- 
ment, as I understand, is accepted by Mr. 
Jeffries, the original mover, making the 
first part of the resolution read as fol- 
lows: 

“Resolved, By the American Bankers Asso- 
ciation that we view with alarm the establish- 
ment of branch banking in the United States, 
and the attempt to permit and legalize branch 
banking; that we hereby express our disap- 
proval of and opposition to branch banking in 


any form by state or national banks in our 
nation.”’ 


The amendment is 


1 é now before you for 
consideration. 


Mr. Bonynge 


W. A. Bonynce, President Commer- 
cial National Bank, Los Angeles: Mr. 
President and Members of the American 
Bankers Association: It seems to us 
that the question that is now before the 
house is one that has passed beyond the 
jurisdiction of this organization. It 
seems to me that it is a question that 
can be controlled only by the individual 
state legislatures. It seems to me that 
the motions before the house, while they 
may give you a certain gratification to 
express your feelings, are totally inade- 
quate to do you any good. What are 
you going to get from it? Is the Legis- 
lature of the state of New York or the 
state of California, or of any other state, 
which permits branch banking, going to 
be influenced by this resolution here? 

Cries of “Yes!” 

Mr. BonyncE: No, they won’t in 
California. It has taken too firm a 
hold there and it is too popular. Now, 
gentlemen, I don’t believe personally in 
branch banking. While I am president 
of a national bank that is operating three 
agencies under the written consent of the 
Comptroller of the Currency, I want to 
say that I am still not in favor of 
branch banking. It was only under the 
pressure of the state banks surrounding 
us with a ring of branches all around 
us and taking our business from us, that 


we felt compelled to take that course. I 
can see the possible menace of the con- 
centration of capital in a few hands if 
branch banking became a national affair, 
but I do not see the same menace if that 


branch banking is kept down to the states 


and to such states as want it. 

I have prepared here a resolution 
which I will offer as a substitute to the 
motion and the amendment. This reso- 
lution, I believe, will suit a great many 
people who would otherwise be opposed 
to branch banking. It reads: 

Whereas, A number of the states either 
allow or have provided by legislation for the 
maintenance of branches by their own char- 
tered banks, and 

Whereas, It is now being contended that the 


present national banking laws permit the oper- 
ation of branches by national banks. 


(The best of lawyers differ on this 
question, but you must remember that 
the most important question .that was 
ever decided by the Supreme Court of 
the United States was decided by seven 
votes—you all know what that is.) 

Whereas, If such contention should be sus- 
tained it might result in the establishment by 
national banks of branches, not only in states 
where branch banking is permitted by the laws 
of such states, but also in states that do not 
permit the operation of branches by their own 
state banks; or even further, it might be main- 
tained that national banks have the right to 


establish branches not only in their own but 
in any number of states. 


Many of you here are aware that the 
state of New Jersey has two branch na- 
tional banks operating in the city of 
Philadelphia for over forty years, and it 
has never been interfered with. I have 
that from the authority of the Comp- 
troller of the Currency. 

Therefore, The American Bankers Associa- 
tion in convention assembled hereby resolves: 

First, we acknowledge the right of every 
state to regulate the business of banking as 


conducted by their own state banks through 
such laws as they may see fit to enact. 


I want to know: Is there anything 
wrong about that? Does anybody chal- 
lenge it? 

_Second, wherever the laws of any state pro- 
vide for the operation of branches by their 
state banks, we believe that similar privileges 
should be provided for by Federal laws to 


enable national banks to compete on equal 
terms with the state banks. 


Gentleman, is that fair or not? 


Third, we are opposed to any law or con- 
struction of a law that would permit national 
banks to establish branches in any state where 
branch banking is not authorized by the laws 
of that state. 

Fourth, we are opposed to the establish- 
ment by any bank, either state or national, 
BE bees in any other than their home 
state, 


I move the adoption of those resolu- 
tions as a substitute to the motion and 
the amendment. 

PRESIDENT McApams: The question 
is now upon the adoption of the sub- 
stitute. Is there any discussion? 

DanieL F. GuINAN, treasurer Mer- 
chants Bank & Trust Co., Mahoney, Pa.: 
In rising to address this convention, the 
uppermost thought in my mind is to show 
reason why the substitute should not pre- 


vail as it evades an issue which should 
have a free discussion before the members 
of this Association. It has been argued 
that bank branches create a monopoly 
and this monopoly endangers the public 
interest and the public welfare. 

That argument has not been met by 
any of the advocates of bank branches. 
They have alleged that in so much as 
an evil has been committed by state banks, 
that two evils are better than one, and 
for that reason they wish to invade the 
same field of bank monopoly in their 
respective communities. 

It has been argued by the first speaker 
for national branches that the Federal 
Reserve Act does permit branches for 
national banks in foreign cities or foreign 
countries. In that they have our good 
wishes and Godspeed for then they do 
us no injury. 

Beneath the question there is another 
question, than who shall make the money 
in the banking business. Whether it be 
the large bank of the big city or the small 
bank is but a trivial and insignificant 
question compared to the influence that 
it has on the public interest and the pub- 
lic welfare. 

I am reminded of the possibilities of 
bank monopoly in the discussion by the 
celebrated English talker this morning, 
when he brought home to you one telling 
fact, that in the United Kingdom there 
were only thirty-nine banks and these had 
9,000 branches. Do you believe that there 
is a relation between credit and the power 
centralized in government? 


Jackson’s Decision 


I must go back and remind you that 
during the time of the United States 
National Bank which expired by the 
veto of Andrew Jackson, he offered one 
argument which should live in the mind 
of every man who is going to vote on 
this question. He was approached by 
Andrew Biddle after that legislation had 
passed both the House of Representatives 
and the United States Senate. And An- 
drew Biddle said to him, asking him to 
endorse the perpetuation of the United 
States National Bank, and the centraliza- 
tion of power, “Do you know what power 
this United States Bank has? Do you 
know that it has branches in every state 
of the Union? Do you know that it has 
branches in every city of every state 
of the Union? Do you know that it can 
name the governor of any state in the 
Union? Do you know that it has power 
to name the next President of the United 
States ?” 

And Andrew Jackson, stern advocate 
of the public interest that he was, said: 
“Tf the United States Bank has all the 
power that you claim it has, then it has 
more power than anything in a free coun- 
try ought to have, and by the living 
eternal it shall be destroyed.” 

So he vetoed it and the centralization 
of power went away from the national 
banks. 

Today it is revived in the absorption 
of the state banks in the different states 
and you see the evil influence where 
thirty-nine banks in the Kingdom of 
Great Britain have a power over nine 
thousand banks in the same kingdom. 
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PRESIDENT McApams: It is moved and 
seconded that the substitute motion be 
laid on the table. That motion is not 
debatable. 

The motion to table was lost. 

Mempser: I rise to a point of order. 
By laying the substitute upon the table 
you lay the whole question upon the table, 
and throw the question before the house. 

PRESIDENT McApams: The question is 
now upon the substitute as offered by the 
gentleman from California. 


Mr. Latta 


J. A. Larva, vice-president Northwest- 
ern National Bank, Minneapolis: I feel 
that in one point at least it is my duty to 
express what I know by natural knowl- 
edge as to the working of a certain kind 
of branch banking. 

_For many years I lived in Detroit. The 
city of Detroit has, as has been fre- 
quently mentioned here, a large number 
of so-called branch offices, conducted by 
state banks. The state banking law of 
the state of Michigan permits those 
branches. Those branches were estab- 
lished many years ago in many instances, 
where, so far as I know, the law gave no 
permission and on the other hand ex- 
pressed no dissent. What legislation has 
occurred since I am not familiar with, but 
I know those branches exist and continue. 
The gentleman who last spoke raised the 
question as to the real merits of the situ- 
ation, meaning, I believe, the service to 
the public. There are many within the 
sound of my voice who, I am sure, would 
second what I say in stating that in De- 
troit the best banking service is available 
to every citizen, and I have never heard 


one objection in any way, shape or form 


to branch banking as conducted in De- 
troit, but what have you got? You have 
there three national banks of this great 
system of ours, only three in Detroit 
with a million people, one of the largest 
industrial cities in the United States, 
where the interests of thousands and 
thousands of workingmen are in the say- 
ings which they put into the banks. 

‘Those national banks are not per- 
mitted to serve in the same way that the 
state banks are. Why should they not 
be, particularly when we know that the 
service that has been conducted by the 
state banks has been safe, sound and sat- 
isfactory? 

Gentlemen, I live in Minneapolis, where 
we have already established two addi- 
tional offices of our own bank. There has 
has not been the slightest objection and 
we believe that we are serving the in- 
terests of the public. We have not the 
slightest desire, we are absolutely op- 
posed (and I think I voice the sentiment 
of every national banker in the city of 
Minneapolis and probably in the state of 
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Minnesota) to branch banking as ex- 
tended beyond the corporate limits of the 
city, but we do believe that we are sound 
in being able to offer to our customers 
over on another street or some blocks 
away the facilities which they find they 
cannot readily avail themselves of if they 
are compelled to go to the main office. 
The parking question of automobiles to- 
day, while it is a little thing to bring 
before this convention, is a menace to 
the business of the downtown banks. 
Many of our customers are not able to 
get into our banks without leaving their 
cars at a long distance and bringing 
their money through the streets in danger 
of being held up. 

I believe in sound banking and I don’t 
believe that sound banking for one mo- 
ment will ever be interfered with by 
permitting national banks to have addi- 
tional offices in their own cities, but I 
do not believe in extending those facili- 
ties beyond that city. 

PrEsIDENT McApams: The time has 
come for closing the debate. I will recog- 
nize one more speaker on each side. 

A Mempser: I believe that the dele- 
gates thoroughly understand this ques- 
tion and I rise to move the previous 
question. 

PresipwENT McApams: The previous 
question has been moved. All in favor 
will signify by saying, “aye”—contrary 
minded, “no.” The motion is carried. 

The question now is upon the substi- 
tute as offered by Mr. Bonynge. All in 
favor of the adoption of the substitute as 
read will vote. “aye”’—opposed “no.” 
The “no’s” have it and the substitute is 
lost. The question is now upon the 
amendment as offered by Mr. Lonsdale 
and accepted by Mr. Jeffries to the orig- 
inal motion. Are you ready to vote upon 
the amendment? 


Wm. Alden Smith 


Wm. ALpEN SMITH, president Grand 
Rapids (Mich.) Savings Bank: I live in 
a city of 150,000 people. Fifty thousand 
number the accounts in the bank of which 
I am president. We have twelve branches 
and have carried community service into 
every one of those twelve branches, and 
while most of the banks in many of the 
states were losing deposits in the trying 
period through which we have just 
passed, our institution augmented its de- 
posits nearly one hundredfold. We take 
our service to the community, to the 
laborer in the vicinity of his factory, and 
from January first to September first our 
little bank at Grand Rapids opened over 
8,000 new accounts among the laborers 
and the humbler citizens who believe in 
thrift, but who had to have these privi- 
leges carried to their immediate com- 
munity. 
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I voted for the Federal Reserve Law. 
I represented our state in the Senate at 
that time. I voted for every sound prin- 
ciple that has suggested itself during a 
career of upwards of twenty-five years, 
but I say to you that if you believe in the 
thrift of which this convention has over 
and over again asserted itself, if you be- 
lieve in the thrift of the individual citizen 
as the proper basis for good, constitu- 
tional safe citizenship, then I assure you 
you are taking a step today which may 
cause you some embarrassment. 

Under our laws we have examinations 
the equal of the national examinations, 
and our state banking system has no peer, 
either in the Federal or other state fields. 
You know and I know that when the 
Federal Reserve Bank Act was passed 
they had to threaten the national banks 
to get them to become members. Their 
charters were to be forfeited, but the 
state banks with patriotic valor and 
sound judgment have augmented the Fed- 
eral System voluntarily. You are de- 
termined to outlaw branch banking. Be 
very careful that you don’t outlaw sound, 
conservative thrift banking. 

PRESIDENT McApams: Gentlemen, the 
time for the vote has come. I think we 
all agree that while all of us would like 
to have something to say upon this ques- 
tion, that both sides have had an oppor- 
tunity to fairly present their views. The 
vote is now upon the amendment as of- 
fered by Col. Lonsdale and accepted by 
Mr. Jeffries to the original motion. I 
will read the motion as amended: 


Resolved, By the American Bankers Asso- 
ciation, that we view with alarm_the establish- 
ment of branch banking in the United States 
and the attempt to permit and legalize branch 
banking; that we hereby express our disap- 
proval of and opposition to branch banking in 
any form by state or national banks in our 
nation, 

Resolved, That we regard branch banking 
or the establishment of additional offices by 
banks, as detrimental to the best interests of 
the people of the United States. Branch 
banking is contrary to public policy, violates 
the basic principles of our government and 
concentrates the credits of the nation and the 
power of money in the hands of a few. 


All in favor of adopting the motion as 
amended will vote “aye”; opposed, 

The “ayes” have it and the motion as 
amended is now before you. 

I would ask, of course, gentlemen, that 
only those who are regular delegates 
from their respective banks will vote, 
and.no bank is entitled to more than one 
vote. All in favor of the motion as 
amended will vote “aye”; opposed, ‘no.’ 
The motion prevails. 


During the next day’s session, Sir 
Frederick Williams-Taylor president of 
the Canadian Bankers Association was in- 
troduced and he made reference to branch 
banking in Canada. His remarks appear 
on the following page. 
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Branch Banking in Canada 


RESIDENT McApAMS: We were en- 

tertained in Montreal as you know by 

the Canadian Bankers Association. 

Our host not only appreciated the 
importance of our visit but the need for 
caring for us in a most hospitable way. He 
was kind, courteous and considerate and he 
has responded to our visit by coming here 
to attend our convention to show that the 
Canadian Bankers Association recognizes 
the wonderful possi- 
bility in a closer af- 
filiation with our 
organization. I sim- 
ply want the privi- 
lege of introducing 
to you the President 
of that Association, 
Sir Frederick Wil- 
liams-Taylor, Presi- 
dent of the Bank 
of Montreal. (Ap- 
plause.) 

The audience arose 
and applauded. 

Str FREDERICK 
WILLIAMS - TAYLor: 
This is an wunex- 
pected pleasure. You 
seem quite pleased 
to see me here today. 
I can assure you you 
hae esate eee “So 
pleased to see me as 
I am to see you and 
I am delighted at 
your reception. I can 
tell you that I feel 
perfectly at home in 
this good company 
and it strikes me as 
I look around that 
there may be two 
reasons for that— 
another reason in 
addition to the ob- 
vious one. The ob- 
vious one is that we 
are all of the same 
blood and stock and 
the second is follow- 
ing the first—that 
there may be a good 
Canadian or two in 
the audience. 

Congress in its 
wisdom has put 30 
cents a bushel on 
Number One hard 
Manitoba wheat, but they put no embargo 
on Canadian manhood. You have had 
a’ goodly supply of that in this country 
from Jim Hill downward and I do not 
think the mixture of the strain has done 
you one single bit of harm. 

I have only one very clear thought in 
my head, and that is to thank you, Mr. 
McAdams, and you gentlemen and ladies 


for your kindly reception. If I were 
making a speech, there are one or two 
subjects that I might touch upon—one 
that was dealt with very fully by a gentle- 
man yesterday under the title or text of 
“Branch Banking.” A delicate subject, 
it seems to me! 

I have not the slightest intention, nor 
would I have the bad taste, to tell you 
gentlemen and bankers whether or not 


SIR FREDERICK WILLIAMS-TAYLOR 
President of the Canadian Bankers Association 


you should adopt a branch banking sys- 
tem in this country, but I do say to the 
gentleman who spoke yesterday that I 
question his—what shall I call it?—for 
telling us whether we should have a 
branch banking system in Canada or not. 

To that gentleman, if he is here pres- 
ent, I would apply to his criticisms of our 
Canadian banking system a word that is 


only used in diplomacy—Abracadabra. 
Let him look up his treasured dictionary. 
It is pronounced “Abracadabra”—a very 
excellent word! I would advise those of 
you who are not acquainted with it to 
look it up. That is my answer. 

I am not going to make a speech, but 
take our Northwestern Provinces, Al- 
berta, Saskatchewan and Manitoba, of 
which you have all doubtless heard—there 
we have an area 
some 800 miles in 
width by 200 or 400 
miles north and 
south, fit for cultiva- 
tion. We have in 
that district a very 
small population, un- 
der 2,000,000, and we 
have there nearly 
1,300 branches of 
powerful banks, able 
and eager to supply 
to that community 
any banking facili- 
ties that they may 
require; and I may 
tell you that there is 
no banking district in 
the whole wide 
world where the 
agricultural commu- 
nity and the business 
community enjoys 
such admirable bank- 
ing facilities as in 
those three provinces. 

It may interest 
you to know, as a 
direct bearing upon 
any criticism that 
may be leveled at 
our branch banking 
system (I am not 
talking about yours). 
that we continuously 
advanced to people 
of the Northwest of 
Canada, and particu- 
larly to the agricul- 
tural community, 
many millions in ex- 
cess of the sum that 
they have honored us 
with deposit. Those 
deposits are accumu- 
lated in every hole 
and corner of Can- 
ada. In little ham- 
lets and districts in Ontario, where for 
one reason or another the soil may be 
fertile but the opportunities for develop- 
ing commercially and industrially are 
meager, there the funds are accumulated 
and automatically they find their way out 
of the Northwest to produce—I almost 


said the best wheat in the world. 
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Third Session of Main Convention 


The Improvement in Industrial Conditions in Kansas Told by Gov. 


Henry J. Allen. 


Iree Speech and Picketing. State at Peace When 


Trouble Was Widespread. Position of the Association Set, Forth 
in Series of Resolutions. Par Clearance and Economic Policies 


HE last session of the main con- 

vention was devoted to reports of 

the Committee of Five, the Mem- 

bership Committee, the Public Re- 
lations Commission, the Economic Policy 
Commission; an address by Goy. Allen of 
Kansas on industrial conditions in his 
state, a brief discussion on Canadian 
banks by Sir Frederick Williams-Taylor, 
the installation of officers and the pres- 
entation of a silver service to Mr. Mc- 
Adams, the retiring president. 


The Committee of Five 


By Cuartes DeB. CLAIBORNE 
Vice-President Whitney-Central National Bank, 
New Orleans 


Your Committee of Five recommends 
the endorsement of the McFadden Bill 
as amended by your committee. In- 
dividually members of your committee 
have attended a large number of bank- 
ers’ conventions. We have discussed this 
subject from every angle. We _ have 
studied carefully the fundamentals and 
principles as laid down by the Supreme 
Court of the United States, as well as 
the Federal decision in the Atlanta case 
and that of San Francisco. We believe 
that the best and wisest course, there- 
fore, would be the endorsement of that 
McFadden Bill which makes the charge 
optional on the part of the bank. 

The McFadden Bill as amended simply 
carries into effect Section 13 of the Act 
but omits the last few lines of that Sec- 
tion, and instead of the words “but no 
charge shall be made against the Federal 
Reserve” we have added that whenever 
a charge shall be made, in that event the 
Federal Reserve Bank shall charge back 
that charge to the depositing bank; but 
the charge is optional. 

Your committee also suggests the con- 
tinuation of the Committee of Five until 
the passage of that bill, if you so ap- 
prove it. 


Membership Committee 


By Harry J. Hass 


Vice-President First National Bank, 
Philadelphia 


At the last meeting of the Executive 
Council, Mr. McAdams made a very 
strong plea for the Council to assist the 
Membership Committee in their efforts 
for this year. The convention was held 
the early part of October and it was the 
middle of October before we returned to 
our homes and it was the last of Novem- 


ber before we could get started on a 


membership campaign. 

We would like to have the country 
organized into districts or states and 
counties. We would like to have had a 
man in each state in charge of his state 
and a man in each county in charge of his 
county, so that not a single bank in the 
United States would be ignorant of the 
activities of the American Bankers Asso- 
ciation, and he would be solicited to be- 
come a member. But the constitution 
provides that if a bank does not pay its 
dues within thirty days, that it only en- 
joys the privileges of the Association; 
and if they do not pay their dues within 
ninety days, they forfeit their member- 
ship and have no privileges in the Asso- 
ciation; and should they become members 
after that period, after having been a 
member and delinquent in their dues, they 
must pay their dues back to the close 
of the last fiscal year. 

At the start of the campaign we had 
4,255 delinquent banks or a loss in mem- 
bership, including the failed banks, 
merged banks and delinquent banks, of 
4,255. 

We are happy to report that the 18 
per cent. decrease was reduced to 1 4/10 
per cent. We not only had the agricul- 
tural conditions but unlike other organi- 
zations we were required to raise the 
dues of the Association, so considering 
the increase in dues, and the agricultural 
conditions, we felt that we had a pretty 
hard job to tackle. The result on Au- 
gust 31 showed an increase of ‘member- 
ship of 3,401; the total dues received for 
these members being $76,870, at a cost 
of seventy-two cents per member of 
3 2/10 per cent. of the dues received. 

PRESIDENT McApAms: Never have I 
seen a committee work more hopefully 
or more actively than has the Committee 
on Membership last year, and I voice the 
action taken by the Executive Council 
on Monday evening, in extending them 
a unanimous vote of thanks for their 
work during the past year. 

7 
* 


Public Relations Commission 


By Francis H. Sisson 
Vice-President Guaranty Trust Co., New York 


The Public Relations ‘Commission: is. a 


- commission of service and not of creative 


effort, and therefore I can very simply 
and briefly present a record of the year’s 
work, Our business is‘ not creative in 
itself but to transmit to. the public the 
creative work of others, and through that 
activity we have the use of two mediums 
—our own JouRNAL and the daily news- 


papers to which we give out news releases 
from time to time. 

For your information in regard to the 
work of the JouRNAL of the year I would 
briefly report that we received from sub- 
scriptions during the year $44,428 and 
from advertising $40,298.00, making total 
receipts, including some miscellaneous re- 
ceipts, of $95,291. Of that sum we re- 
turned to the Association $22,959. 

This, you bankers might quickly reckon. 
would be equivalent to a 6 per cent. earn- 
ing power on something like $350,000. 
If we were to capitalize that earning 
power, which as business men we may 
perhaps be entitled to do, it would show 
an increase in the earning power of the 
JOURNAL during the past year, on a cap- 
italization of about $250,000, or an in- 
creased value, if you please to put it that 
way, for the JouRNAL of a quarter of a 
million dollars through the program of 
improvement and expansion that we have 
undertaken. 

We believe that we have taken but a 
step forward in the improvement of the 
JouRNAL and in its devotion to your 
service. We have tried to be economical 
and careful in all the work of improve- 
ment that we have undertaken, but, 
thanks to the liberal attitude of the of- 
ficers of the Association and the Execu- 
tive Council, we hope during the year 
following to improve still further both 
the content and the appearance and the 
powers of service of that already useful 
paper. The typographical appearance we 
have improved, but we hope to add to it 
more by illustrating it more and by mak- 
ing it more graphic and more attractive. 


Already the newspapers and magazines 
of the country have taken cognizance of 
the improvement that has been made in 
our JOURNAL and it is being very broadly 
quoted and somewhat more liberally sub- 
scribed for than even before. A consid- 
erable number of our banks have found 
it worth while to subscribe for extra 
copies, to send not only to members of 
their staff but to their important clients 
who are interested in keeping up to date 
with banking and business affairs as we 
have presented them through our pages. 

We believe that the bankers of today 
are realizing more and more that in order 
to do well, they must know more; they 
must keep abreast of banking thought and 
keep abreast of business thought, if they 
are to realize the full possibilities of 
their own institutional powers of service. 
So we have dedicated the pages of our 
JOURNAL to that end and hope that it is 
rendering a service which you will value. 

We have also, by reason of that en- 
larged service, made it more attractive 
to advertisers, and a constantly increas- 
ing volume of business is coming to its 
pages, without interfering or competing 


‘with other banking journals or other 
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mediums which are occupying something 
of the same field. 

It is our purpose to make the JouRNAL 
a clearing house not only of Association 
activities, but of banking and_ business 
thought, an interpreter of business con- 
ditions through those who think intelli- 
gently and clearly on thosé subjects and 
are able to transmit that thought for the 
benefit of others. 

So, to that end we will use a larger 
proportion of the appropriation that has 
been allotted, (if the plans that have 
already been formulated are carried out) 
to securing articles from representative 
interpreters of thought and from those 
who are qualified to present business prob- 
lems in a serviceable and useful way for 
you. 

If we could only inspire the banking 
community with the intellectual ambitions 
to know more accurately, to have facts 
instead of guesses at their disposal, to be 
able to review the business world clearly 
and sanely and accurately, as a part of 
the service we are rendering, we would 
feel that our efforts had been more than 
worth while, for perhaps never before in 
the history of the world, or our own im- 
mediate world, has the premium upon 
clear thinking been so great or has it 
been so necessary that we should know. 

So we hope to be able to dedicate the 
JourNAL to that ideal more and more 
effectively and to make it more and more 
a serviceable agent to improve banking, 
to better business, to greater prosperity, 
and I hope to better citizenship. 


Publicity 


Another branch of the work of the 
Public Relations Commission is that de- 
voted to publicity. Through our com- 
mittee’s work and the small organization 
which we have, we release to the public 
from time to time, the findings of our 
three great Commissions on Agriculture 
and Commerce and Economic Policy, and 
also the important Association activities 
as they may occur from time to time. 

We have been able to give to the pub- 
lic, through the daily press, accurate re- 
ports of Association proceedings, inter- 
pretations of Association Commission 
findings, and illuminating economic facts 
from time to time, which have received 
a very cordial reception on the part of 
the daily newspapers.’ 

If we were to reckon in terms of doilars 
the return we have received from these 
news releases and their broad acceptance 
we would show a substantial sum. 

However, I hope the day will come 
when we do not reckon the returns in 
such a way entirely, because in time this 
work must have far-reaching value to 
the banking business and to all American 
business. 

So we are striving to expand from time 
to time the activities of that branch of 
our service to the ends that the journal- 
istic and periodical world may look to us 
as an authoritative expression of bank- 
ing and business thought from whom they 
can at any time secure valuable material, 
informative and useful articles and real 
interpretation of economic conditions. 

The Executive Council have granted us 
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a somewhat larger appropriation for that 
work during the next year and I hope 
that a constantly expanding usefulness 
may attend that service whoever may 
have it in charge, and that we may realize 
that we have a great opportunity there to 
help guide the thought, to help improve 
the status of the Association and to help 
the business community with informative 
and useful facts for their immediate use. 

We will be delighted at any time to 
have suggestions from any of our mem- 
bers, either as to the improvement of the 
JouRNAL or as to news matter which we 
can give to local papers throughout the 
country which they might use profitably. 

We are rather feeling our way in this 
work and we know that if the Associa- 
tion members as individuals or in state 
associations will take cognizance of the 
splendid opportunity which this medium 
affords them and the machinery which 
we have already set up, that we can move 
on to a constantly expanding usefulness 
and a greater, greater service. 


Economic Policy Commission 
By M. A. Traytor, Chairman 


The Commission makes note of the 
fact that it has not changed its opinion 
in regard to the Soldiers’ Bonus Bill. 
It believes firmly that the national gov- 
ernment should do everything possible 
to relieve the soldiers who are suffering 
from disabilities incurred in the service, 
but it does not approve the giving of a 


bonus to all the soldiers regardless of — 


their present condition. 

By the appointment of the President of 
the Association, the chairman and secre- 
tary of the Commisison were made mem- 
bers of a special committee which has 
been actively cooperating with the presi- 
dent of the American Farm Bureau Fed- 
eration and the executive officers of other 
similar organizations interested in legis- 
lation affecting facilities for agricultural 
credit. The commission congratulates the 
country upon the breadth of vision and 
the soundness of judgment which has 
characterized the attitude of the majority 
of the leaders in agricultural activity with 
respect to the fundamental problems con- 
fronting that industry. The commission 
believes that the steady improvement in 
agricultural conditions is a reflection of in- 
creased demands for the farmer’s pro- 
ducts resulting from the re-employment 
of labor in the United States, thereby 
proving the correctness of the position 
of those who have contended that the 
demoralization in prices of farm products 
was due not so much to a lack of credit 
as to a lack of markets. Assuming that 
this contention is measurably correct, the 
commission would oppose the hasty enact- 
ment of any ill advised credit scheme, 
which, while possibly resulting in a tem- 
porary, artificial stimulation of agricul- 
tural prices, would in the end react seri- 
ously on the entire industry. 

The commission again reiterates the 
stand which it has made public on sev- 
eral occasions in regard to tax-exempt 
securities. It advocates a constitutional 
amendment permitting the taxation of 
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securities issued by the Federal govern- 
ment, the states, municipalities, other 
political sub-divisions, or quasi-public 
corporations. It is opposed to the fea- 
ture in the present income tax law which 
exempts from taxation $300 income an- 
nually for monies deposited in building 
and loan associations. This clause in 
the present law works a great hardship 
on all banks and makes it impossible for 
them to compete on an even basis with 
these associations which do not offer to 
their depositors the safe-guards and se- 
curities which banks are compelled to 
furnish. 


Transportation 


The commission welcomes the end of 
the present strike of the shopmen on the 
railroads, but recognizes that a further 
adjustment between the cost of railroad 
transportation and other expenses of pro- 
duction is necessary. It still believes that 
the present high wages of railroad em- 
ployees must be readjusted and that such 
readjustment with accompanying reduc- 
tion of rates will pave the way toward 
greater business activity. The processes 
of our economic life cannot proceed in 
an orderly fashion when wages of labor 
and prices of commodities are seriously 
out of adjustment, and the interest of 
labor in a proper adjustment should be 
just as keen as that of the producer 
and manufacturer. 

The commission desires to express its 
belief in the value, for the best develop- 
ment of trade and commerce, both do- 
mestic and foreign, of a comprehensive 
transportation system in which should be 
included not only the railroads but also 
the canals and highways, particularly the 
plan for a barke canal connecting the 
Great Lakes, the Ohio and the Mississippi, 
and a canal connecting the Great Lakes 
and the St. Lawrence. 

The commission advocates the develop- 
ment and maintenance of a merchant ma- 
rine, and recommends the modification of 
those sections of our shipping laws which 
make it impossible for American ship 
owners to compete on an equal basis 
with other countries. It believes that an 
American merchant marine is not only 
vital to the commerce and industry of 
the country, but is also a necessary ad- 
junct to our naval forces in time of war. 


Industrial Conditions 


The commission believes that with the 
passing of industrial unrest the country 
is in a fair way to resume normal busi- 
ness activities but at the same time re- 
gards with the greatest apprehension the 
continual recurrence of strikes in funda- 
mental industries and believes that plans 
should be carefully considered for a per- 
manent method of settlement of questions 
which arise between employers and em- 
ployees. In the case of those industries, 
like transportation and coal mining, upon 
which the very life of the nation depends, 
it ought to be possible to devise means to 
adjust disputes without recourse to indus- 
trial warfare. A sharp distinction should — 
be made between the right of workers 
to leave their employment whenever they 
desire to do so and their attempts to 
hinder others from working and taking 
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the positions which they have left. The 
fact is that working men going on a 
strike do not regard themselves as having 
left the service of their employers, be- 
cause otherwise there would not in the 
case of every strike appear the demand 
for reinstatement without loss of any of 
the privileges or rights acquired as the 
result of continued service with the cor- 
poration in question. 


Tariff and Foreign Trade 


The commission calls attention to our 
international trade relations which are 
suffering from various causes. The delay 
in the rehabilitation of Europe has made 
it impossible for our farmers to dispose 
of their products at prices which will 
give them adequate return for their labor. 
The United States, however, has done 
little to relieve this situation. The com- 
mission feels very strongly that our posi- 
tion as a creditor nation will make it 
increasingly necessary for us to accept 
payment from foreign countries to a large 
extent in the shape of goods, and that only 
in this manner will it be possible for us to 
maintain and develop our export trade 
which is so necessary if labor and capital 
in this country are to be fully employed. 
The commission fears that Congress, in 
its desire to protect the country from the 
danger of so-called “dumping” may create 
a situation which ultimately will be con- 
trary to our best interests. 


Federal Reserve System and Currency 


The commission again calls the atten- 
tion of bankers throughout the country 
to the danger of the continued attacks 
made from various quarters upon the 
Federal Reserve Board and the whole 
Federal Reserve System. The commis- 
sion believes that if bankers have confi- 
dence in the system, they should say so, 
for the principle of keeping the system 
free from politics is of vast importance. 


Closely related to the attacks upon the | 


Federal Reserve System are the attacks 
upon our present currency system. Un- 
less we wish to travel the road of Rus- 
sia and the Central Empires, it behooves 
those most directly in charge of the 
financial interests of the country to re- 
pel the attacks and refute the arguments, 
no matter what the source may be, which 
would substitute for the present gold 
standard untried and chimerical schemes. 
It is highly desirable that the people gen- 


erally should understand the fallacies in- 


volved in many of the plans that have 
been suggested within the last few years. 


Conclusion 


_The commission calls attention to ar- 
ticles prepared under its general direction 
by its economist, and published in vari- 
ous numbers of the JoURNAL OF THE 
AMERICAN BANKERS ASSOCIATION. These 
articles have been copied by numerous 
newspapers and magazines; especially the 
investigation in regard to our interna- 
tional balances has been of importance. 
The commission likewise, continuing 
the work of John S. Drum of last year, 
published an investigation of the eco- 
nomic situation in the country, which 
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was prepared by its secretary. The com- 
mission believes that, while it may be 
questionable whether this work should 
be continued in so elaborate a form as 
that in which it has been carried on, 
nevertheless scientific investigation con- 
ducted under the direction of a responsi- 
ble body of the American Bankers Asso- 
ciation makes the pronouncements based 
upon such research more valuable and 
authoritative than if they were merely 
hap-hazard expressions of opinion. 


Committee on Public 
Education 


By Joun H. PuELICHER 
President Marshall & Ilsley Bank, Milwaukee 


The life and prosperity of a state de- 
pend upon the equitable distribution of its 
opportunities among its people. So long 
as fair rewards are assured to him who 
labors, so long will there be progress, for 
under such conditions most men find 
life’s happiness in life’s work. 

This will insure the growth of that 
sound, sane, conservative middle group, 
the intermediary body between the ex- 
tremes of wealth and poverty. These 
two extremes, existing alone, are too far 
apart to insure the safety of either, and 
the consequent safety of the state. 

Therefore, the large middle group must 
continue to be strongly supported and 
constantly expanded, or a nation loses 
its support of safety and its power as a 
democracy. 

Upon the mental, spiritual, as well as 
upon the material growth of this group, 
depends largely the mental, spiritual and 
material strength of the nation. 

There is no substitute for character. 
There is no substitute for integrity. 
There is no substitute for work. Nor is 
there a substitute for thrift. There is 
no substitute for knowledge. There is 
no substitute for religion. These a nation 
cannot legislate into its citizenship; each 
individual must gain them for himself. 


Greater Rewards; More Freedom 


America’s opportunities are bringing 
greater rewards and more freedom to her 
workers. Unless there is knowledge for 
the proper use of these rewards, there 
will be continued dissatisfaction—dissat- 
isfaction growing, not out of the lack of 
the means of living, but out of the lack 
of the meaning of life. 

The greater the percentage of owners 
in any land the more permanent and con- 
tented its citizenship. “He who forgets 
this elemental fact, builds his theories 
upon the sand.” The moderate home, the 
successful farm, and all they mean to the 
happiness of family life and to the in- 
tegrity of national life, must continue 
common possessions. Pride of ownership 
fosters conservatism in public ideas, urges 
participation in public affairs. 

In this industrial age, man early 
reaches his economic majority. He must 
in youth have the knowledge of those 
laws which help him to live. 
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Therefore, our program has been di- 
rected first to the schoolroom—the stu- 
dents of the 7th and 8th grades of the 
grammar schools, the high schools and 
the colleges. This does not preclude the 
banker from bringing his message wher- 
ever possible to the grownups. 

The results of last year’s work are self- 
evident. Those communities are most en- 
thusiastic which were most zealous in its 
support. It is with fullest assurance of 
the need, that we proceed into a new 
year. The many things learned in our 
year’s experience, we have attempted to 
embody in our material and plans for this 
year. 

Some of us knew, and some of us have 
learned, that the banker is not a teacher. 
He is not versed in pedagogical prin- 
ciples. But he is a leader. He knows how 
theory can be applied. The greatest 
achievements in this work have come, 
and will come, through the serious and 
earnest cooperation of the teacher and 
the banker. 

Many bankers, with a fund of knowl- 
edge, willing to give of their time and 
service, felt they could not attractively 
tell the story to the young student. You 
will now find nine talks prepared for 
these bankers, and for the bankers who 
prefer, outlines upon which to build their 
own talks, pertinent to conditions in their 
communities. 


Aid for Teachers 


Then, so that the teacher may not be 
uninformed as to the plan and the work, 
an outline upon the entire course, together 
with an explanation of the plan and a 
list of reference books, has been printed 
in pamphlet form, which any teacher, in 
whose classes the talks are given, may 
have upon request. 

Many educators welcome the banker’s 
help in augmenting their work, because 
they realize that upon the knowledge of 
fundamental business economics, rests 
much of the happiness, the prosperity, the 
stability of this democracy. 

Whatever the ills of America, educa- 
tion is the means of accelerating evolu- 
tion, of abolishing revolution. 

PresipeENT McApams: Mr. Puelicher 
has not only submitted a report for his 
committee but has announced his plat- 
form for the incoming administration. 

A rising vote of thanks was tendered 
to President Harding and Secretary Mel- 
lon for their messages. 

PresmwENT McApams: If there be one 
thing in public life which the American 
public appreciates more than anything 
else, it is real manhood; that character of 
manhood which enables one to plan wisely 
and still have the nerve, regardless of 
what effect it might have upon his per- 
sonal political future, to attempt to carry 
through such policies as he may deem 
for the best interests of the state or the 
nation. That was the quality that en- 
deared Theodore Roosevelt to the Ameri- 
can people. It is the same quality which 
has made Henry J. Allen of Kansas the 
outstanding executive who has appeared 
on our horizon during the past ten or 
fifteen years. I present Governor Allen 
of Kansas. 
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Responsibility of Government for Industrial Peace 


THINK we are standing today in 

reference to the industrial panic about 

where we stood fourteen or fifteen 
years ago in reference to the bankers 
occasional panic, Today every man who 
thinks upon the situation of the industrial 
problem, knows there should be a remedy 
and many know what the remedy ought 
to be, just as fifteen years ago we thought 
we knew the remedy 
for the banking ills 
that came out of the 
bad system of bank- 
ing we then pos- 
sessed. 

I believe it is just 
as possible for the 
government to lead 
us into paths of sta- 
bility and justice 
and righteousness in 
reference to the in- 
dustrial problem, as 
it proved easy for 
the government to 
thus lead us in ref- 
erence to the bank- 
ing problem. 

It is unexpectable 
that every time a 
new contract is to be 
made between the 
men who mine coal 
and the men who op- 
erate mines, between 
the men who work 
in shops and _ the 
men who are on the 
railroads, that that 
contract should be 
the basis of a vic- 
ious and costly civil 
war upon the help- 
less public. 

If we are going to 
get anywhere in this 
country in reference 
to the solution . of 
this problem, then 
most assuredly: we 
will have to reach 
the remedy through 
governmental power 
and through the 
pledge of a righteous 
and spoken tribunal. 

In my state we 
have reached a point 
where.we now real- 
ize wihat sit dismeaat 
right for the help- 
less public to bear 
the ills that come 
from that damnable 
thing they call “economic pressure” and 
when-we adopted a law providing an im- 
partial tribunal before 


tries of food, fuel, clothing and transpor- 


tation, we did not know how the matter. 


was going to work. It came out of the 
coal strike of two and one half years ago, 
in the winter time, that our people, like 
most people who had coal within their 


which causes. 
might be brought in the essential indus-: 


By HON. HENRY J. ALLEN 
Governor of Kansas 


borders, were not very prudent in getting 
it into the bins, so within two Weeks 
from the hour the strike came, we were 
out of coal in the schoolhouses; we were 
threatened in the homes, industries were 
slowing down and there was threat of 
suffering in hospitals. 

I went to the Supreme Court of my 
state and asked if they wouldn’t turn 


HON. HENRY J. ALLEN, GOVERNOR OF KANSAS 


over to the-state under a proper receiver- 
ship ‘all of the coal mines: in order that 
we might produce. coal under the direc- 
tion of. the state.- I will never forget the 
look of mild’ surprise that came into the 
face of our Chief Justice, a great public 
servant, who has been upon our Supreme 
Court bench for more than thirty-five 
years. He said, “Well, Governor, upon 
what allegation do you want to take over 


these mines?” I am not a lawyer; and I 
said, “Well, Judge, whatever allegation 
you think would work.” 

Men have been kind enough to give me 
credit for courage in reference to the 
coal mining operations of the state. I 
want to tell you that the first credit for 
courage belongs to the Supreme Court 
of my state which did not hesitate to do 
a needful thing 
merely because it 
had not been done 
before. 

Then when they 
had turned over the 
mines I became the 
greatest coal opera- 
tor in the world 
without any miners 
at work. We issued 
a call for volunteers, 
and within twenty- 
four hours more 
than twelve thousand 
citizens of the state 
sent me word that 
they were coming to 
mine coal. 

They were not in- 
terested in the labor 
problem, they were 
interested as patriots 
in the growing dan- 
ger that attends a 
famine in fuel, and 
we took from this 
great offering many 
hundreds of young 
men who had been in 
the service of their 
country. Alexander 
Howe, as the presi- 
dent of the District, 
said that not a pound 
of coal had ever been 
produced in this dis- 
trict since its organi- 
zation except by 
union labor and not 
a pound would ever 
be produced except 
by union labor, and 
remembering what I 
had seen these won- 
derful chaps do in 
France I knew that 
this mine leader was 
in for a surprise. 


They were going to 
give them the sort of welcome that strik- 
ers give to those who interfere in the 
proceedings. They were going to call 
them scabs and whatnot and then these 
lads got off their special train, a lot of 
keen-eyed, kindly: faced, self-controlled 
yourig chaps. They were so obviously 
what they were! 
but citizens come to offer themselves for 


the defense of the public; but even the | 


They were not scabs | 


I will never forget | 
the morning they | 
_ landed. All the min- | 
- ers were down to | 
give them welcome. | 


| 
| 
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miners realized how incongruous it would 
be to call them any of the things they 
came to call them so they received them 
in silence and these boys began to march 
up the streets of the city to the point from 
which they were to go to the mines. 


Opening the Mines 


I saw a striker come up to a lad in 
whom I had a personal interest and I 
heard him say, “Well, boy, you ain't 
going to the mines this morning.” 


“Yes, going to mine coal tomorrow.” 


“Well, you can’t turn a wheel out 
there; the pits are full of water. The 
thermometer is below zero, the machinery 
has been down for two weeks. We 
couldn’t mine coal out there ourselves 
under the circumstances.” 


This lad never looked at him but as he 
trudged along he answered him out of 
the corners of his mouth, saying, “Did 
you ever see any trenches in France?” 


That night while we were throwing out 
the guard lines, we began to pump water 
out of the pits. We sent along the regi- 
ment of the National Guard which we 
didn’t need since we had it. 


The next day, against obstacles that 
seemed insuperable, they produced at one 
of the mines a carload of coal. I have 
never heard so much cackling over one 
egg in all my life. They called me up 
all that night at the hotel where I was 
staying to ascertain whether I had learned 
that they had mined a car of coal. The 
next day it was ten cars; the next day it 
was thirty cars and in ten days these 
great chaps produced enough coal .to re- 
lieve the emergency in more than two 
hundred Kansas communities and our dan- 
ger of freezing was over. They did for 
us another thing, in its fundamental value 
more worthwhile even than the fuel we 
needed so badly at that hour, in that they 
taught us to realize this great truth: 
That the state has the right to protect 
the public against anybody. 


This law has been upon the statute 


_ books of my state two and one half years. 


A certain type of employer and a certain 
type of labor leader unite in declaring 
that it does not work, but in two and one 
half years the court has found adjudica- 
tion for thousands and thousands of men 
who labor in railways, in electric light 
plants, in packing houses, in mines, in 


~mills—45 decisions, and of those 45 de- 


cisions, 43 have been accepted without 
contest as being entirely satisfactory by 
both parties to the controversy. 


A man said to me the other day, “Well, 
I liked your court when it was estab- 


lished, but I am not so sure I am for it 


any more.” I said, “In the meantime 
What has happened to you?” 


He said, “You know I am in the Wolf 
Packing Company.” 


I said, “Oh, yes, we have made some 
decisions for you.” 


The last one I remember related to the 
working of women in one of the bureaus 
of that great industry. We discovered 
that in one of the bureaus men and 
Women were working during the same 


hours, at the same task, with the same 
degree of efficiency and the men were 
drawing one wage and the women were 
drawing a smaller wage, The court 
having gone thoroughly into the situation 
issued the order that thereafter in my 
state when men and women work at the 
same task, with the same efficiency, they 
shall draw the same wage. 

I said, “What is the matter with that 
decision ?” 

He said, “Nothing is the matter with 
the decision.” 


I said, ‘Then what is your plaint?” 


I wish you could have heard him dis- 
tend himself. He said, “I resent the right 
of the government to tell me how I shall 
run my business.” 


Emergency Court 


That is the keynote of objection. I 
am glad to say that the Kansas Court of 
Industrial Relations does not exist for 
the purpose of telling a man how he 
shall run his business; it is an emergency 
measure; it relates only to the essential 
industries of food, fuel, clothing and 
transportation, and it provides that when 
a quarrel in one of those industries has 
reached the point where it threatens the 
welfare of the public, then that court 
shall take over the controversy and make 
awards and in the meantime the industry 
shall continue to operate in order that the 
public may have at all times free access 
to transportation and to food and to fuel 
and to clothing. 


It is not a regulatory court, it is an 
emergency court—and then we have gone 
rather far along the process of regulation 
by government for anybody to be too 
nervous about it now. We are all regu- 
lated from the moment we are born to 
the hour of the funeral. You men who 
live under constant regulation and have 
come to like it realize that there are some 
instances in which the government may 
tell you what to do. 


The government has gone so far, every 
married man in this audience is regulated. 
I mean in addition to that you are think- 
ing about. The government has told him 
how he shall treat his wife. The most 
sacred relationship in the world is the 
relationship of the parents and the child, 
and the government has come to every 
parent and has said, “You shall raise 
that child according to a prescription of 
the state; you shall keep it living in 
wholesome suroundings; you shall buy 
books and build the schoolhouses and 
employ the teachers,” and in my state, 
thank God, it says that no matter how 
much you may think you need the labor 
of your child you shall keep it in school 
until it is sixteen years of age. 

Ah, my friends, if government may 
find justice for all of this, if it may find 
justice with which to prescribe the sacred 
relations of the family, of the parent and 
the child, if it may find justice for a man 
in relation to his property, and his liberty, 
and his life, if government may do all 
of this with justice, don’t you think that 
government might also find justice for 
the laboring man in his quarrel with his 
employer in these essential industries? 


The Object of Government 


Men are always telling us what govern- 
ment is for, that it exists for equality, 
that it exists for personal liberty, and in 
these Volstead days we hear much about 
the fact that it exists for personal free- 
dom, that it exists to make the world 
safe for democracy, but the finest defini- 
tion of government I have ever heard is 
that of President Adams who said, “The 
chief aim of government is justice.” That 
is the chief aim in every relationship of 
life, and, God help us, as a free people, at 
any time when any considerable number 
of folk may rise to question the capacity 
of government to be just, because to those 
who question, for them government no 
longer exists. It was Edmund Burke, 
proponent of our Anglo-Saxon founda- 
tion, standing in the British Parliament 
who said, “All the powers of the Empire 
including the powers of the King and of 
the Parliament, and of the army and of 
the navy exist for the sole purpose of 
placing twelve honest men in a jury box.” 

That is the foundation upon which we 
have builded in this country, that is the 
foundation of the Kansas law, and God: 
help us at any time when that foundation 
may be questioned as to its efficiency, to 
find justice for all men in relation to all 
quarrels. 


You might be interested in one or two 
of these types of cases that have been 
tried out. Our first case, I remember, 
was a railroad case. The Joplin Pitts- 
burg and Galena Railway Company had 
had a strike a year for five years. The 
last one, in 1918, continued for 90 
days and cost these poor chaps who struck 
millions, and the public millions, and at 
the end of 90 days the men went back 
to work at the old wage, under the old 
working conditions—they had not gained 
a dollar. 

Then when the industrial court was set 
up for business the car men came asking 
for a new award, pleading for a living 
wage and the industrial court took a sur- 
vey of the costs of living and gave a 
wage award; and the president of the 
court, in handing down the decision, called 
attention to the fact that the legislature 
had not given to the court the power to 
fix a thing called “a living wage.” The 
law says that every such man shall be en- 
titled to a fair and just wage. What is 
the difference? A living wage is a wage 
sufficient to meet a cost of living; a fair 
and just wage is a living wage plus 
enough to enable a man to give to him- 
self and to his family some of the benefits 
of modern life, plus enough to enable him 
through reasonable frugality to build a 
safeguard against age and sickness. 

That was the interpretation of the 
court—they gave it. The men accepted 
it, the company accepted it, and peace 
came where ravaging strikes had pre- 
vailed. 

Then in a year the railway company 
came back to the court and said, ‘“The 
wage you adjusted a year ago is out of 
tune, costs of living have gone down, and 
if we are to meet the expectation for 
lower transportation rates then we must 
have lower wages.” 
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Cost of Living Survey 


Again the court made a survey of the 
costs of living. In all cases where there 
was any room for doubt, they gave the 
benefit of the doubt to the laboring man, 
as they should have done, and then finally 
they handed down their award, and it 
was a reduction of wages, and the men 
accepted it as a fair and just decision and 
the company accepted it. 

I have a letter with me from the gen- 
eral manager of that company who says, 
“We are now doing business in the Jop- 
lin, Pittsburg and Galena Traction Com- 
pany under the second contract adjudi- 
cated by the industrial court and it is the 
first time in our experience when we look 
forward with assurance to peace and con- 
tentment,” and both the men and the 
company have accepted the court as being 
the way to find just solution of affairs. 
Do you mean to tell me that a court that 
is getting that sort of results is not work- 
ing? 

i have a letter from the General Man- 
ager of the Illinois Traction Company 
which operates three or four railways in 
our state, several light and power com- 
panies, and in this letter the General 
Manager calls my attention to the fact 
that his company has had nine adjudica- 
tions by the industrial court and that 
every man employed by them in a me- 
chanical capacity has had his wages fixed 
by the court in emergency matters when 
the strike had threatened and said, “Not 
a single complaint exists today on the part 
of the men and certainly not on the part 
of the company of the functioning of the 
industrial court.” 

Of course we. have had trouble. When 
the court was first set up for business 
we had to fight it out with Alexander 
Howat, who is the President of the Min- 
ers’ District in that state, District Num- 
ber Fourteen. We do not have any more 
trouble with Mr. Howat. When on the 
first of April the strike came in the coal 
fields, everybody went out. The Court 
called the operators together and said, 
“There is no need of coal just now. 
Every bin is full. Every coal car is full 
but as soon as there is a depletion in the 
supply, which menaces the public, then 
you will have to operate these mines or 
the state will have to operate them.” 

In thirty days, it was necessary for 
some of the operators to open their mines 
to make up the reserve of coal. When 
they opened their mines, men went back 
to work. On the day at Herrin, III, 
there were murdered twenty-two men 
who were mining coal in strip mines, on 
that day in Kansas 375 deep shaft mines 
were operating without even an additional 
police force. Why? Because Alexander 
Howat and twelve of his district officers 
were in jail for violating the Kansas law. 

In the recent railway strike, the Gen- 
eral Managers of the Sante Fe and Rock 
Island have written saying that in Kan- 
sas they have been allowed to carry on 
their industries at practically one hun- 
dred per cent. because of the law in Kan- 
sas which guarantees to every man who 
wants to work the right to work without 
molestation. 

It is sometimes charged that we have 
taken away from men their God-given 
right to quit work. That is one of the 
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silly statements that Samuel Gompers 
makes at times. And friends, if we had 
sought to do this, then our law would 
have no business upon the statute book 
of any modern state. We _ have not 
taken away from any man his right to 
quit. We have expressly provided in the 
contention of the act that nothing within 
the law shall be interpreted to deprive 
any man of his natural right to choose 
his own employment, and to cease it at 
his will. I said to this man and to this 
group of men, “You may quit work when- 
ever you may wish and go off about 
whatever entertains you elsewhere, but 
after you have quit that isn’t your job 
any more and you shall not come back. 
You shall not come back here tomorrow 
with your pockets full of dynamite to 
keep these men who want to linger on 
the job from working.” The law holds 
that the right to work is just as sacred 
as the right to live and that it is the duty 
of the government to protect both men 
in their natural inclinations. 


“Send Me to Kansas” 


The statement from the General Man- 
ager of the Sante Fe, one of the greatest 
systems of the Middle West, where they 
have centered in Kansas great repair 
shops, says that their repair shops in 
Topeka employing several thousand men 
are 115 per cent. normal. You gentlemen 
know that is plus. How does he get it? 
The personnel is all employed and the 
personnel that is now doing business in 
their shops is 115 per cent. more effective 
than the old personnel was. How does 
it happen? Every railroad company has 
reported this: That in the employment 
bureaus that have made up the personnel 
for employment in the place of the shop- 
men who went out, one of their difficulties 
has been that all of the men who come 
seeking employment want to be sent to 
Kansas. Why? Because the state has 
pledged its own order that every man 
who wants to work in Kansas shall have 
that right under the protection of gov- 
ernment. 

Of course, we have had trouble about 
that, too. We have had a lot of discus- 
sion about whether it was proper to guar- 
antee that a man should have the right to 
work. They have even called into ques- 
tion our attitude toward free speech. Oh, 

hope no one will ever think that in 

Kansas there is any danger to free speech. 
We are still the freest lot of talkers in 
the world. I imagine that nothing in 
Kansas would ever affect the God-given 
right of free speech in any degree unless 
possibly it might be a general epidemic of 
lockjaw. 
_ It is not free speech that is in danger 
in this country, my friends. It is the free 
right of a man to work. That is what 
is in danger. It is just as sacred as the 
right of free speech. 

The cunning manner in which these 
American strikers contrive to evade the 
law proves their superiority over any 
other striker in the world in that respect. 


I have said a number of times that I 
would rather deal with the red radical 
of foreign birth in a strike than the 
American striker, because the red radical 
hates government and fears it, but the 
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American striker neither respects govern- 
ment nor fears it. 


Ah, friends, of course we need laws to 
control the red radical of foreign birth, 
but in addition to that we need equally 
a new baptism of respect for law upon 
the part of these 100 per cent. American 
citizens ! 


Picketing Schemes 


We found another clever way in which 
they were violating.the law. The strike 
leaders were getting together all the mer- 
chants who dealt in commissary supplies, 
who ran hotels, who ran restaurants, and 
making them pledge themselves that they 
would not sell anything to a man who 
worked in a shop. What was that? Why 
that was picketing. And so the Attorney 
General said, “Now, if you men want 
to sell, you have got to sell everybody; 
you cannot picket in this fashion”—and 
he broke that up. 


What happened then? Why, the strike 
leaders got out a window card which ex- 
pressed 100 per cent. sympathy with the 
strikers. If there is a larger per cent of 
sympathy than 100 per cent., I have that 
for these poor strikers, these chaps who 
were forced to leave their jobs, and today 
they are out of work with ruin staring 
them in the face. Oh, how I sympathize 
with them! I sympathize with the men 
who are laboring under the obsession 
that there is no other way to obtain justice 
except by civil war. 


But this card was not fundamentally for 


the purpose of expressing sympathy; it ~ 


was for the purpose of hanging in the 
windows of those stores and hotels and 
restaurants that had refused formally to 
sell goods. It was getting at the point 
in another way, it was picketing in a 
different fashion, and so the Attorney- 
General says that is against the law. 
What one man may do for a purpose 
many men in concert may not do. It is 
a violation of the law because it is a 
conspiracy to build an atmosphere of in- 
timidation against the men who are at 
work. 


So the Attorney-General ordered the 
cards down. As the cards came down 
around in the shop centers, my friend 
Will White blew up in Emporia. And I 
have no criticism for him. He is a won- 
derful chap, a great solid man, but he 
became confused as to what free speech 
is. As I said before, it is in no danger 
in Kansas—there are a lot of things that 
you cannot do under freedom. 


My friend White, if he had the taste, 
could light a cigar and go anywhere he 
wished in Emporia with it, except into a 
powder factory. I would not let him do 
that; I would curtail his liberty that 
much. And it was not free speech that 
was in danger; it was the right of a man 
to work without intimidation that was 
threatened. 


Packing Strike 


Take our friends in the packing strike. 
Those of you who live in the Middle West 
are familiar with the fact that Kansas 


is the second packing center in the United 
More than ten thousand men 


States. 


ae 
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work in the packing plants, and yet when 
the packers’ strike came, though there 
were riots and killings and destruction 
of property in Chicago, in Omaha, in St. 
Paul, in St. Joseph, in Sioux City, in 
Oklahoma City; in Kansas the packing 
plants functioned with no disorder and 
we did not need to call out an extra 
police force. 

Why? Because the law was there say- 
ing to every man, “You do not have to 
work in this packing plant if you do not 
want to; you can leave if you wish, or 
the court will adjudicate a wage for you 
to work under. But if you leave this 
packing plant you shall not come back to 
molest those who remain. The state has 
guaranteed that they shall work.” And 
they have worked. 


During the Coal Strike 


In the mines of the state, during the 
three months when the strike gripped 
everybody else with loss of coal, Kansas 
produced 900,000 tons of coal, more than 
enough for her domestic and industrial 
purposes. 

And, astonishing as it may seem, we 
have produced 50 per cent. of the normal 
output with 25 per cent. of the personnel, 
showing how tremendously the industry 
has been overmanned. 

I wish we might have in the control 
of the industrial situation, which is today 
the greatest panic breeder in the world, 
the wisdom of government that has led 
the banking profession into stabilization. 

I am proud of the fact that the Presi- 
dent of the United States recently, in 
delivering his brave message to Congress, 
declared that the Federal Railway Labor 
Board should have the power to enforce 
its own decisions (applause) ; and I am 
only sorry that after pointing out so cour- 
ageously and so unerringly the need of 
this legislation he should have said that 
he warned Congress against doing any- 
thing hasty. 

Any statesman who thinks it is neces- 
sary to urge this Congress not to hurry 
has no idea of speed. 

, my friends, we find in this great 
land that the best acts of legislation come 
out of the aroused demand of the public. 
You had not guaranteed the creation 
in this land of the Federal Reserve Sys- 
tem until the explosion of 1907 and the 
aroused public said, ‘““We want something 
better than what we have had!” 

Government goes forward out of the 
same power that sends forward the auto- 
mobile engine—the power of its explo- 
sions, and it is the duty of Congress to 
make of the explosions a righteous public 
indignation direction, and it is the duty 
of the courts to establish the speed limits. 

I believe that out of the pressure of the 
tragedy of the last year in the essential 


industries of transportation and _ fuel, 
there is going to come a demand that we 
write into the fundamental law of the 
land the sacred pledge that the govern- 
ment shall protect the public. 

That is the basis of our law, founded 
upon the oldest human principle that 
exists in organized society, a principle 
that was engraved as one of the twelve 
laws upon the tablets of Rome: Let the 
safety of the public be the supreme law. 

You may write around that all the 
sermons you wish, upon the right of the 
man to take a stick of dynamite and 
start his own war, but whenever the wel- 
fare of the public is menaced the public 
will come back to this broad police power 
of the government for its’ protection. 


The Federal Reserve 


Fifteen years ago we did not know how 
we could regulate the banking profession 
so as to stabilize it, and when Senator 
Aldrich and his confréres began the study 
of a Federal Reserve System, we still 
questioned the propriety of government 
to take over an institution like banking 
in any sense, and there was the old voice 
pleading with ‘us against centralization, 
and then came the wonderful accomplish- 
ment of the Sixty-third Congress, giving 
to us the fundamental principles that 
underly this growing Federal Reserve 
System. 

It is not surprising that there should be 
in this law, in its administration, some 
things that cause discontent, but I am 
gratified as a citizen who knows very little 
about banking, to stand here this morning 
and express this great gratification, that 
in the Federal Reserve System there is 
a source of confidence which all men 
feel, and the complaints against it are 
the details of administration. They do 
not touch the underlying principles. 

Out in my state, we complain about the 
Federal Reserve System in very much the 
same spirit that men complain about the 
weather. We have not anything better to 
offer. And when Kansas cannot offer a 
new remedy that means that the present 
remedy is all right. 

We expect fair weather and foul 
weather, but we have learned that under 
this system the prudent man will have 
ample shelter. 

I think one of the most frequently 
misunderstood features of the law is in 
relation to the fact that these banks are 
really individual banks, functioning in 
their separate districts according to the 
localization of the condition. 


Agricultural Credit 


We had a charge made not long ago 
that the Federal Reserve Bank had con- 
tracted credit, and the professional friends 
of the farmer (God bless them, how 


comforting they are to him!) were out 
preaching against the Federal Reserve 
System for having contracted credit. I 
have just taken the trouble to gather 
some figures and I find that in the Kan- 
sas City District we have not contracted 
agricultural credit; that from January 31, 
1920, to July 1, 1921, Kansas City had 
increased its agriculture and live stock 
paper from $22,000,000 to $30,000,000. 
Minneapolis had increased in that period 
from $9,500,000 to $40,000,000; Dallas, 


-from $4,500,000 to $36,000,000; St. Louis, 


from $300,000 to $10,500,000; Richmond, 
from $400,000 to $11,000,000; Atlanta, 
from $700,000 to $15,000,000. All of the 
banks of the System have in that period 
increased their agricultural credits from 
$57,000,000 to $234,000,000. 

So when we know the figures we realize 
that despite the complaint, despite the fact 
that the farmer does need money the 
Federal Reserve System has not been 
guilty of contracting his credits. I am 
glad to stand as a citizen of the Middle 
West to pay tribute to the enduring thing 
we have builded in this great country, 
through the establishment of this system; 
in some fashion guaranteed by govern- 
ment, confidence will always remain; that 
the currency shall be flexible and that the 
reserve shall be real, and it is because of 
this great system that we have gone 
through the rigors of the war and even 
the greater test of the reconstruction 
period that has followed the war. 

The delegates arose and applauded. 


The remarks of Sir Frederick Wil- 
liams-Taylor of Montreal, are printed at 
the end of the second session of the main 
convention in connection with the branch 
banking forum. 


Unable to Appear 


PresipENT McApams: I have a very 
distressing announcement to make. Mr. 
Hoover came to New York to speak be- 
fore this convention. He was taken ill 
last night, however, shortly after arrival 
and is now in bed, absolutely unable to 
appear before the convention. He re- 
quests me to express his sincere disap- 
pointment at his inability to keep his en- 
gagement and- asks that you understand 
that his visit here was not simply that he 
might accept our invitation, but that he 
might come as a personal representative 
and at the request of the President of the 
United States. 


The Committee on Resolutions reported 
and the Convention adopted the resolu- 
tions printed on the following page. 
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Resolutions of the American Bankers Association 


5 Giese Forty-Eighth Annual Convention 
of the American Bankers Association, 
composed of upwards of 11,000 delegates 
and guests, representing every part of the 
United States and every legitimate type 
of financial institution of the United 
States, met in the city of New York 
from October 2 to 6, 1922, to study the 
various problems confronting the nation, 
especially those affecting the financial in- 
terests of the country. As a brief state- 
ment of the conclusions reached from 
consideration of the addresses and dis- 
cussions at the various sessions, we sub- 
mit these resolutions and commend the 
opinions and recommendations herein ex- 
pressed to the thoughtful attention of 
the government and the people of the 
country. 


Legislation 


E continue to urge upon our gov- 

ernment the elimination of all un- 
necessary expenditures in order that taxes 
weighing heavily upon business may be 
still further reduced. 


We disapprove of the continued at- 
tempts to establish further government 
commissions which tend more and more 
to hamper the industrial and commercial 
development of the country and in an 
unnecessary way increase the cost of 
doing business. For like reasons, we rec- 
ommend the discontinuance of such exist- 
ing commissions as experience may prove 
unnecessary. 

We reiterate our position in regard to 
tax-exempt securities of any type, believ- 
ing that it is highly undesirable that fur- 
ther tax-exemption should be authorized 
by the Federal government or any of the 
political sub-divisions of the country. 


The Foreign Situation 


E call attention again to the serious- 

ness of the foreign situation, es- 
pecially of Europe, which is affecting 
detrimentally our own conditions and 
preventing even those industries in our 
country which are not dependent upon 
foreign trade from recovering fully from 
the depression which otherwise would be 
rapidly disappearing. 

There is no possibility of a healthy and 
normal situation in this country until the 
nations with whom we trade are able to 
pay us for what they import. As this can 


be done in the main only by means of ex- 


ports to us, we trust that the President 
will not hesitate to make use of the power 
granted him by the new tariff law to 
make such adjustments from time to time 
in the schedules as may be necessary for 
a restoration of our international com- 
merce. 

We believe that the time has come for 
the government of our country to formu- 
late the principles on which it will be 
able to cooperate with other nations to 
bring about the needed rehabilitation of 
European countries and peace in the 
world. 

To this end we urge the Administration 
to consider the advisability of promptly 


making its representative upon the Repa- 
ration Commission, an official of that 
body; we also recommend to Congress 
that there be granted to the Debt Fund- 
ing Commission such further powers as 
will enable it to negotiate more effectively 
with the foreign nations now debtors of 
the United States. 


Labor 


Ve are glad to note an end of the 
recent strikes in fundamental indus- 
tries, and we hope that the period of 
peace in industrial life will be used for 
the purpose of careful investigations to 
serve as a basis for a permanent method 
of adjustment of the questions arising 
between employer and worker. 


It is our belief that in those industries 
whose continued operation is essential to 
the wellbeing of the whole people or- 
ganized strikes should be regarded as 
against the welfare of the state. We 
make a sharp distinction between the 
right of the worker to leave his employ- 
ment and the attempts made by intimida- 
tion to compel those employees to leave 
their posts, who’ otherwise would be 
willing to work. 


Transportation 


Wie again urge upon the government 
and the people to support in every 
way possible any measures which tend to 
improve our transportation systems, 
either on land or on sea. We believe that 
our merchant marine should be developed 
through individual initiative and not be 
placed under government management, 
and we approve of the efforts of the 
President of the United States to bring 
about such a development as is necessary 
in order that our merchant marine may 
serve our commerce in time of peace and 
be a protection to our country in time of 
war. 

Therefore, we recommend the modi- 
fication of those sections of our shipping 
laws which make it impossible for our 
ship owners to compete on an even basis 
with ship owners of other countries. 


Agriculture 


WE are glad to note a steady im- 
provement in the condition of the 
farmer, and we congratulate the agricul- 
tural community upon having organiza- 
tions generally led by men who are 
showing marked breadth of vision and 
soundness of judgment in respect to the 
problems confronting this most important 
of our industries. 


We can assure the farmers and live- 
stock producers of the country that the 
bankers will continue to lend them their 
best aid in the solution of their manifold 
problems, which solution should be sought 
through private enterprise and 
through government aid. We therefore, 
approve of the various endeavors being 
made by the farmers themselves to in- 
crease the facilities for the orderly mar- 
keting of their products. 


not: 


Federal Reserve System 


WE disapprove emphatically of the 
attacks made upon the Federal Re- 
serve System and the members of the 
Federal Reserve Board individually. We 
believe that there is no surer way of hin- 
dering a return to prosperity than by 
attempts to undermine our banking sys- 
tem, which has proved its value through 


an unprecedented time of stress and strain. . 


Currency 


VAS regret to see that some of our 
people have not learned from the 
experience of Russia and the Central Em- 
pires of Europe that a sound currency 
system based upon a gold standard is ab- 
solutely essential not merely for the 
orderly conduct of the business of the 
country but even for the maintenance of 
civilized life. 


Clearing House Examinations 


E recognize the importance to sound 

banking of examinations conducted 
under the auspices of the Clearing House 
Associations of the country, and we rec- 
ommend the extension of.this system of 
examinations to all communities of suf- 
ficient size. 


Education 


WE E pledge our support to the incoming 
President of the American Bankers 
Association in the campaign to teach sound 
thinking along economic lines. We re- 
gard such education as necessary for the 
safety of our great democracy. We be- 
lieve that the universities, colleges, and 
other educational institutions of this 
ene should cooperate to further this 
work. 


We recognize the splendid educational 
accomplishments of the American Insti- 
tute of Banking, and we recommend its 
future possibilities to the active and in- 
telligent interest of the members of this 
Association. 


Guests 


HE American Bankers Association 

desires to record its appreciation of 
the visit of the Rt. Hon. Reginald Mc- 
Kenna and his willingness at such a cru- 
cial time as the present to.deliver his 
important and inspiring message. We 
regard his address as giving the clearest 
and most exhaustive picture of the inter- 


national situation and his suggestions for 


the solution of the problem are worthy 
of the most careful consideration. 


We also take this occasion to express 


our thanks to the Hon. Henry J. Allen, 
Mr. Thomas W. Lamont, and Dr. George 
E. Vincent for their brilliant addresses 
and their readiness to give advice and 
counsel upon the great questions con- 
fronting the nation at this time, and we 
are also grateful to the gentlemen who 
addressed the various separate Divisions 
and Sections of this Convention. 
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Retiring President 


HE American Bankers Association 

desires to express its hearty apprecia- 
tion of the statesmanlike administration 
of its affairs by its retiring President, 
Thomas B. McAdams, and it commends 
especially his success in coordinating the 
work of this Association with that of 
similar associations in this country and 
his continued effort to make available the 
resources of this Association for our 
government and people. 

Mr. McAdams’ administration has 
marked further progress in the useful- 
ness of the Association not merely to 
its members but also to the country. 


Executive Manager 


E congratulate our Executive Man- 
ager, Fred N. Shepherd, upon the 
successful conduct of his office and wish 


to express our appreciation of the loyalty 
and faithfulness which he is showing to 
the interests of the Association and its 
members. 


The Press 


ake the press, we express our thanks 
for the courtesies and interest in our 
proceedings and for the full and fair 
comments with which they have favored 
us in their various publications. 


Hosts 


HE members of the American Bank- 

ers Association find it is impossible 
for them to express in adequate terms 
their thanks and gratitude to their New 
York hosts for the courtesies and kind- 
nesses which have been shown them. 
They recognize that it required unceas- 


ing labor on the part of many for a long 
period of time preceding the convention 
to have made the meeting such a brilliant 
success. Unable to name everyone who 
has contributed to the success of the 
convention and the pleasure of those at- 
tending, it would convey to Seward Pros- 
ser, chairman of the Committee of One 
Hundred; Mrs. Dwight W. Morrow, 
chairman of the Women’s’ Reception 
Committee; Walter E. Frew, chairman 
of the Executive Committee; and Guy Em- 
erson, Executive Manager, and through 
them to all members of their committees 
and any others who may have assisted 
in their work an acknowledgment of 
gratitude and appreciation. 


M. A. TRraytor, Chairman 
Frep I. Kent, Vice-Chairman 
WaLTER LICHTENSTEIN, Secretary 


Taxation of Bank Shares; Amendment to Constitution 


HE following resolution, submitted 
by the Executive Council was adopted 
by the Convention. 

“Tn the interests of fairness and as a 
necessary protection to the national banks 
and all other banks against excessive and 
discriminatory state taxation, your com- 
mittee urges adherence to the principle 
underlying Section 5219 U. S. Revised 
Statutes, that the taxation of national 
bank shares by the state shall not be at 
a greater rate than is imposed on other 
moneyed capital of individual citizens of 
the United States, as construed by the 
Supreme Court of the United States, and 
opposes the enactment of legislation which 
involves departure from that principle.” 


The following amendment to Article 
IX, Section 1, of the Constitution was 
recommended unanimously by the Execu- 
tive Council at White Sulphur Springs. 


“Omit the last sentence of Section 1 
of Article IX as follows: 


“Tf the question is determined affirmatively 
by two hundred of the members present at the 
convention and voting, the resolution or subject 
matter shall be in regular order and shall be 
considered and acted upon accordingly; pro- 
vided that this section shall not apply to any 
proposed amendment of the Constitution.’ 


“and substitute therefor: 


“ “Tf the question is’ determined affirmatively 
by two hundred of the members present at the 
Convention and voting, the resolution or sub- 
ject matter shall be in regular order and 
shall be considered and referred to a special 
meeting of the Administrative Committee or 
the Executive Council to be immediately called 
for recommendation of approval or disapproval. 
Upon report of recommendation by the Ad- 
ministrative Committee or the Executive Coun- 
cil, the question shall be acted upon by the 
convention; provided, that this section shall 
not apply to any proposed amendment of the 
Constitution.’ ” 


Proposed Charge Tabled 
The amendment was adopted. 


The following proposed amendment to 
Article IX of the Constitution providing 
a new section as follows was laid on the 
table: 


“Section 3. Questions which relate particu- 
larly and exclusively to either one of several 
classes of banks represented by Divisions of 
the Association shall not be acted upon by 
the convention or by the Executive Council, 
but only by the particular Division to which 
the question solely relates. In case of dis- 
pute whether any question presented under 
this rule relates particularly and exclusively 
to any one Division, the Administrative Com- 
mittee shall have full power of decision. 
Whenever such dispute arises at any session 
of the general convention or at any meeting 
of the Executive Council, the question shall 
be referred to a special meeting of the Ad- 
ministrative Committee for immediate - con- 
sideration and report.” 


President-Elect Puelicher’s Acceptance 


HE newly elected officers, President 

Puelicher, First Vice-President Head 
and Second Vice-President Knox were 
then installed. 

George D. Bartlett, Secretary of the 
Wisconsin Bankers Association, expressed 
the appreciation of the Wisconsin Bank- 
ers Association of the honor conferred in 
electing a Wisconsin banker to the presi- 
dency. 

PRESIDENT-ELECT PUELICHER: My 
friends, ever since the result of yester- 
day’s election became known to me, I have 
been swallowing lumps as big as my fist, 
and there is one in my throat now, that 


I have got to get down before I can say 
a word. 

You have given me the greatest oppor- 
tunity for service in the interest of our 
profession that can come to one of us. 
I approach the great honor very humbly. 
I appreciate the token from my friends 
in Wisconsin. It is there that I started 
my activities in association affairs. My 
home has always been there and their 
good wishes, as do yours, mean much 
to me. 

I want first of all in accepting this 
office, to express my appreciation of the 
privilege of having been associated with 


our retiring President. In addition to 
the intelligent consideration of every 
question that rightly came before him, he 
gave a loyalty and a devotion which will 
always leave the Association his debtor. 

Mr. McAdams put into his work his 
big, warm, Southern heart and gave of 
his great, generous soul. 

Much of his planning will be carried 
on in the coming year. Many of the 
things that he has instituted we will con- 
tinue to further; many of the problems, 
the solution of which he has undertaken 
and that need further caring for will be 
carefully cared for. 
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We approach the year with many of the 
world’s problems still unsolved. As we 
learned from Mr. McKenna’s speech yes- 
terday, the international situation in which 
we, by force of circumstances are vitally 
interested, is still without a solution, a 
solution in which the American banker 
must take a prominent, if not the most 
prominent, part. 

The industrial situation is one which 
continues to give cause for worry, and 
there in conjunction with other national 
associations, we may be able to serve, as 
Governor Allen who addressed us so 
eloquently this morning found the solu- 
tion. Think of it! 

The agricultural situation is one to 
which special attention has been devoted. 
It has been the endeavor of the American 
Bankers Association to bring about a 
better understanding between the agricul- 
tural and the financial interests. The 
banker has learned that the farmer has a 
real problem which differs considerably 
from the credit problems of manufacturer 
and merchant. 


On the other hand, the farmer realizes 
that his interests will not be served by 
furthering and promoting schemes which 
will benefit him temporarily, but will 
work permanent injury to the rest of the 
country. 

In no field, however, can the banker be 
of greater service than in protecting the 
integrity of our banking and currency 
systems. 

We have the terrible example of Rus- 
sia before us. Russia deserted the gold 
standard. As so many of the world prob- 
lems rest on the application of sound 
economics, the work of the Committee 
on Public Education, to make that knowl- 
edge more general, will continue to be- 
come more and more important. 

The year will bring with it many new 
problems and in the solution of all of our 
problems I rely upon your active support 
and assistance. Now as I said in the be- 
ginning, you have given me great oppor- 
tunity for service. I pray that I may 


have the strength and the wisdom to ren- 
der acceptable service. Life is service. 
In serving we live. I go to serve. 


Seattle Wants the Convention 


EXECUTIVE MANAGER SHEPHERD an 
nounced the receipt of invitations to hold 
the 1922 convention in Seattle. One from 
Frank Waterhouse, President of the 
Seattle Chamber of Commerce; the other 
from M. F. Backus. President of the 
Clearing House of Seattle. 

Mr. Shepherd also presented an invita- 
tion from A. C. Bedford, Vice-President 
of the International Chamber of Com- 
merce, and Chairman of the American 
Committee of the International: Chamber, 
on behalf of the American Committee an 
invitation to the members of the Ameri- 
can Bankers Association to join with 
other American business men in the sec- 
ond general meeting of the International 
Chamber of Commerce, which will be 
held in Rome, from March 18 to 26, 1923. 


Presentation to Mr. McAdams 


Rao J. Maddox, president of the 
Atlanta National Bank, on behalf of 
the Association, presented to the retiring 
President a silver service. 

Mr. Mappox: I feel sure that we all 
will agree that the year just closing has 
been the most successful in the history 
of our Association, and the credit is due 
to the splendid services of our retiring 
President. 


Coming from that splendid state which 
has contributed so much to our political, 
social and economic life, it seems he has 
caught the sunshine of the best traditions 
of Virginia and spread its glow over our 
entire Association. His charming per- 
sonality, his untiring energy, his fairness 
as a presiding officer, his loyalty to all sec- 
tions of the Association, his high banking 
ideals, his broad vision of our domestic 
problems, and his ability to see and point 
the way for America to continue to take 


her high place in the movements of the’ 


world, have all contributed to bring this 
Association up to the highest pinacle of 
its achievement. 


In bringing the leading bankers of Can- 
ada and Great Britain in closer relation- 
ship to the American Bankers Association, 
he has welded more strongly the bonds 
that bind these two English-speaking 
peoples together, and if he had done’ no 
more than to attract the attention of New 
York and make this Association once 
more seem worthy to be guests of this 
great city, whose hospitality we have re- 
cently so much enjoyed, that alone would 
have put us under everlasting obligations 
to him. 


To be President of this Association is 
the highest honor which can come to any 
banker in this country, and although I 
see some of the former presidents, I am 
sure they will all agree with me that the 
standards of qualification for this office 


have been steadily raised, and each year 
it seemed to be more difficult to fulfill 
them. 

I fully realize that the greatest com- 
pensation which can come to our retiring 
President is the knowledge (which I am 
sure he deserves and must have) that he 
has the friendship and the good-will of 
every member of this Association; that 
he has contributed to the uplift and up- 
held the higher ideals of our profession, 
and that he has contributed in his admin- 
istration much toward the progress of 
this country in the affairs of the world. 

But we would like him to carry away 
with him some visible evidence of our 
appreciation of his splendid services, and 
I have been requested by the Association 
to present this silver service, as a token of 
our regard. 

And now, Mr. McAdams, in the name 
of the American Bankers Association, I 
present to you this silver service, and 
may it say to you, your beautiful wife, 
and your lovely children, as the years 
go by, “I came from the hearts of the 
bankers of America, to their beloved 
President, Thomas B. McAdams, an able 
banker, a noble patriot, and a Virginia 
gentleman.” 


The Response 


Mr. McApams: My friends, I had an 
idea while Mr. Maddox was talking that 
I should like to tell you a story, but he 
has been so kind, so effusive in his praise 
as to put me in no humor for jocularity. 
This has been a wonderful week. Last 
year has been a long year. We do not 
sometimes realize how much work is given 
to the bankers of America by the officers 
of the Association. I do not refer to the 
President, but I speak in behalf of all of 
those men from the various committees 
and commissions in the Divisions and in 


the Sections who voluntarily serve week 
after week and month after month that at 
the end of the year there may come this 
expression through our annual convention 
of the achievements and purposes of the 
American banker. 

That has been the kind of a year 
through which we have been, and it has 
been a great source of satisfaction to me 
that our response to the hospitality of 
these noble and lovely people of New 
York has been so full that we have had 
this wonderful opportunity to enjoy our- 
selves in this great city, and at the same 
time we have shown our appreciation of 
their desire to make the convention a real 
one by our attending fully every session 
of the convention and of the various 
Divisions, and through the hundreds who 
have been turned away because they could 
not get into the hall, we have definitely 
answered the criticism which appeared 
last spring in some of the financial papers 
that the American banker took no inter- 
est in the serious deliberations of his con- 
vention, but attended solely for the pur- 
pose of having a good time. 

If I have accomplished nothing more 
than to have had something to do with 
suggesting that this convention be held 
in New York and making up a program 
which has brought all of us so close to- 
gether, then I feel that the time and 
the labor has been well spent, but far be- 
yond that I do appreciate the cordial co- 
operation which has been accorded me 
on every side. I appreciate the warmth 
of the handshake which I have received 
in the lobbies during the sessions of the 
convention; and I shall go back to my 
home, retiring now again to the routine 
of banking, with, as Will Rogers said last 
night, “the work of the world definitely 
lifted from my shoulders,” and live in 
the memory of your kindness and consid- 
eration. 


Annual Address of the President 


By J. ARTHUR HOUSE 


President Guardian Savings and Trust Company, Cleveland, Ohio 


INCE the meeting of our Division at 
Los Angeles in October of last year, 
many important things have taken 

place in the world at large and in our 
country, all having a bearing upon the 
financial situation both nationally and in- 
ternationally. 

In the international field might be men- 
tioned the Limitation of Armaments Con- 
ference held in Washington last winter 
called by President Harding so ably car- 
ried to a successful conclusion through 
the efforts of the President and Secretary 
of State Hughes. It is almost impossible 
at this time to estimate the effect of this 
important step in bringing together the 
five principal nations of the world to 
stop the enormous expenditures of money 
in the ever-increasing demands for better 
and larger navies. This conference might 
well be taken as a pattern for future 
conferences to consider many of the 
perplexing problems unsolved which are 
troubling this whole world of ours. 

The failure of the Genoa and Cannes 
Conferences to accomplish the purposes 
for which they were called was most 
disappointing to those of us who had 
hoped that out of those gatherings might 
come a solution of some of the grave 
problems with which Europe is con- 
fronted. 


We Are Interested 


The almost total collapse of the Eu- 
ropean exchanges—the unsettled German 
reparations situation, the failure of the 
European nations to balance their bud- 
gets, the enormous issuance of paper 
money by those nations, the jealousies 
and lack of harmony among the Euro- 
pean countries—all create a most difficult 
situation and one which will require the 
utmost patience, diplomacy and highest 
type of statesmanship to deal with. 

We can no longer say to ourselves that 
we are not interested in the proper and 
just solution of the European situation ; 
we are, for our future prosperity is de- 
pendent upon a reconstructed and normal 
Europe, and not only Europe but a nor- 
mal condition in every country in the 
world with which we are doing business 
and in which we can find markets for 
our surplus of manufacture, of food and 
of agricultural products. Our farmer is 
interested in the price at which wheat 
sells in London, Paris and Berlin for 
the price established there fixes the price 
at home. Likewise we are interested in 
knowing what they have to dispose of. 

The question of the settlement of the 
debts of European nations to us has a 
very important bearing upon many of 
the questions referred to and it is hoped 
that the commission appointed by Presi- 


dent Harding to study this important 
problem will make a recommendation 
which will settle and solve the question. 

So much for the international phase 
of the situation. 

In our own country we have experi- 
enced a gradual return to normal busi- 
ness, interrupted unfortunately by in- 
dustrial disputes and strikes of more or 
less magnitude, notably the coal and rail- 
road strikes, both of which have tied up 
many industries, causing factories to 
close, throwing men out of employment 
and causing suffering and loss difficult 
to estimate. The hard and soft coal 
strikes fortunately have been settled and 
the railroad disputes bid soon to be a 
thing of the past. Whether we agree 
with the manner in which they are set- 
tled or not, the fact that they are settled 
tends to help the business situation of the 
country. 


National Progress 


The last year has given us much to be 
thankful for in the United States. One 
year ago unemployment was very gen- 
eral throughout the country and now 
practically none exists. 

The adoption of the national budget 
through the efforts of President Harding, 
ably assisted and administered by one of 
our own trust company officials, General 
Charles G. Dawes, president of the Cen- 
tral Trust Company of Chicago, marks 
an epoch of far-reaching importance to 
our governmental affairs. 

The insistence of Congress at this 
time in passing a Soldiers’ Bonus Bill, 
calling for an ultimate expenditure of 
over $4,000,000,000 at a time when the 
country is confronted with the task of 
meeting within the next year the problem 
of refunding many billions of dollars of 
maturing obligations, decreasing revenue 
and a deficit in the year’s operations, 
again draws attention to the utter dis- 
regard of our lawmakers to the business 
side of our government. We stand for 
the most liberal treatment of our soldiers 
and sailors, who, in the discharge of 
their duty to their government and their 
country in the Great War, have become 
disabled or incapacitated, but the payment 
of a bonus to able-bodied men is wrong 
in principle and cannot be defended in 
a country such as ours. The action of 
President Harding in vetoing the bill 
passed by Congress is to be most highly 
commended and the country is fortunate 
in having as its President a statesman 
who has the courage of his convictions, 
and, seeing his plain duty, does not allow 
political expediency to influence him in 
the discharge of that duty. 

Twenty-six years ago, when the Trust 
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Company Division of the American 
Bankers Association was organized, there 
were in the United States about 251 
trust companies having total resources 
of about $843,713,741. Today there 
are approximately 2,500 trust companies 
with resources in excess of $12,000,000,- 
000 as shown by their statements pub- 
lished on June 30, 1921. Just how much 
property the trust companies of the 
United States hold in their trust depart- 
ments is impossible to state as publica- 
tion of those figures is not required in 
most states, but undoubtedly, it is far 
in excess of the banking resources, and 
it is unquestionably a true statement that 
the trust companies of the United States 
hold in their banking and trust depart- 
ments more property than any other 
group of banks in our country. 

The importance of our business is 
emphasized the provisions of the Fed- 
eral Reserve Act permitting national 
banks to establish trust departments and 
transact business under certain condi- 
tions. National banks, in ever-increas- 
ing numbers, are taking on trust powers 
as authorized by the act. We welcome 
them into the field—the surface has 
hardly been scratched and there is busi- 
ness enough for all. 


Not a Side Line 


Trust business, however, cannot be 
carried on as a side line and our concern 
is that it be conducted in the future, as 
in the past, on the same high plane of 
service by highly trained experts. And 
yet, in this tremendous increase in the 
number of banks qualifying to perform 
trust functions lies a grave danger that 
inexperienced trust men, overzealous for 
business, may innocently transcend the 
principles of trust company service, the 
canons of ethics, and the ideals for which 
this association has stood—every such 
instance reflects not alone upon the of- 
fending company but upon all trust com- 
panies. And so we have a problem at 
home, among our own profession—a 
problem of education—and I earnestly 
bespeak your consideration of a pro- 
gram which will bring to every trust 
official a comprehensive knowledge of 
those principles and those ideals which 
a quarter century of experience has 
breathed into the heart and life of this 
Association. 

The Division has been active and alert 
with respect to all matters affecting trust 
company interests. Through our various 
committees every phase of our work is 
cared for. Our Federal Legislative Com- 
mittee has carefully watched and taken 
appropriate measures for the protection 
of the interests of our business as far as 
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national legislation is concerned. ‘There 
is now most urgent need for an amend- 
ment to our laws in respect to the final 
determination of the value of estates 
and a closer cooperation between govern- 
ment officials and corporate fiduciaries 
in securing greater service to the public 
in the administration of estates. I would 
urge all of our members to watch legis- 
lation affecting trust companies in their 
own states during the coming year when 
so many state legislatures will meet. In 
some states legislation very adverse to 
trust company interests has been enacted 
or proposed and it will be well for our 
membership to cultivate the acquaintance 
and friendship of state legislators so that 
they may frankly discuss with them any 
measures which may arise for considera- 
tion affecting trust company or banking 
interests in their respective states. 


Most excellent results have come from 
the work and activities of the Committee 
on Publicity in the forwarding of the 
National Publicity Campaign and the sale 
of the trust company idea to millions of 
people throughout the country during the 
past two years. This pioneer work, un- 
dertaken and accomplished on a broader 
scale than ever before, merits the sup- 
port of every member of the Trust Com- 
pany Division. During 1921 and 1922 
about $110,000 has been secured for this 
work, and from the most careful and 
conservative estimates, which I made per- 
sonally, I am of the belief that business 
already secured and written will bring 
to the trust companies of the United 
States earnings representing large div- 
idends on the amount expended. 

Our various other standing commitees 
have been active, such as the Committee 
on Community Trusts, Committee on 


Standardization of Charges, Committee 
on Staff Relations, etc. 

I want to call the attention of the State 
Vice-Presidents to the responsibilities of 
their office and to suggest that they keep 
in close touch with all-matters relating to 
trust company affairs, and to bring to the 
attention of the officers or members of 
the committee any subjects or situations 
that may arise during the year in their 
respective states affecting trust company 
business. 

This year, from the standpoint of trust 
companies, has been most satisfactory. 
Reports coming in from our members 
from all sections of the country indicate 
that business is reviving and that our 
members are sharing in its revival. 

Trust company services are coming to 
be better understood by the public gen- 
erally through personal contact and skill- 
ful handling of trust estates. Judging 
from the great strides being made in my 
own city by our trust companies, the 
next ten years promises still greater suc- 
cess than in the past. 

In February of this year was held our 
usual midwinter conference and eleventh 
annual banquet, which was probably the 
largest attended in the history of the 
Division. Out of the discussions came 
many valuable suggestions for increas- 
ing trust company business and the ban- 
quet was in every way a success. 

Permit me to thank you for the honor 
you conferred upon me in electing me 
president of the great Trust Company 
Division of the American Bankers Asso- 
ciation and for the many courtesies which 
have been shown me during my adminis- 
tration of this office. My appreciation is 
especially due to the officers of the Divi- 
sion and to the members of the commit- 
tees who have performed the real tasks 


and who have made the work of the year 


so successful and so pleasant. 

Since I have read my report, some fig- 
ures have been handed to me with respect 
to the total resources of the trust com- 
panies of the United States, as compiled 
by the United States Mortgage and Trust 
Company of New York, for the year 
ending June 30, 1922. These figures are 
from 2,372 trust companies, practically 
the same number that reported in 1921, 
and the total resources of those trust 
companies are $12,739,000,000 an increase 
during the year of $416,000,000 in re- 
sources, about 3.3 per cent. The greatest 
increases were in the states of New York, 
which gained $227,700,000; Illinois, $109,- 
800,000; California, $77,200,000; New 
Jersey, $53,300,000; Maryland, $34,100,- 
000, and Massachusetts, $33,200,000. 
Pennsylvania showed a decrease of $72,- 
000,000, and Texas $40,000,000. The net 
increases by territory are approximately 
as follows: In the New England terri- 
tory the resources increased $53,000,000; 
North Atlantic, $250,200,000; Southern 
territory, $26,300,000; Pacific Coast, $63,- 
100,000; North Central $104,000,000, and, 
the Plains, $8,600,000. 

We are all interested in a proper and 
just solution of the European question. 
We are fortunate in having with us to- 
day one who has had a close touch and 
contact with the European situation, and 
who knows some of its problems; and I 
take great pleasure in introducing Alvin 
W. Krech, president of the Equitable 
Trust Company of New York. 

On motion of Mr. Smith (New York), 
the president appointed as Nominating 
Committee to select five members of the 
Executive Committee of the Division, 
Messrs. McCarter, Sisson, Hennings, 
Fries and Teter. 


Keeping Faith With Europe 


By ALVIN W. KRECH 


President The Equitable Trust Company of New York 


GREAT many people think that the 
European situation does not touch 
us. Certainly business by and 

large is good—better perhaps than at any 
time since the armistice. The proof of 
‘the pudding is in the eating. Present con- 
ditions speak louder than words. Our 
exports, though showing diminution, are 
still substantial. There is a plethora of 
gold and a plethora of agricultural prod- 
ucts, and while wages are high compared 
with international standards, there is also 
a corresponding increase in our consuming 
power. Why should we worry? This 
seems to be the viewpoint of the average 
superficial observer as he points to the 
empty kerosene cans bearing the Ameri- 
can trademark strewn over the landscape 
of Central Tibet, or shows how Paris 
and Calcutta alike have a preference for 
the Los Angeles film, and boasts that the 
sun never sets upon the motor cars turned 
out in Detroit, not to speak of our sur- 
plus cotton and copper and food supplies 
which Europe continues to take with 


avidity. I am aware that some of us 
have publicly expressed the view that 
our export factor plays so small a part in 
the nation’s business as a whole that even 
a violent disruption of our export busi- 
ness would not affect the nation’s pros- 
perity. A very sweeping and assertive 
statement, which everything in our na- 
tional economy disproves. 

In the year 1913 the world was at 
peace, and international trade was con- 
ducted under normal and peaceful con- 
ditions. During that year the value of 
our exports footed up approximately 
$2,500,000,000 of which two-thirds was 
taken by Europe. These exports included 
66 per cent. of our cotton crop, 10 per 
cent. of our wheat and 8 per cent. of our 
meat products. Such was our trade with 
a solvent Europe—with a prosperous, 
thrifty and industrious Europe. The 
Europe of today is pathetically poor! I 
need not paint the picture. Potatoes and 
turnips took the place of American grain 
in practically the whole of Central 


Europe during the war, and, alas! it is to 
be feared that in certain countries po- 
tatoes and turnips may again become the 
fare of the masses. 


Mr. Cravath, one of our intelligent in- 
ternational observers, recently wrote as 
follows: 


“It will readily be seen what a serious dis- 
placement of agricultural effort would follow 
any permanent, radical reduction in our ex- 
ee of agricultural products. The shock 
rom this displacement would not be confined 
to the portion of our population engaged in 
agriculture. The diminution of the buyin 
power of the agricultural population woul 
automatically reduce production in many other 
departments of industry. The agricultural 
population, rendered idle by the reduction in 
production in the agricultural field, would 
seek employment in other activities, causing 
unemployment and reduction of wages. A re- 
adjustment would doubtless be accomplished 
after a sufficient number of years, but no one 
can measure the loss, distress, suffering and 
the lowering in the standards of living that 
would result in the meantime. Even though in 
the end the world would again be prosperous 
the loss to the United States would have been 
irreparable because other nations would have 
found means of getting on without, or them- 


from our abundance. 
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selves producing many of the commodities 
they have been in the habit of buying from 
the United States.” 

The question uppermost in my mind is, 
how long is impoverished Europe going 
to continue to take our goods, keeping in 
mind besides that our impoverished for- 
eign customers will practically be forbid- 
den the approach of the American market 
by the erection of our tariff wall? 


For the first seven months of this year, 
preceding the erection of our latest tariff 
wall, our excess export balance had al- 
ready shrunk from 1,361 millions of the 
previous year, to 455 millions, or approxi- 
mately 35 per cent., the high of our ex- 
cess exports balance being 2,671 millions 
in the year 1919. 


There is nothing more fatal for any 
country than to have on its hands an un- 
exportable surplus—whether that surplus 
consists of commodities or credits, some 
of our friends to the contrary notwith- 
standing. 

Surely, on purely practical and selfish 
grounds, we are vitally interested in the 
restoration of European solvency, and in 
the maintenance of her capacity to take 
It is our plain duty 
to accelerate the process of her rehabilita- 
tion. 


Touch Us But Remotely 


The two great rocks which bar the 
road—reparations and Inter-Allied debts 
—have been made the main theme of this 
Convention. 

Respecting reparations Mr. McKenna 
in his very able and scholarly analysis 
yesterday made two practical suggestions: 

lst: That the immediate reparations 
demand be limited to what Germany’s 
present foreign investments and balances 


may produce, 


2nd: That she be given a breathing 
space for a few years, and thereafter pay 
whatever her exportable balance may 
produce. 


But this whole question of reparations 
touches us but remotely, and only to the 
extent that it is the fundamental element 
in the stabilization of the European Con- 
tinent. 

The United States asked for no repara- 
tion and has gotten what she asked for. 
We have declined official representation 
upon the Commission. Signor Nitti has 
called the whole story of reparations “un 


enorme equivoco’—an enormous comedy 


of errors. 


But the dénouement seems to be in 
sight, since M. Poincaré has for the 
moment abandoned his bellicose attitude 
and has accepted the latest recommenda- 
tion of the Reparations Commission. 

No one can find fault with Mr. Mc- 
Kenna’s clear and logical conclusions— 
truth, facts, expediency, all these point 
the way. 

But the inevitable dénouement falls with 
a heavy hand upon France. France has 
spent up to now 90 billions of francs on 


the rehabilitation of her devastated re- 


gions, and the deficit of her general 
budget amounts to upwards of four bil- 
lion francs. The French people have an 
admirable way of answering the call of 
their Minister of Finance, and the new 


loan which is shortly to be issued will 
find the same response as its predecessors. 
But even French thrift has its limitations, 
and besides the floating of loans does not 
go without its economic and financial 
dangers. 


Leaving aside what Germany has al- 
ready paid in kind and in cash, the repara- 
fon obligation has taken the following 
orm: 


_ Total—one hundred and thirty-two bil- 
lion gold marks, divided as follows: 


12 billions Series “A” Bonds with b) 
per cent. interest and 1 per cent. amorti- 
Zation. 


_ 38 billions Series “B” Bonds with a 
like rate of interest and amortization. 


82 billions Series “C”’ Bonds. 


What bearing has the proposed can- 
cellation of Inter-Allied indebtedness 
upon the reparations question? 


The funding negotiations with Great 
Britain will take place, probably, in No- 
vember. However willing or able Great 
Britain may be to meet her obligation, 
we may well find it inexpedient to accept 
her payment in strict accordance with the 
terms of the Funding Bill. Experience 
has demonstrated that the actual liquida- 
tion of so huge an international debt is 
far removed from an unmixed blessing to 
the creditor nation. But as to her ability 
to pay there is no doubt. Great Britain 
can pay, and, what is better, wants to 
pay. “The British Empire,” the Morning 
Post wrote lately, “is built upon pride. 
Take away the Britishers’ pride and they 
are nothing.” 


Speaking of the British indebtedness to 
the United States, Mr. McKenna tells us 
that Great Britain is prepared to honor 
her bond in full. 


Finest Collateral 


Gentlemen, British pride and British 
honor have always been the finest col- 
lateral in the world. 


As to France and Italy, does anyone 
really believe that our forgiving of their 
debts would in any way help the Allies 
to collect from Germany? Since France 
and Italy are perfectly safe in leaving 
out of their calculations, for the moment 
at least, the amounts they owe to Amer- 
ica, what immediate good could a can- 
cellation of the debt bring about? In my 
opinion cancellation of the debts would 
not in the least affect the present aspect 
of the reparations problem. “Oh, yes!” 
I hear you say, “cancellation, or, at least, 
a part cancellation of the debts, would 
probably be immediately answered by a 
cancellation of a corresponding amount 
of ‘C’ Bonds.” Very good! But the “C” 
Bonds are but a mirage on the distant 
horizon, and when all has been said and 
done the reparations payments in the 
latest form are not even sufficient to 
touch the fringes of the “B” Bonds. 
Nevertheless, I do not want you to take 
this as an argument against cancellation; 
I merely want to point out that the 
Reparations Commission, whose duty it 
is to collect from Germany, would not 
find its difficult task lightened by even so 
drastic a measure as the cancellation of 
the Inter-Allied debts. 


About a year ago I had the honor ot 
discussing this subject before the Ameri- 
can Economic Society, and I have since 
seen no reason to change my views. I 
said then: “the moment is ill-chosen to 
bring the question of the cancellation of 
the debt in so uncompromising a manner 
before our people. Economically speak- 
ing, we are at present a very much 
harassed people. The burden of the 
taxes, the difficulties and hardships 
brought upon us by deflation, make it very 
hard for the people at large to examine 
so important a question in the right spirit. 
Therefore, I propose that we should take 
a leaf oyt of Secretary Hughes’ book 
and declare a holiday. of ten years for 
our Continental allies, during which the 
debt would be considered as non-existent. 
After the ten years have elapsed the 
question of the cancellation should be 
taken up again. I believe that these ten 
years of an absolute suspension of the 
effects of the debt would create an at- 
mosphere of judicious aloofness. We 
should then be in a much better position 
and also in a much better mood to ap- 
prozch so vast a proposition. 


Ten Years Hence 


“After all, it will be granted that in 
1931 things may look quite different from 
what they do now. Our debtors are 
hardy people, who have weathered more 
than one storm, and ten years should 
witness great changes for the better in 
their affairs. But the point is not so 
much to wait ten years in the hope that 
our allies may be in a position to pay 
easily their debt; my proposition is not a 
veiled moratorium. I conceived it in the 
hope that, ten years hence, conditions both 
in this country and abroad will have 
prepared a better terrain for the discus- 
sion of the problem.” 


The terrain for the discussion of the 
problem was at the time so little propi- 
tious, indeed, that, instead of the beau 
geste advocated by Professor Seligman 
and so many of our best minds both in 
academic and financial circles, the Bill for 
the Refunding of the Allied War Debts 
was signed by President Harding on 
February 9, 1922. 


Quite naturally, the people and the 
press in Europe were far from pleased at 
the action taken by the United States 
Congress. Eight months have passed 
since the signing of the bill, and it will 
be admitted now that the bill is anything 
but a summons to pay. The bill merely 
creates a World War Foreign Debt Com- 
mission, which is. authorized to refund 
the debts of the former Allied and As- 
sociated Powers. But, as has been 
pointed out in our discussion, the com- 
mission’s power is very strictly limited 
by the proviso that the time of maturity 
of these debts cannot be extended beyond 
June 15, 1947, at an annual interest rate 
of not less than 4%4 per cent. Finally, 
the commission’s authority to refund the 
debt is to cease at the end of three years 
from the date of the passage of the bill. 
In other words, the bill means that a 
commission of five should start negotia- 
tions with our debtors, but its power to 
refund the Allied war debts is made 
dependent upon the proviso of a twenty- 
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five years’ maturity. Because of the very 
strictness of this limitation the commis- 
sion is practically precluded from re- 
funding the war debts, and all it seems to 
be able to do is to discuss with the rep- 
resentatives of the foreign treasuries the 
possibilities of eventual payments. The 
commission is told to try to refund the 
war debts, but only on condition that the 
maturity be not extended beyond the 
twenty-five years. If the commission is 
unable to obtain from the debtor accept- 
ance of the maturity stipulation, all it 
can do is to report its failure. The bill, 
and this is the parting shot, graciously 
grants three years to the commission to 
try and do its best. 


The bill, I repeat, is not a categorical 
summons to pay; it is an invitation to 
talk matters over. It undoubtedly serves 
notice to the Allied world that our people 
are not in favor of a cancellation. It 
does not at all warrant the criticism that 
America is an implacable, merciless cred- 
itor. The solution I suggested in Pitts- 
burgh would have this advantage over 
the Funding Bill in that it takes the ques- 
tion out of the realm of politics for a 
definite period. 


To Shape Our Own Policies 


In the meantime the important thing 
for us is to know how to shape our own 
financial and economic policies with an 
eye upon the European situation. We 
have not ratified the Versailles Treaty, 
we are not in the League, we are not on 
the Reparations Commission, but our ab- 
stention from the councils of the world 
does not preclude us from living in the 
midst of a world of which, whether we 
like it or not, we are a very powerful, 
but still a dependent, part. Our failure 
to occupy a seat at the conference table 
in Genoa has certainly not lowered an 
asbestos curtain, financially or economical- 
ly speaking, between Europe and us. Our 
State Department turns out polite notes 
declining invitations to attend interna- 
tional gatherings, but in the meantime 
our people subscribe to foreign loans, buy 
foreign exchange, or sell locomotives to 
countries whose credit rating is not even 
always very reassuring. 


_On the other hand, you will have no- 
ticed, for instance, that our people have 
become less enthusiastic in taking up for- 
eign loans which certainly goes to prove 
that we are following as closely as pos- 
sible affairs in Europe, and that our finan- 
cial seismographs record even the slightest 
transatlantic tremors. 


Useless Advice 


Much gratuitous advice has been given 
to poor Europe. Europe is told to bal- 
ance her budgets, to reinstate the gold 
standard, or failing this, to stabilize her 
currencies; to levy higher taxes—in a 
word, to behave according to the rigid 
precepts of a conservative political econ- 
omy. Good, sound, old-fashioned eco- 
nomics, but they are the preaching of 
categorical imperatives about as impos- 
sible to comply with as the friendly ad- 
vice to a man falling off the Woolworth 
Building, to whom one would say, “Go 
slow, my friend, better take your descent 
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in easy stages; or, better still, go back to 

your starting place and don’t fall.” 
History, after all, like the experience 

of the individual, is the very best teacher. 


After our Civil War the recovery of 
the Southern states, with their currency 
wiped out, their obligations repudiated, 
would have been delayed for generations 
had they not been a part of the greatest 
interstate free trade area in the world. 
Free interchange of goods, commodities 
and service unhampered by artificial bar- 
riers was immediately resumed. 


I believe and hope that Europe will 
sooner or later profit by this experience 
in our history. It is high time, now that 
self-determination has been at least meas- 
urably accomplished—though not in all 
cases with full justice—that the snarling 
and bickerings and quarrels of Europe 
should cease and be replaced by sound 
principles, mutual understanding and 
mutual cooperation. It is high time that 
Europe should cease her criticism of the 
aloofness of the United States, and that 
the various nations get together for their 
mutual interests. 


European Community 


The British review, The Round Table, 
observes that many Americans had felt 
acutely that the United States should 
take a hand in the work of reconstruc- 
tion, but that these Americans had also 
felt that the greatest necessity of all 
was that the nations of Europe should 
begin to show some kind of European 
community. This is well said. America 
is very little inclined to play a part in the 
European concert, and when she receives 
the flattering invitation of assuming lead- 
ership she must refuse to accept the baton 
of a guest conductor. But America-will 
not withhold her cooperation from a 
Europe which shows some sense of 
European community. 

England, a creditor nation for more 
than a century, maintained her financial 
supremacy, not by collecting and spend- 
ing, but by collecting and _reinvesting 
what she collected. The statistics of the 
growth of her foreign investments show 
that her foreign holdings have been stead- 


The Fourth Mid-Winter Confer- 
ence and the Twelfth Annual Ban- 
quet of the Trust Companies of 
the United States will be held 
Thursday, February 15, at the 
Waldorf-Astoria, New York City. 

Plan your mid-winter trip to 
New York in order to be present 
at these two events. 

The Conference: An all-day dis- 
cussion of practical problems con- 
fronting trust company officials. 

The Banquet: An evening for 
recreation, relaxation, forming 
and_ crystallizing friendships. 
Absolutely no “heavy” addresses 
at this year’s banquet. 
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ily built up by the accumulation of in- 
terest. 


America, a young creditor nation, with 
enormous sums of money flowing back 
to her in the form of interest and sinking 
fund payments, will necessarily be on the 
lookout for safe and profitable reinvest- 
ment opportunities. The problem of find- 
ing markets for her exportable surplus 
of goods will be paralleled by a not less 
vital one—the finding of employment for 
her exportable surplus of credit. Not in 
the form of gigantic international loans— 
I must confess that my imagination stalls 
when they are under discussion—but the 
future holds for the American investor 
countless attractive opportunities which, 
as time goes on, he cannot afford to neg- 
lect, if once Europe gets together on 
safe, sane and practical lines. That such 
a movement is going on on the Continent 
is without question. There are innumer- 
able instances where these silent forces— 
constructive, friendly, cooperative—are 
actively at work. <A loan to Austria 
guaranteed by her former enemies; Ger- 
man Treasury Notes assumed by British 
and Dutch banks; a French group and 


a German group coming together in an — 


effort to effectuate on a practical basis 
the reparations in kind; the Soviet Gov- 
ernment recognizing the vested rights of 
a British corporation; Austrian banks re- 
establishing their branches in the suc- 
cession states; are facts which show that 
Europe is fast coming back to her senses. 
These are not quixotic or fantastic sug- 
gestions. Europe is putting herself in line 
with them. 


Keep Faith With Europe 


Keep faith with Europe? Surely there 
is no other way out either for Europe 
or ourselves. From the ethical point of 
view, our duty to stand by Europe attains 
the heights of a moral law, which we 
cannot possibly escape. I think that it 
was Plato who said that the man who 
could live alone was either a god or a 
beast, and this is as true of nations as 
it is of men, From the cultural point 
of view, America refuses to turn her 
back on the nations which have shared 
with her their art and their learning. 
America’s soul, so full still of the poetry, 
the songs, the legends of the old coun- 
tries, can never give up her yearning for 
the European shores. America must 
keep, will keep faith with Europe, but 
Europe must do her part and keep faith 
with herself. 


PRESIDENT House: We have a treat in 
store for: you. The eyes of the world at 
the present time are centered on that 
little section of the world known as the 
Near East. We are fortunate in having 
with us a man who knows the Near East, 


having been our Ambassador to Turkey 


during the war and prior to the war, and 
who has just returned from Europe 
within the last two days. 


I take great pleasure in introducing | 


Henry Morgenthau, former Ambassador 
of the United States to Turkey. 


atte 


oh 
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Causes of Trouble in the Near East 


HEN I was asked this morning 

VW to come here and say a few 

words, I could not refuse because 

once upon a time I also was 
president of a trust company, so I have 
a very companionable feeling. 

I had a few minutes with Mr. House 
and he thought you would be very much 
interested in knowing something about 
the Near East. I listened with as much 
and perhaps even more interest than some 
of you—to the very splendid address of 
Mr. Krech, and I agree with practically 
all he said, but he left a lot of things 
unsaid. He did not take into considera- 
tion sufficiently the political and the 
human aspects that these foreign coun- 
tries are confronted with, and I am going 
to confine my remarks to one of the most 
serious things, and that is this festering 
boil inthe Balkans, Turkey, which does 
- not seem to be curable, which will some 
day have to be destroyed before you can 
have complete peace in the Balkans. 


Continually Exploiting 


Turkey, under the rule of Abdul Hamid, 
was for thirty years continually exploit- 
ing all her people. The Turks were liv- 
ing as parasites on the other peoples that 
lived in their country. After this Young 
Turk party came into power, they dis- 
covered in a very short time that these 
centuries of misrule of the Turks had 
so completely exhausted the Turkish 
people, had deprived them of all sense 
of freedom or desire for self-govern- 
ment, even, that they made up their 
minds that the only way in which they 
could continue their power was to be 
Abdul Hamids themselves, so that in- 
‘stead of one there were certainly thirty 
or thirty-five, because there was an 
Executive Committee of the Union and 
Progress Party, which really was then 
and is now the invisible government in 
Turkey. This committee can be best com- 
pared to the leaders of an organization 
like Tammany Hall. 

These men were determined, at all 
hazards, to retain power as long as pos- 
sible, and when the Great War broke out 
they determined to throw their lot with 
the Germans; they were the ones who 
' ordered the massacres of the Armenians 
and started this pillaging which has been 
going on ever since. 

Now when peace was made the con- 
ference in Paris determined to cut up 
Austria—and it did. The powers cut it 
up so completely that they took off both 
her arms, both her legs and as much of 
the trunk as they could without reaching 
the heart. They left something that could 
not function or operate and we see what 
has been the result. Austria had to sub- 
mit because they were right in the center 
of Europe and the people around them 
were ready to organize these countries 
and take advantage of it. 

Germany, as you all know, was so 
charged with an amount of reparation, 
that today she is like a crushed gladiator 
on whose head the victor is sitting and 
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saying, “Get up and earn something to 
pay me for the damage you did to me 
before I put you on the ground!” I 
have no sympathy, as such, with the Ger- 
mans as a nation, but I believe that it is 
an utter impossibility for them to rise 
and live, as long as the army of occupa- 
tion is there and this reparation hangs 
over them. I do not think that a mere 
suspension of ten years’ time will help the 
situation. We, as trust company men, 
know that if we have a bad debtor and 
we are strong enough and can be honest 


to our stockholders and to our deposi-. 


tors and to ourselves, and we feel we can- 
not collect any of it, or only a small 
portion of it, we will not carry it as an 
asset on our books—we will cancel it or 
reduce it. 


Krupp’s Plant Converted 


In Germany, I had the extreme pleas- 
ure or privilege of visiting Krupp’s fac- 
tory. I saw those people at work and I 
talked with the managers and I received 
a thorough explanation of how they con- 
verted their factory (where they used to 
make armor plates) in four months into 
a locomotive factory and were turning 
out one locomotive a day. I visited the 
other place where they made the turrets 
for the submarines and I saw them mak- 
ing these great big pipes for the nitrate 
plants. 

I asked them how long it would take 
to reconvert Krupp’s establishment for 
war purposes. They told me not quite 
as long as it took them to construct it 
or change it for civil purposes. 

But I found that Germany was in that 
position that it is utterly impossible for 
them, with their marks depreciated, as 
they are, to continue to do business much 
longer. 

The third country, Bulgaria, was cut 
off from the Mediterranean, her ports 
were taken away, and Bulgaria is today 
just watching and waiting for an oppor- 
tunity to get back her chance to have a 
seaport. 

Then when it came to Turkey, what 
did they do? These people divided Tur- 
key among themselves: Great Britain, 
France, Italy and Greece. They did not 
know the psychology of the Turks and 
did not know how the Turk was living 
and on how little he could live and in 
what a desperate economic state he was. 
All these other peoples had commerce 
and industry to protect and preserve. The 
Turk had nothing of the kind. 

When the Turk found out that these 
other countries were following up what 
had been going on for ten years, or more, 
and how he had lost Herzegovina and 
Bosnia and Bulgaria and Greece and 
Roumania, and that now he was to lose 
a number of other territories and sections 
of land, he retired to his home in Constan- 
tinople and considered what to do. The 
world did not consider that it was of 
much importance, but these men con- 
cluded that although the British and 


‘French had the Sultan in Constantinople, 


and that he was ready to approve of the 
treaty, they would rebel; they would re- 
sort again to what they had done re- 
peatedly—a system of anarchy, and set 
up their own government in Angora— 
which they did. 

As you probably know, the Turk de- 
feated the attempts of France to secure 
a firm hold in Turkey. France made the 
treaty of Angora and agreed in that 
treaty that she would not fight the Turk. 
Italy also made a treaty in which she 
agreed to turn over munitions which she 
had in Turkey, and not to fight against 
the Turks. Greece, who was making this 
great fight, encouraged by the other pow- 
ers at the beginning, had to fight on and 
was defeated not because the Greek army 
was weak, but because King Constantine 
took control of the government and re- 
placed a very able general by one who, 
I am reliably informed, though I have 
not the absolute evidence, was an inmate 
of a lunatic asylum for two and a half 
years. This man immediately removed 
all the good generals and officers that 
Venizelos had put there and furthermore 
told them that within a month they would 
be back in Athens with their wives and 
sweethearts. They returned to Athens, 
but not in the way the general thought 
they would. 


No Justification 


Now, the Turks pursued these men. 
There is no question that the Greeks in 
their retreat did some damage to the 
Turkish villages and did murder some 
Turks, but nothing that occurred could 
justify the cold-blooded murder and de- 
struction that took place at Smyrna. 

Gory with blood, full of loot, the Turk 
reached a point fifteen miles from the 
Dardanelles, the neutral zone. Nothing 
was there to stop him from running 
amuck, following the Greeks right into 
Europe, right through Thrace, except the 
British navy and the British general, 
Harington. None of us know except 
those who were behind the scenes, what 
a grand piece of work Great Britain 
did again! Great Britain saved the 
civilization of the world within the last 
two weeks, 

If the Turks had been permitted to 
enter Thrace at that time not peace- 
fully as they may be permitted in a few 
weeks, but as a warlike nation and with 
the determination to crush the Greeks, the 
Bulgarians would have risen, and it seems 
to me that the Germans would have taken 
courage and would have said, “If Kemal 
with his few untutored soldiers can make 
a stand against the united Allies, why 
can’t we do it?” 

Great Britain today is standing a tre- 
mendous strain for the preservation of 
civilization. She is under a terrific strain 
and you men who are moneyed men and 
represent money, let us forget that for a 
moment, let us realize that we are the 
guardians of civilization, as well as Great 
Britain and that we have to stand back 
of it and do our share. 
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Growing Hazards in Conduct of Safe Deposit Business 


BY WALDRON H. RAND 


Vice-President of the Commonwealth Trust Company of Boston 


r [“ one who like myself has lived 
for the past twenty years almost 
continuously in the midst of these 
hazards and liabilities, and who 

has seen these same hazards and liabil- 

ities broaden here and diminish there 
as the business of safe deposit grew and 
expanded from its original modest be- 
ginnings, twenty minutes seem indeed 

a short time in which to deal with such a 

subject. 

There has been a steady increase in the 
hazards and liabilities of the safe deposit 
business. Much of this has been un- 
avoidable. The safe deposit business is 
of about fifty years’ growth, and in that 
time it has expanded tremendously. Back 
in the old days, the first thought was to 
use every precaution to make the vault 
strong and secure against forcible en- 
trance, and the vaults that were then 
built were built regardless of expense. 
They stand, some of them at the present 
time, a monument to the integrity and 
courage of their builders and also a stand- 
ard of vault construction that it would 
have been wise if the present day had 
more religiously followed. 


Competitive Feature 


As the public gained confidence in the 
safe deposit companies and began to 
realize the increased safety to their pos- 
sessions, their valuables, their securities, 
in depositing same in a properly built, 
organized and maintained safe deposit 
vault, as the business grew, there came 
forward, as there comes forward in all 
business, the competitive feature. I think 
it is to this spirit of competition, which 
induced many banks to open safe deposit 
departments without sufficient investiga- 
tion as to the cost of construction and 
the overhead expenses of maintenance, 
that we owe much of our present day 
trouble and worry. This factor, and also 
the great increase in the number of per- 
sons owning securities of a nature ne- 
gotiable by delivery, such as Liberty 
bonds, has brought the question more and 
more acutely to the front. 


Take Stock of Equipment 


Steadily, as the safe deposit business 
has grown the vaults have become more 
and more subject to attack both during 
closed hours and during the open or 
business hours. This has made it par- 
ticularly necessary at the present time for 
all bankers who have to do with the safe 
deposit business to stop and to take stock 
of the equipment with which they are 
doing the business and the grade of service 
and protection they aré offering their 
customers. 

It is a most important matter for pres- 
ent discussion. I do not believe that the 
majority of the bankers of this country 
begin to realize the hazards, and risks 
and responsibilities entailed in the con- 
duct of a safe deposit vault. Perhaps the 


best way will be to spend the time allotted 
to us in first considering roughly what 
the hazards and liabilities are—what the 
risks and responsibilities—and then in dis- 
cussing briefly the methods of reducing 
or minimizing these. 

All these risks and responsibilities base 
in the duty of safe deposit vaults to their 
box holders to furnish the highest grade 
of protection. If we consider briefly 
what this duty is we will gain a practical 
viewpoint from which to define these re- 
sponsibilities. The hazard is always 
grounded in a claim of loss by a customer. 
These claims fall under three headings— 
the claim arising in an actual loss, the 
claim arising in an honestly believed loss 
but where in fact there is no loss attrib- 
utable to the safe deposit company, and 
the claim arising in a plain frame-up, a 
blackmail attempt to bluff a bank into 
some settlement to avoid the threatened 
publicity. The defense against each class 
of claim is the same. It is in brief an 
anticipatory defense, that is a defense 
centered in the maintenance of the high- 
est standard of vault construction and of 
service—construction and maintenance— 
the cause of practically all the risks and 
hazards of the safe deposit business and 
at the same time where properly stand- 
ardized, the main line of defense against 
any claim of loss by a customer. Just 
what is this required grade or standard 
of construction and maintenance? 


Bank’s Responsibility 


Everyone, I assume, understands that 
a bank is not an insurer or guarantor of 
the safety of the contents of its safe de- 
posit vault. The safe deposit laws of 
states as to the duty of safe deposit vaults 
to their customers differ; but it may fair- 
ly be said that the prevailing law of the 
United States as to the legal duty of a 
bank engaged in the business of renting 
safe deposit boxes is that such bank is 
required to use that degree of care in the 
safekeeping of the property deposited 
therein which is demanded from a bailee 
for hire in the keeping of valuable prop- 
erty. The highest standard of care is 
required of such bailee. Ina certain Fed- 
eral case dealing with this subject the 
Court said, “Persons depositing valuable 
articles with them (safe deposit vaults) 
expect that such measures will be taken 
as will secure the property from, burglars 
outside and from thieves within and also 
that they will employ fit men, both in 
ability and integrity, for the discharge of 
their duties. An omission of “such 
measures would in most cases be deemed 
culpable negligence so gross as to amount 
to a breach of good faith, and constitute 
a fraud upon the depositor.” 

So you see that a bank conducting a 
safe deposit department is legally liable 
for loss sustained by a customer arising 
out of any failure on the part of the 
bank— 


1. To use the highest standard of safe 


and vault construction. This, of course, 
includes the type of keys, locks, burglar 
alarms, and the like. 

2. To maintain the highest standard of 
service and of protective efficiency in the 
conduct of the business both during closed 
hours and open hours. 

Is this standard of safe and vault con- 
struction and of maintenance being main- 
tained throughout the country? If not, 
it is perfectly obvious that there is exist- 
ing in those localities where such stand- 
ards are not being maintained a constant 
condition of risk and hazard, not only to 
the bank that is failing in this duty to its 
customers but to all banking interests of 
the locality. 


Standards 


First, as to the standard of safe and 
vault construction, can we state what this 
standard is in general terms? I hardly 
think so. It would be easy enough to 
state what constitutes proper vault con- 
struction in any specified case, but the 
problems of vault construction vary so 
greatly with the locality in which the 
bank is engaged in business that no one 
general rule can be followed. A bank, 
for example, located in the midst of the 
big city has far different problems of 
construction from a bank located in a 
small suburban town or country village. 
Yet it must be constantly borne in mind 
that each one of these problems is definite 
and ascertainable, and each problem is 
of prime importance not alone to the 
suburban or city bank involved, but in 
fact to the entire banking community. 
If a bank from motives of false econ- 
omy, through a desire to save a few dol- 
lars, constructs a safe deposit vault for — 
customers that is not of sufficient strength 
and this fact becomes known to the pub- 
lic through some loss, the effect is sim- 
ilar to the throwing of a stone into the — 
middle of a calm pool of water. The 
ripples of distrust spread steadily and in 
ever-increasing circles from the point of 
disturbance until the whole banking pool 
suffers somewhat from the commotion 
thus aroused. 


construction prevail in the safe deposit 
business. 

Turning to the second division of the 
safe deposit business, namely maintenance — 


It is of mutual interest to © 
all bankers that a correct standard of © 


(the duty of maintaining a proper stand- — | 


ard of service), we find that here alsom 
there is far too apt to be a failure to 
maintain such standard. Correct identifi- 
cation of customers; the constant watch- 
ing of customers while in the vault and_ 
on the premises; proper restrictions aS — 
to the place of examining contents of 


fan. 


ROUT iat pata Le 


: 


ee ae 


November, 1922 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


safe deposit boxes; the leaving of keys 
by the customers in the lock; the proper 
care and custody of the keys of unoc- 
cupied boxes and the proper method of 
delivery of the same to new customers 
when the safe is rented; the keeping of 
proper written records of ownership and 
access; the installation and maintenance 
of suitable burglar alarm systems; above 
all, the choice and training of an efficient 
personnel of vault attendants; all these 
are details of management that will cer- 
tainly be exhaustively inquired into in the 


_ event of a claim of loss by a customer. 


Disregard of Liabilities 


To sum up, proper construction and 
maintenance are both vitally necessary 
in the conduct of a safe deposit business. 
As yet they have not been standardized 
as they should be. The cause in many 
cases is ignorance. Where this ignorance 
is ignorance of the proper type of con- 
struction and of maintenance it is inex- 
cusable, for in recent years the growth of 
the safe deposit associations through our 
states has been such that no banker need, 
nor will, be excused from having a knowl- 
edge of how a vault should be constructed 
and how it should be run. The ignorance 
lies to a degree in the blind disregard of 
the liabilities, which a bank runs in con- 
ducting a safe deposit department merely 
as a convenience for depositors, fur- 
nished, without prior investigation as to 
costs of construction and maintenance and 
along lines of false economy. Yet this 
cause of ignorance ought not at the pres- 
ent time to exist either. We have had 
instances within recent years of the fatal 
blow that a legal attack upon a safe de- 
posit vault carries against both vault and 
parent bank. Such an attack is in all 
cases sure to be a deadly one and fatal 
to the existence of the bank itself unless 
the evidence discloses a proper vault con- 
struction and a proper system of man- 
agement by a force of properly paid and 
properly trained officers and employees. 


Blow Against Credit 


You cannot avoid such a threat by in- 
corporating your vault as an independent 
corporation. ‘This step has, to be sure, 
certain advantages (for example, in 
liquidation and where stockholders are 
assessable under state or Federal law) ; 
but the force of the blow is against the 
public credit, the reputation, and the stand- 
ing of the bank more even than against 
the dollars and cents of its assets. 

Nor can a banker, as some are attempt- 
ing to do at present, protect himself, his 
stockholders and his bank by insurance. 
In the first place, no insurance that is 
written covers the most probable sources 
of liability, and, in the second place, in- 
surance will in all probability not be paid 
until legal liability is established, and 


legal liability can only be established by 
court proceedings with the inevitable ac- 
companying disclosure of the type of con- 
struction, the grade of service—in fact, 
all the important items and details of the 
vault management and equipment. 

No, the only way of minimizing this 
risk is to face the situation squarely, to 
have your safe deposit vault of proper 
construction and surrounded by all ap- 
proved modern safeguards, and to con- 
duct the business of safe deposit with an 
efficient and trained personnel in a man- 
ner approved by present day safe deposit 
associations. Too many banks have 
grown into the custom of conducting a 
safe deposit department merely as an ad- 
junct to their business, installed for its 
supposed advertising value, and upon 
which, naturally, as little money is to be 
spent as possible. This has been the his- 
tory in several cases of recent legal pro- 
ceedings, and in each case it has been an 
exceedingly humiliating and costly history 
as retailed to the public by way of the 
press—costly not only to the bank in- 
volved but also to the entire banking com- 
munity. And, repeating myself, I wish 
again to emphasize the fact that this 
latter phase is a very real one—the loss 
to general banking in credit, standing and 
prestige when any one bank is publicly 
exposed as being remiss in its duty to its 
customers. 


Make It Self-Supporting 


One great error in the establishment 
and maintenance of safe deposit depart- 
ments, and one which has been the cause 
of unsatisfactory conditions of main- 
tenance and equipment, is the faliure to 
make the safe deposit department self- 
supporting ; that is, the failure to provide 
adequate receipts by charging customers 
a sufficient rental for their boxes. There 


331 


is a tendency to beg this question, to 
charge off the expenses of the vaults to 
advertising. This is not only unnecessary 
but it is very serious in its effect on the 
morale and the standard of maintenance 
in such departments. No one is going to 
look for a cheap bargain in safe deposit 
rental when the matter involved is the 
safe custody of his or her entire worldly 
wealth and savings. The hiring of a 
safe deposit box is a striking exception 
to the economic law of barter and trade. 
No one of average intelligence wants 
anything but the very best, and the price, 
within reasonable limits, becomes prac- 
tically immaterial. This has been illus- 
trated time and time again within the 
last two or three years where banks have 
deliberately raised the price of their safe 
deposit boxes. In each case the loss of 
customers because of such advance in 
price has turned out to be practicallv nil. 


Suggests Investigation 


The safe deposit business has growrm 
to large proportions. The only way is to 
standardize it just as so many other de- 
partments of banking are now standard- 
ized. The proper committee of the Amer- 
ican Bankers Association should be in- 
structed to investigate and report facts 
necessary for a standardization of con- 
struction, equipment and maintenance. 
The report of such a committee would 
furnish the banking world with a stand- 
ard to which all safe deposit departments 
could be held. If this were done, failure 
on the part of a bank to observe such a 
standard would soon be so exceptional as 
to become practically non-existent. The 
public would be the better served, the 
banks and trust companies the better pro- 
tected, and an important branch of bank- 
ing business guided into safe and prosper- 
ing channels. 


Opposes Removal to Washington 


Francis H. Stsson: Before I present 
what is really to be a very simple report 
to which Mr. Mershon has given rather 
a grandiloquent title, I want to make a 
motion and read to you a resolution 
which was passed at the meeting of the 
Executive Committee held Monday and 
to which I would, in harmony with the 
feeling of my associates on the Executive 
Committee, wish to draw your most care- 
ful attention. The resolution reads as 
follows: 


“Whereas, the President of the Divi- 
sion has reported to this committee that 
the question of the removal of the offices 
of the American Bankers Association to 
Washington, D. C., has been again re- 
ferred to a committee of which he is a 
member, and 


“Whereas, heretofore the Trust Com- 
pany Division through its Executive 
Committee and by action of its conven- 
tion has expressed definite disapproval 
of such removal, therefore be it 

“Resolved, that this committee reaf- 
firms at this time its disapproval and 
recommends to the members of the Divi- 
sion that at the convention to be held 
on October 5, 1922, similar action be 
taken.” 


Mr. President, I move you the approval 
of this resolution, presented to us by the 
Executive Committee, and its adoption by 
the convention here assembled. 

The motion was seconded and unani- 
mously carried. 
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Telling the Story of the Trust Companies 


By FRANCIS H. SISSON 


Vice-President Guaranty Trust Company, New York 


OU will see on the boards at my left 
Y the real exhibit and the real report 

which this committee has to present, 
and so far as the phrasing of English per- 
mits, the bulletins upon those boards and 
the advertisements which you have all 
seen, tell the story of the trust companies 
and spread their message of service to the 
best advantage that this committee you 
have asked to send this message has been 
able to devise, and so I have in mind to 
give you simply some of the facts which 
have attended this campaign and to out- 
line some suggestions for its continuance, 
if in your judgment that is desirable. 

During the year 1921 in which we 
started the campaign, the trust com- 
panies contributed $67,430 to its main- 
tenance, and of that amount $188 was 
carried over to 1922, and in the year 
1922 the sum of $47,000 has been con- 
tributed by the companies to the cam- 
paign, of which $11,000 remains unex- 
pended. 

The results we have secured from this 
campaign have been summarized briefly 
by the president in his report to you, but 
perhaps a little elaboration might also be 
of interest. 


10,000 Inquiries 


We received altogether in inquiries at 
our central office, something like 10,000 
letters. Many inquiries were made of 
individual trust companies, of which we 
have no record. We used national peri- 
odicals in telling the story of the trust 
companies, with circulation of about five 
millions, which as periodical publishers 
compute, means about twenty millions of 
people were reached with our message. 

The first year we distributed 98,000 
booklets to those who subscribed to the 
campaign, and 63,000 leaflets and pam- 
phlets of various sorts. This current 
year, we have distributed about 52,000 
booklets and about 47,000 leaflets. 

But this work in that particular field 
of course has been limited by the number 
of subscribers and by the amount of their 
demand being somewhat lessened because 
of the general economic conditions. 


I have here compiled from the letters 
which we have received, scores and scores 
of favorable comments upon the work of 
the campaign and the results which the 
companies feel that they have secured 
from it, but it is not my desire, nor have 
we time, to go into any detail of what 
these responses have been, other than to 
say they have been unanimously favor- 
able and very appreciative. 


Your committee comes to you with this 
brief recommendation: that this work be 
continued; that it be continued for sev- 
eral reasons. In the first place, that as 
an agency for spreading understanding of 
corporate service in the trust field, of 
corporate executorships and trusteeships, 
and so on, that we serve a splendid pur- 
pose by spreading this campaign of edu- 
cation in breaking down misunderstand- 


. 


ing and opposition, in making selfish op- 
position unprofitable and unresultful, and 
better than that, of spreading the knowl- 
edge of corporate service to the point 
where we constantly increase the business 
resulting from that understanding. 

We believe that we are serving a 
worthy end in advising the American 
people of the service we have to render, 
and we welcome participants in that field 
of service enthusiastically. We feel dis- 
posed to compliment greatly, and with all 
the appreciation we can voice, the adver- 
tising that has been done by many of our 
great companies, particularly in our larger 
cities, in the spreading of this story of 
service, and in the education of the public 
concerning the goods we have to offer. 


Field Is Vast 


In many states we face conflicts with 
the Bar, in many states we face competi- 
tion with those whom we feel are not so 
well qualified to serve in these capacities 
as are the organized trust companies; 
and that everywhere we face an ignorance 
of the quality of service which well or- 
ganized trust companies can render along 
fiduciary lines which we can constantly 
attack, and in the dissemination of knowl- 
edge concerning these services secure a 
constantly increasing volume of business. 

The field is so vast, the oportunity is 
so great that every dollar we can spend 


intelligently in that field must be re-- 


turned many fold to those who are pre- 
pared to render the service which we 
advertise. 

We will .be delighted to have sugges- 


tions from those who subscribe to our 


campaign at any time; we have been 
feeling our way in the course of its de- 
velopment, but we believe that we have 
struck a note of service which is sound 
and profitable and which may well be 
continued. 


Propriety of Advertising 


The dignity of trust service bears ad- 
vertising and salesmanship, and the old 
banking idea that it was undignified to 
advertise any form of service of this 
character has been so long lost sight of 
that I need hardly make an appeal on 
that point. But I am willing to state my 
own deep conviction, which I am sure is 
shared by many here and perhaps all, 
that any service that is helpful to human 
beings; that any service that is honest; 
that any service that helps ameliorate 
the conditions of life or to simplify the 
conditions under which we must live is 
salable and advertisable with complete 
dignity and self-respect. And the trust 
companies have entered that field of sell- 
ing their services, individually and col- 
lectively, with what I believe is dignity 
of approach and character of statement, 
which command the utmost respect. 

If by any chance we ever depart from 
those high standards and those proper 


ideals we would be glad to be criticised 
and I present them to you only as the 
standards by which we are guided and 
in some measure the promise of the re- 
sults which we hope to attain. 

I ask for the support of the Trust 
Company Division in our further cam- 
paign which we hope to wage more in- 
tensively next year, and if we could by 
any chance secure that far-off ideal of 
one hundred per cent. cooperation, | am 
sure it would be with lasting results to 
the great service which we all hope to 
render and profit to those who render it. 

PRESIDENT House: I know I voice the 
sentiment of every member of the Trust 
Company Division when I say that we 
appreciate the work which this committee 
of which Mr. Sisson is the head is doing 
for the trust companies of the United 
States, and it would be a wonderful thing 
if we could get that one hundred per cent. 
cooperation. The work it has accom- 
plished in the short two years of its exist- 
ence has been marvelous and I urge upon 
those of you who are not contributing to 
the campaign, that you do so, because it 
is worth while. The burden ought not 
to fall upon a few. If it is distributed 
over the whole of our: membership, the 
amount for each one to pay will be com- 
paratively small. The results will justify 
the expenditure. 


Cooperation With the Bar 


PRESIDENT House: One of the most 
important committees of our Association 
and one which has had a great deal to do 
with controversies all over the country in 
connection with our‘ business has been 
that of the Committee on Cooperation 
with the Bar. We would like to have 
a brief report from that committee at this 
time. Mr. Stone will present the report 
in the absence of Mr. Miller, the chair- 
man. (Applause.) 

Mr. Stone (Detroit): Wm. S. Miller, 
of the Northern Trust Co., Chicago, 
chairman of the committee, who attended 
a meeting of the committee early in the 
week, was called home and requested me 
to report briefly for him. 

There is very little other than the 
routine work of the committee to report. 
A number of cases have come to the at- 
tention of the committee during the year, 
through attorneys, trust companies and 
by direct observation of Mr. Mershon and 
members of the committee, in which trust 
companies and banks with trust depart- 
ments have advertised to draw wills free 
of charge, to furnish free legal service 
and to do some other things which are 
peculiarly within the province of the 
lawyer. These cases have been handled 
by Mr. Mershon along lines fixed by the 
committee in a manner entirely satisfac- 
tory to lawyers and the trust companies 
and banks concerned. They arose un- 
wittingly and without intention on the 
part of the trust companies and banks 
and it is fair to say that they are rapidly 
becoming fewer in number. 
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The committee has acted in an ad- 
visory capacity, in a few situations where 
a lack of understanding as to the real 
functions of a trust company and the 
manner of its operation existed, and where 
legislation embarrassing to them seemed 
likely. These cases have mostly been 
adjusted or are in process of adjustment 
to the satisfaction of all parties. 

A law was enacted in California during 
the year, covering the unlawful practice 
of law by corporations, which the trust 
companies and banks and other corpora- 
tions of that state regarded as sufficiently 
embarrassing to the operation of their 
business as to require a referendum and 
a campaign is now being conducted there 
with a vote thereon next month. In the 
state of Washington, where there had 
been in force a drastic law affecting trust 


companies and banks with trust depart- 
ments, the cultivation of a better under- 
standing with lawyers has resulted in 
very considerable and satisfactory modi- 
fications of the law. 

Upon the part of the lawyers there has 
been no concerted action during the year, 
other than the adoption of a resolution 
by the Conference of Bar Association 
Delegates, held during the American Bar 
Association convention in San Francisco 
last August, affirming a resolution adopted 
at its Boston meeting, which welcomed 
the effort on the part of trust companies 
to cooperate with the legal profession and 
which recommended to state and local 
bar associations that they bring cases to 
the attention of the Trust Company Divi- 
sion. 


The committee realizes that it cannot, 
in the nature of things, have a very in- 
timate knowledge of the precise situation 
in the various states and _ localities 
throughout the country. But in so far as 
it’s information and observation go, it is 
clear that there is a growing appreciation 
on the part of lawyers as to the manner 
in which trust companies serve them and 
their clients, and this has contributed to 
a substantial increase during the year in 
the spirit of cooperation, and the estab- 
lishment of mutually helpful relations be- 
tween the legal profession and trust com- 
panies. Aside from any selfish advantage 
to either trust companies or lawyers, it is 
right that they should work together, be- 
cause in so doing, both of them can best 
serve the public, and that is of vastly 
greater moment. 


Trust Company Division Committee Reports 


Protective Laws 


By NatHan D. PRINCE 


Vice-President Hartford-Connecticut Trust 
Company 


LEVEN state legislatures held regu- 
lar sessions during the present year 
in the following states: Kentucky, 

Maryland, Massachusetts, Mississippi, 
New Jersey, New York, Rhode Island, 
South Carolina, Virginia, Georgia, 
Louisiana. 

Arizona—The Legislature held a spe- 
cial session which was marked by the 
passage of a complete banking code in 
place of the prior inadequate banking 
laws. A summary of this code has al- 
ready been issued by the Committee on 
State Legislation of the American Bank- 
ers Association, giving a brief description 
of all important clauses. 

Kentucky—At the session of the Ken- 
tucky Legislature in February a number 
of bills hostile to banks and trust com- 
panies were introduced. They were, 
however, all killed in the committee with 
the exception of one which was after- 
ward vetoed by the Governor. 

Maryland—A bill was passed and 
vetoed, which imposed certain restric- 
tions upon the establishment of branch 
banks and trust companies. This bill 
also gave the Bank Commissioner power 
to grant to any bank applying therefor, 
the right to exercise the same powers 
and privileges as those conferred by law 
on trust companies. 

Massachusetts—Bills were passed dur- 
ing the session of the Massachusetts 
Legislature relative to proceedings against 
trust companies in case of insufficient re- 
serves; time in which a trust company 
shall organize and commence business; 
charters of consolidated trust companies; 
prohibition of a trust company from mak- 
ing loans on shares of its capital stock; 
bonding of officers and employees of trust 
companies; granting of certificates per- 
mitting trust companies to commence 
business; subjecting interdepartmental 
transfers of assets by trust companies to 
the supervision of the Commissioner of 
Banks; real estate held for banking pur- 


poses by trust companies; requiring of a 
weekly statement of the daily reserve of 
trust companies. 

A bill dealing with the establishment 
of branch offices of trust companies and 
another regarding attorneys representing 
trust companies to file fee with bank 
commissioner were held over to the next 
annual session of the Massachusetts 
Senate in 1923. 

New York—More than two hundred 
bills directly or indirectly affecting trust 


companies were introduced in the New 


York Legislature. The report furnished 
to us does not state in most cases whether 
or not these bills have been enacted into 
law, but this can of course be easily as- 
certained. A few of the more important 
bills are outlined below. 

Inserting new article in the tax law 
placing a flat tax on unincorporated 
businesses. This is to meet the objection 
raised that there are large sums of money 
in competition with the banks and trust 
companies paying no tax for doing 
business. 

Authorizing trust companies and sav- 
ings banks to invest in federal farm loans. 

Then there are the bills from the spe- 
cial committee appointed to investigate 
the New York Corporation Laws. All of 
these bills are very important pieces of 
legislation and must have consideration 
by trust companies because they have to 
do with the clientele in one form or an- 
other. 

Comment is also made on the following 
bills: 

Amending the Decedent Estate Law, 
extending to individual fiduciaries the 
same privileges now held by trust com- 
panies in relation to trust funds. Killed. 

Amending the Decedent Estate Law, 
providing for recording of certified copy 
of any resolution and declaration of trust 
adopted by directors of a trust company 
or financial institution. 

Providing that the Stock Corporation 
Law relative to issuance of preferred 
and common stock shall not apply to 
domestic corporations organized under 
banking law. Passed. 

Providing that no trust company or 


banking institution except savings banks 
shall receive money for deposit in ac- 
counts on which interest is calculated. 
Killed. 

Rhode Island—Our State Vice-Presi- 
dent for Rhode Island reports that there 
were very few bills presented this year; 
none affecting trust companies, either 
favorably or unfavorably. Practically 
all of the session was spent in what he 
alludes to as a beautiful squabble over a 
judgeship bill. 

Virginia—There were no bills intro- 
duced in the state legislature that would 
affect the trust companies adversely. 

As no word has been received in re- 
sponse to an inquiry from our State Vice- 
Presidents for Louisiana, Georgia, South 


_ Carolina, Mississippi and New Jersey, it 


is assumed that no bills of vital interest 
to trust companies were introduced in 
these states. 


Staff Relations 
By P. E. HatHaway, Chairman 


The Committee on Staff Relations ap- 
pointed by you in May of last year 
commenced its work by the issuance, 
through Mr. Mershon’s office, of a 
questionnaire which related very closely 
to matters affecting the personnel of all 
trust companies in general. The response 
has been very gratifying—about 750 
answers have been received, and many 
letters accompanied the answers, express- 
ing an interest in this subject, and asking 
for specific information on certain points 
and assistance in solving personnel prob- 
lems. In a number of answers the 
opinion was frankly expressed that whilst 
the banker felt the need of better training 
and closer supervision of employees he 
was in doubt as to the best methods to 
pursue to attain this end. 

A summary of the replies to the ques- 
tionnaire showed the following points 
of most outstanding interest: 

78 per cent. had no personnel depart- 
ment or any one specially trained in the 
selection of new employees. 
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77 per cent. had given no thought to 
the employment of young men with col- 
lege education. : 

59 per cent. had no methods of studying 
their staff by which an employee might 
be used in a position for which he was 
best fitted. ‘ 

47 per cent. had used no special care 
in selecting men of the highest adaptabil- 
ity for meeting customers at the counters 
and tellers’ windows. 

The fact that 82 per cent. of the trust 
officers answering the questionnaire felt 
that customers generally were expecting 
much more in the way of service than in 
the previous years would seem to show 
from a reading of the figures above that 
the trust officers to a great extent are now 
preparing and training their employees 
to fill the increasing demands of their 
clients. 

Your committee feels very much en- 
couraged over both the quality and num- 
ber of the replies received as they betoken 
interest in the work it has undertaken 
beyond its expectations. 

Your committee would recommend that 
it be allowed to increase its number by 
the establishment of sectional subcommit- 
tees, which would commence their work 
by the distribution among those banks in 
their districts which had answered the 
original questionnaire, of another series 
of questions going farther into the 
subject. It is felt that if this is done sys- 
tematically and fully that a booklet 
containing the questions, answers and 
recommendations of your committee on 
each point brought up would undoubtedly 
be of great value to the trust companies 
of the country. 


Community Trusts 
By Frank J. Parsons, Chairman 


The formation of a Committee on. 


Community Trusts has been amply justi- 
fied during the year that has passed. 
Your chairman has received and answered 
a large number of letters from trust com- 
pany and banking interests contemplating 
the formation of community trusts, as 
well as from existing trusts or founda- 
tions, and in this manner the committee 
has been able to be of considerable as- 
sistance in carrying on the movement as 
a whole and in wisely directing its activi- 
ties. Among the larger cities contem- 
plating the formation of a trust at the 
present time is Kansas City, and it is in- 
teresting to note in this connection that 
they plan to utilize the multiple trustee 
idea. 

At the request of the Chicago Com- 
munity Trust, your chairman, in January, 
attended a meeting of representative 
bankers in that city, with a view to as- 
sisting in broadening out the plan and 
purposes of the Chicago Community 
Trust. 

Through the courtesy of Dr. John H. 
Finley of the editorial staff of the New 
York Times, favorable publicity and edi- 
torial comment on the situation as a 
whole were secured in the issue of July 4. 

The committee, by means of a ques- 
tionnaire, has secured definite information 
concerning the existing trusts throughout 
the country, which is available upon re- 
quest. The work of collecting informa- 


tion respecting cases of obsolescence in 
charitable gifts is progressing slowly, 
and it is hoped that during the coming 
year more progress may be made. 

In general it may be said that the Com- 
munity Trust movement is on a sound 
basis, with slow but substantial progress 
being made in all of the cities where it is 
being seriously developed. The fact that 
the adoption of the plan carries with it 
certain responsibilities and obligations, as 
well as opportunities for profit, is now 
thoroughly understood, the more active 
trusts have demonstrated that the un- 
favorable developments feared by some 
of the opponents of the plan have not 
materialized and gifts and bequests are 
being secured in direct relation to the 
knowledge, enthusiasm and energy of the 
various trustees. 

Last-minute advices from the Fletcher 
Savings and Trust Company, one of the 
trustees of the Indianapolis Foundation, 
to the effect that three cash gifts aggre- 
gating over $2,000,000 will shortly be 
available for the work of the Indianapolis 
Foundation, is very gratifying. 


Legislation 
By Henry M. Campsett, Chairman 


At the spring meeting of the Division 
at White Sulphur Springs I called atten- 
tion_to two bills which were then pending 
in Congress, imposing taxes upon gifts. 
These bills were in the hands of the Ways 
and Means Committee. Nothing further 
was done with them, and the subject may 
be considered as dropped for the present. 

During the session of Congress which 
has just closed several other propositions, 


mostly relating to taxation, were intro- 
duced, such as the La Folette-Frear Bill, 
which sought to impose a tax of 50 per 
cent. of the net estate in excess of 
$30,000,000 and the proposal of Senator 
Ladd to impose a bonus to be paid to the 
soldiers by taxing banks, banking inter- 
ests, trust companies and partnerships to 
the extent of 60 per cent. of their profits. 
All of these propositions failed to ma- 
terialize, and, generally speaking, the atti- 
tude of the committee has been one of 
watchful waiting. 

The bills which have recently been in- 
troduced in Congress relative to the 
maintaining of branches by national 
banks, and which have been fully consid- 
ered by the National Bank Division and 
by the general convention, might affect 
trust companies organized under state 
laws which are members of the Federal 
Reserve System. If all members of the 
Federal Reserve System should be pro- 
hibited from maintaining branches many 
of the trust companies would be faced 
with the alternative of either surrender- 
ing their membership in the Federal Re- 
serve System or giving up their branches 


——a most unfortunate and unnecessary ~ 


situation. When the bills are up for con- 
sideration at the next session the Legis- 
lative Committe will do what it can to 
defeat such unreasonable legislation, and 
I hope that the members of the Trust 
Company Division will bring such influ- 


— = 


ence to bear upon their Senators and — 


Representatives as will prevent the im- 
position of restraints upon trust com- 
panies, the only effect of which would be 
to hamper and embarrass them in the 
transaction of their legitimate business, 
as well as to cause the public great and 
unnecessary inconvenience. 


Report of Vice-President 


By THEoporeE G. SuitH 


Custom has decreed that your vice- 
president shall preside at the Midwinter 
Conference, and it was with some mis- 
givings that we undertook to introduce 
for discussion at the last Midwinter Con- 
ference a variety of “problems” en- 
countered by trust company officials 
throughout the country in the conduct of 
their daily work. This experiment proved 
to be a pronounced success and many ex- 
pressions of commendation and testimony 
of helpfulness were received from those 
in attendance. A few of the extracts 
oe in letters received read as fol- 
OWS: 


“Just a line to tell you what a splendid 
meeting I thought the one on February 16 was. 
I feel that this institution picked up quite a 
lot of good material for consideration.” 

“We have an educational course for the 
employees of this company. The answers to 
the first four or five questions that were asked 
at the morning session of the recent Trust 
Companies’ Conference could very well be 
worked into an address that would be very 
helpful to our force.” 

“I have been intending to write you a letter 
and lift my hat in congratulation upon that 
recent meeting in the Waldorf. That was, un- 
doubtedly, the most profitable meeting of the 
trust companies at which I have ever been 
present, and I have already begun to look for- 
ward to the meeting a year hence where it 
ls my intention to bring along several gen- 
tlemen from our trust department. When you 
send out your questionnaires next year I hope 


to send in a question or two that I trust will 
be of interest to hear discussed.” 

‘One of our vice-presidents told me some- 
thing about these inquiries, stating that they 
proved most successful, and that a very inter- 
esting program was arranged in this manner.”’ 

“This conference was the first one I have at- 

tended, and I want to express my enjoyment 
in being there and of the many good sug- 
estions I heard from the several speakers. 
t certainly does one good to rub shoulders 
with a fellow worker who has the same prob- 
lems to face that we meet in our own office, 
and in exchanging views learn of many good 
points to be used advantageously.” 


Following the conference several mem- 
bers inquired regarding the preparation 
and conduct of such a meeting, as they 
desired to hold similar meetings in their 
own states or cities. It is hoped that this 


plan will be further developed at future — 


meetings. 

At the meeting of your Executive Com- 
mittee, held in New York on February 
17, your vice-president was authorized 
and requested to appoint a committee of 


five, with himself as chairman, for the 


purpose of securing a new form of enter- 
tainment at the twelfth annual banquet 


to be held in New York on February 15, | 


1923. The following gentlemen were in- 
vited and accepted the invitation to serve 
upon this committee: 


; 
Uzal H. McCarter, president Fidelity- — 


Union Trust Company, Newark, N. J.; 


=, 
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John W. Platten, president U. S. Mort- 
gage and Trust Company, New York 
City; Francis H. Sisson, vice-president 
Guaranty Trust Company, New York 
City; Edwin P. Maynard, president 
Brooklyn Trust Company, Brooklyn. 

Frequent conferences have been held 
throughout the year with the Secretary 
and members of the Executive Commit- 
tee, and considerable correspondence has 
been conducted upon various phases of the 
work carried on by the different officers 
and committees. 

PreswentT House: Are there any sub- 
jects which any of the members would 
like to discuss from the floor? 

PRESIDENT House: We shall proceed to 
the election of officers. I will call for 
the nomination for the office of president. 

Mr. Dinkins (Louisiana) nominated 
for president of the Trust Company Divi- 
sion Theodore G. Smith of the Central 
Union Trust Company of New York City 
and he was unanimously elected. 

PrEsIDENT House: Mr. Smith, you 
have served this Division well. You have 
been identified with its work for the last 
eight or ten years and there is no one 
better qualified to fill this position than 
you. 


American 


On Thursday evening, October 5, the 
annual dinner of the National Alumni 
Association of the American Institute of 
Banking was held in the Grill Room of 
the Commodore. Robert B. Locke, presi- 
dent of the Alumni Association, presided. 
Fred I. Kent, the first national president 
of the Institute, was the speaker of the 
evening, and his address on the early 
days of the Institute was delightful. 

The outstanding feature of the dinner 
was the presence of John H. Puelicher, 
the President-elect of the American Bank- 
ers Association. When he entered the 
room he received an ovation. The fact 
that Mr. Puelicher was the first graduate 
of the Institute to be elected to the highest 
office in the American Bankers Associa- 
tion was reason enough for the celebra- 
tion. 

Mr. Puelicher stated that his heart was 
still in the work of the A. I. B. and that 
he always expected to maintain his in- 
terest. He spoke for a few minutes on 
the educational campaign among the peo- 
ple being conducted by the Committee on 
Public Education of the American Bank- 
ers Association, and he urged that those 
present support that important work. 
From the applause and cheers which fol- 
lowed Mr. Puelicher’s talk there was no 
doubt that the cooperation of the older 
men of the Institute would be forth- 
coming. 

President Locke reminded those present 
that another graduate of the Institute had 
been honored by the American Bankers 
Association and he then appropriately re- 
ferred to the election of William E. Knox 
as Second Vice-President. 

At the guest table were a number of 
former presidents of the Institute: Fred 
I. Kent, Alfred Barrett, Newton D. Alling, 
Raymond B. Cox, Robert H. Bean, E. G. 
McWilliam, Robert B. Locke, and the 
present president and vice-president of 


PRESIDENT SMITH: I very sincerely 
appreciate the honor that has _ been 
conferred upon me and assure you that I 
shall most heartily endeavor to merit the 
confidence that has been placed in me. 
The duty of president naturally carries 
with it grave responsibilities. I know 
they are increasing each and every year 
and yet we have a happy situation in our 
Trust Division as the officers always re- 
ceive most helpful service from each 
State Vice-President and every member 
of the several committees. I will refrain 
from alluding to the magnificent work 
that has been accomplished during the 
past year by our various committees, as 
that is set forth in their reports, but I 
think we may properly keep in mind the 
growth of the trust company movement 
in the United States as has been reported 
this afternoon. Our total resources are 
over twelve billions of dollars, which 
represents 25 per cent. of the banking 
strength of the United States, and as a 
division of the American Bankers Asso- 
ciation we can feel very proud of this 
strong position. I have been impressed 
during this convention with the thoughts 
of the speakers who have been discussing 
the phases of our foreign and domestic 


the Institute, Carter E. Talman of Rich- 
mond and Clarence R. Chaney of Minne- 
apolis. President Talman outlined the 
program of the Institute for the coming 
year. 

“Uncle George” Allen was called upon 
and he refreshed the recollections of the 


problems. and it occurs to me that all of 
us may carry away much material for 
very sincere reflection and meditation. 
Obviously something must be done; some 
big constructive plan must be conceived 
and not in the far and distant future, but 
it must be done soon and the execution of 
such a plan will, in a large measure, be 
entrusted to men like you. 

Mr. Dinkins (Louisiana) nominated 
for vice-president of the Division Evans 
Woollen, president of the Fletcher Sav- 
ings and Trust Company of Indianapolis, 
Ind., and he was unanimously elected. 

Upon the report of U. H. McCarter, 


‘chairman of the Nominating Commitee, 


the following were elected members of 
the Executive Committee of the Trust 
Company Division, to serve during the 
three-year term ending in 1925: Frank 
W. Blair, president Union Trust Com- 
pany, Detroit, Mich.; Edward J. Fox, 
president Easton Trust Company, Easton, 
Pa.; William S. Miller, vice-president 
the Northern Trust Company, Chicago; 
Gilbert T. Stephenson, vice-president 
Wachovia Bank and Trust Company, Ral- 
eigh, N. C.; T. H. West, Jr., president 
Rhode Island Hospital Trust Company, 
Providence, R. I. 


Institute of Banking Alumni Dinner 


Institute veterans present by recounting 
experiences of the early days. 

The dinner was arranged by a commit- 
tee from the New York Chapter Alumni 
Association, of which William M. Rosen- 
dale was chairman and George A. Gehr- 
ken secretary. 
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Resources Increased $500,000,000 Since May 


HE seventh annual convention of 

the National Bank Division held in 

the main ballroom of the Commo- 

dore Hotel in New York City, Oc- 
tober 4, marked the close of one of the 
most successful years in the history of 
the Division. It fittingly commemorated 
the accomplishments achieved by the 
Division through the constant efforts of 
its officers and members alike. The con- 
vention was called to order by President 
John G. Lonsdale, president of the Na- 
tional Bank of Commerce, St. Louis, Mo., 
who announced the appointment of these 
committees : 

Committee on Resolutions—J. W. Bar- 
ton, chairman, vice-president, Metropol- 
itan National Bank, Minneapolis, Minn. ; 
Alexander Dunbar, vice-president, The 
Bank of Pittsburgh, Pittsburgh, Pa.; 
John Poole, president Federal National 
Bank, Washington, D. C. 

Committee on Nominations—John W. 
Wadden, chairman, president Sioux Falls 
National Bank, Sioux Falls, South Da- 
kota; E. H. Sensenich, vice-president 
Northwestern National Bank, Portland, 
Ore.; T. J. Hartman, president Pro- 
ducers National Bank, Tulsa, Okla. 


Address of the President 


By Joun G. LoNsDALE 
President National Bank of Commerce, St. Louis 


N calling to order this annual session 
I of the Division, it is my pleasure to 

state that the year 1922 shows na- 
tional banks continuing onward in their 
healthful development. On June 30th 
of this year the combined resources of 
national banks amounted to over $20,700,- 
000,000—$500,000,000 above the statement 
of May of this year. 

Every energy of this Division should 
be directed in the future, as in the past, 
to the fostering of constant and construc- 
tive expansion by every fair and helpful 
means. Ours should be an eternal vigi- 
lance, not only for equal banking oppor- 
tunity for our own class of institutions, 
but for the advancement of banking in 
this nation in every safe fashion. 

The banker has an increasingly respon- 
sible position to hold. Things have 
changed in a decade. The pre-war banker, 
turned Rip Van Winkle, would come 
back today an obsolete character in many 
ways, a stranger to the multitude of 
new practices and terms that have ori- 
ginated with and since the war. 

Today we have cast aside the accumu- 
lated mysticisms. of the past, and the 
public knows and appreciates the bank- 
ing profession, not as dealers in negative 


replies, purveyors of bad news, but as one 
of the most interested and constructive 
forces in every community. Bankers, 
essaying no longer habitual timidity, are 
assuming their rightful positions in civic 
and national affairs for which their ex- 
perience so well qualifies them. 

Has the banker or his business suffered 
from this popularizing process? De- 
cidedly not! His prestige is at par; his 
worth a growing asset to his community, 
and his business has grown apace with 
this better understanding. 

Sound banking has been the guiding 
beacon of the past year’s progress out of 
the wilderness and up the favorable side 
of business. With the passing of a period 
of extreme credit contraction there are 
succeeding problems requiring caution 
and the sanest thought. Banking ex- 
pansion is in prospect. How rapidly this 
is undertaken to avoid a period of sec- 
ondary inflation will be due to the real 
safety measures that only the individual 
banker can effectively apply. 

In the vital work of readjustment the 
Federal Reserve System has supplied the 
needed unity to our independent banking 
system. Through its functioning, the 
banking power of the country has been 
doubled and in thus-exercising the full 
force of our financial strength in behalf 
of the nation it has proved a real business 
savior. It has placed the soundness of 
our currency beyond question, and given 
stability and certainty to the conduct of 
business. 

Because it serves for the benefit of all, 
the support of the Federal Reserve Sys- 
tem should be unanimous ; its membership 
should include every bank and trust com- 
pany eligible under the law. 

This supervision is of the highest order 
and the rightful type of Federal interest 
in business. But increasing governmental 
competition with legitimate enterprises is 
not only basically wrong) but unfair and 
retarding to the exercise of private busi- 
ness ingenuity, in which our commercial 
greatness has its origin. 

Paternalism is stifling to native ability. 
There is no longer justification for the 
nurturing of Washington agencies which 
came into being as war emergencies. 
Business at this particular time needs 
every form of encouragement, and com- 
petition, sustained or subsidized by the 
already too burdensome public tax, is 
doubly retarding. 

Governmental interest could be indi- 
cated by a systematic study of needs, ad- 
justing of obsolete laws to the new stand- 
ards of the day, and enabling American 
industry through vast, uniform produc- 
tion to successfully compete in the mar- 
ket places of the world. 

More and more we are coming to rea- 
lize that there can be no full measure 
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of prosperity in this country with Europe 
out of step, with every great continental 
nation—excepting possibly one—spending 
from two to three times as much as its 
total annual revenue, and with suffering 
and economic chaos general. 

It is natural that we should view the 
international situation with concern, be- 
cause the establishment of order and 
resumption of trade on the continent must 
precede the peak of our own affluent 
times. 

However provincial we might have 
been before the late conflict, the wider 
vision gained in that experience, the very 
necessity of our participation, has taught 
the inter-dependency of nations. Con- 
ceding the claims of those who hold that 
this hemisphere or this continent is eco- 
nomically self-sufficient, it is also true 
that trade relations for over a century 
have been based upon an interchange with 
Europe and to rearrange this would dis- 
rupt industry for a decade or more. 
When we realize that a foreign market 
virtually influences, if not actually fixes, 
the price of two big staple crops—wheat 
and cotton—our trade dependency is ap- 
parent. 

We are entering a great mercantile 
era that has no counterpart since the first 
Pheenicians ventured forth to expand 
their home land through maritime com- 
merce. In this commercial contest of 
nations, the United States has almost 
every natural advantage to trade su- 
premacy, including the diplomatic posi- 
tion of being the creditor nation. 

Increased production here, as well as 
in Europe, is the only road to improve- 
ment, a course impossible with a decadent 
Europe. War debts and reparation set- 
tlements, domestic production, the sub- 
stance of all things hoped for, are but 
phases of a universal cycle of trade. 
None is possible without a growing re- 
sumption of commercial intercourse, and 
yet all are deferred, retarded, because 
of the stalemate in European affairs. 


Isolation as a patriotic fetish has its 
commendable aspects, but from an eco- 
nomic standpoint, aside from all politics 
of the situation, it is impossible. These 
United States cannot fully function, or 
reap the ultimate rich reward of restora- 
tion, in the role of an onlooker. 

Every attempt at adjustment so far has 
met with minor success, the increasing 
turmoil abroad, the uncertainty that holds 
the entire world in suspense augments 
instead of subsides. Statesmen plan, 
diplomats parry, luminaries discuss and 
counsellors investigate to little avail, 
while the conflagration of discord grows 
apace. 

Governmental circumvention of the 
past seems checkmated. Why not give 
that ever-resourceful, never-found-want- 
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ing element of hard-headed business 
statesmanship an inning? Over here 
when we go broke, the first formality, at 
least, is a creditors’ meeting. That’s a 
common-sense procedure now. Every 
factor concerned—finance, commerce, 
shipping—is essentially a business one. 
Bring into play the ingenuity of business 
minds on this situation for, once gathered 
around the conference table, they could 
be expected to make progress where little 
heretofore has been made. 

We are told that the President of this 
nation has recently indicated that the 
time is approaching when America could 
more fully participate in the resuscita- 


tion of Europe. Is not now the propitious 
time for this, the great American Bankers 
Association, to not only serve the best 
interests of this country, but of the 
world, in extending its good offices to the 
government in bringing about in con- 
ference an interchange of information and 
data on the principal subject of better- 
ment—‘“International Credit Financing.” 
America, with her broad freedom from 
malice, is generally recognized as the 
only nation with moral persuasion neces- 
sary to effect such an understanding. 
The mere congregating of world financial 
minds would give direction and stability 
to the present uncertain situation. 


PRESIDENT LoNSDALE: It is a difficult 
thing to look into the seeds of time and 
predict which ones will mature to full 
fruition and which ones will fail to germi- 
nate. We are fortunate, however, in hav- 
ing with us this afternoon a gentleman 
whose position in American finance and 
service to business qualifies him to look 
into the affairs of today and safely and 
ably tell of tomorrow. It is a great privi- 
lege to present James S. Alexander, pres- 
ident of the National Bank of Commerce, 
New York, who will address us on the 
subject, “The Future of American Busi- 
ness,” 


The Future of American Business 


By JAMES S. ALEXANDER 


President National Bank of Commerce in New York 


of the American Bankers Associa- 

tion that has assembled since the 
close of the Great War. At the time 
of the first meeting we had entered upon 
perhaps the most extraordinary and ab- 
normal period of business activity in 
American history. When the second 
meeting took place the crisis was already 
upon us. At the time of the third meet- 
ing, namely, that of a year ago, although 
we believed that we had passed the worst 
aspects of the depression, there were still 
many maladjustments to be corrected. 
Since then some very marked changes 
have taken place in our domestic business 
situation and we now have, for the first 
time since the war, a condition of affairs 
that gives us some substantial basis for a 
consideration of what may be called the 
normal trend of American business in the 
future. 


‘Res is the fourth annual meeting 


New Factors to Consider 


When I refer to the normal trend of 
business, however, I do not mean to sug- 
gest the precise condition of industry that 
prevailed before the war. We have many 
new factors to consider, some of which 


_are favorable and some of which are not. 


We have a banking system that is much 
superior to our pre-war system; and we 
occupy relatively a much more favorable 
position in the world’s capital market. On 
the other hand, we are to carry on busi- 
ness under a load of taxtion that in our 
pre-war days would have appeared un- 
bearable. There are other factors, some 
of which perhaps have both favorable and 
unfavorable bearings, such as the ex- 
istence of our great public debt, the influ- 
ence of treasury financing upon the money 
market, the possession of nearly one-half 
of the world’s stock of monetary gold, 
many new aspects in the relation between 
labor and capital, and, by no means the 
least in importance, the removal from 
the world’s market, perhaps for many 
years to come, of the buying capacity of 
many millions of people. 


These factors must have a very great 
bearing upon the future of American 
business, and it may be that not within a 
considerable number of years will busi- 
ness return to the same relative conditions 
that prevailed before the war. We shall 
probably work into an industrial and 
trade position that may be called our new 
normal. Whether that new normal will 
be represented by a volume of business 
relatively less than our pre-war volume 
(after, of course, allowing for growth of 
population), or whether it will be repre- 
sented by the same or indeed by a rela- 
tively greater volume, will, I believe, de- 
pend upon whether we shall broaden our 
outlook commensurately with the size of 


. the great problems and the great oppor- 


tunities before us. 

However that may be, I believe that the 
facts of the situation, although exceed- 
ingly complex, are now more definitely 
before us than at any time since the 
close of the war, and we are in a position 
to take a long view to the future. 

While there are many factors that 
would have to be weighed in any com- 
plete appraisal of the present situation, 
I must limit myself to a consideration of 
the three factors that throw most light 
upon our present outlook. These are: 

1. The readjustment that has recently 
taken place in our domestic financial con- 
ditions and in the volume of internal 
business transactions. 

2. The labor situation. 

3. The condition of affairs across the 
water. 

Let us look at each of these factors in 
turn. 


Evidences of Improvement 


For many months we have been watch- 
ing every evidence of changing financial 
and business conditions with great care, 
and month by month the experts in many 
branches of industry and finance have 
been reporting the evidences of improving 
conditions. The larger facts contained in 


these reports may be summarized as fol- 
lows: 

From the financial point of view the 
credit stringency has passed and frozen 
loans to an important extent have been 
thawed out. Interbank accommodation 
among Federal Reserve Banks, which 
stood at 267 millions on October 22, 1920, 
declined to nil in December, 1921. The 
amount of Federal Reserve notes has been 
substantially reduced. From about three 
and one-third billion dollars in December, 
1920, the aggregate amount of notes in 
actual circulation had been reduced to 2 
little over two billions in the early part of 
September, 1922, a decrease of 35 per cent. 
The Federal Reserve ratio is now above 
78 per cent., whereas in May, 1920, it was 
below 43 per cent. 

For more than a year and a half up to 
quite recently, interest rates were de- 
clining. From the abnormal interest 
rates prevailing for some time after the 
culmination of the crisis, rates fell until 
they attained comparatively low levels. 
The renewal rates for call loans, which 
ranged from 6 to 10 per cent. less than 
two years ago, have ranged within the last 
few months from 234 to 5 per cent. At 
the former date, also, sixty-day time loans 
were made at 7 to 8 per cent., as com- 
pee with 334 to 4% during August, 


Security Market 


In the security market there has been 
a more or less steady rise in the prices of 
stocks and bonds since June, 1921, move- 
ments which have been accompanied by a 
large increase in the volume of trading. 
In one list of forty bonds, the price ad- 
vance has been about 25 per cent., and in 
a list of forty stocks the price advance 
has been about 50 per cent. 

In the field of commodity prices the 
general level of wholesale prices, while 
still uncertain, has become decidedly less 
unstable and the maladjustments existent 
at the culmination of the price rise in 
May, 1920, and at the end of the price 
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decline in May, 1921, have now been in 
important part corrected. Of importance 
in this connection is the situation with re- 
gard to the prices of farm products. Al- 
though the price of wheat and some other 
agricultural prices are lower than a year 
ago, the price level with regard to agri- 
cultural products as a whole shows a sub- 
stantial improvement, as compared with a 
year ago. An especially noteworthy im- 
provement is seen in the prices of metals. 


Growth in Volume of Business 


With regard to the general volume of 
business, although the coal and rail 
strikes have tended to reduce car-load- 
ings, there has been reported a gain in 
the loadings of merchandise and miscel- 
laneous freight, and in the total car load- 
ings, over the corresponding period of a 
year ago. Employment has increased, 
and, in isolated lines, there has been re- 
ported an actual shortage of experienced 
men. The indices for the general volume 
of business indicate a rise from 25 per 
cent. below normal in July, 1921, to about 
10 per cent. below normal in July, 1922. 
This growth in the volume of business 
has also been reflected in an increased 
volume of bank clearings during the first 
six months of this year. 

In special industries particular activity 
has been noted. In steel, the output of 
ingots increased markedly during the first 
six months of this year, and the unfilled 
orders of .the United States Steel Cor- 
poration, at the end of August, amounted 
to nearly six million tons as compared to 
about four million tons in February, 1922, 
the low point. Railway net earnings 
have shown some increases, especially 
during the first half of this year; and 
improved earnings have been noted in 
numerous industrial lines. Throughout 
this same period, the automobile industry 
has enjoyed marked activity. There has 
been a building revival—one of the most 
noteworthy in our history—especially 
with regard to residences and public con- 
struction. As a consequence, the condi- 
tion of the building material industries, 
especially the cement industry and the 
lumber industry, has been favorable. 

Several other factors have contributed 
to comparatively optimistic indications. 
The forecast of good crops has been in 
most cases justified and finally, notwith- 
standing labor difficulties, there has been 
noted a development of confidence in nu- 
merous quarters in the course of recent 
months. 


Justifiable Conclusions 


These then are the facts that have 
been gathered by many investigators in 
the various branches of industry and 
finance, and that have been set forth as 
the leading indications of the trend of 
business toward a better level. On the 
basis of these facts just what are we 
in all due caution justified in concluding ? 

In the first place, the financial situation 
which some time ago was causing no 
little concern has unquestionably cleared. 
In general, banking conditions in this 
country are excellent, and we have every 
reason to believe that whatever sound 
business may be developed in the future 


can be properly financed. This clearly 
presents sound reason for optimism. 

In the second place, the extreme price 
dislocations which up to very recently 
obtained in some branches of industry 
have, to an important extent, disappeared. 
We still face uncertainties concerning 
the future of the general price level, and 
until we know more about the final 
effects of our huge gold supply, the final 
effect of erratic European competition 
and the trend of specific wage levels, 
we cannot feel complete confidence with 
regard to general price movements, or 
indeed with regard to some special price 
movements. Nevertheless, we are justi- 
fied in saying that the price situation 
offers hope for business improvement. 


Other Improvements 


In the third place, the volume of busi- 
ness, which, according to one of our best 
estimates, usually drops less than 20 per 
cent. below normal in business depres- 
sions, but which dropped to 25 per cent. 
in the recent depression, has now grad- 
ually increased until at present it is only 
10 per cent. below normal. Here again 
we are upon substantial ground. 

In the fourth place, there has occurred 
a considerable readjustment for the bet- 
ter in the great basic industry of Amer- 
ica, namely, agriculture. It is true that 
the prices of some products are very 
far from satisfactory, and that because 
of the foreign situation there exists un- 
certainty as to the outlook for some of 
our farmers. The position of agricul- 
ture, as a whole, however, has undoubt- 
edly improved over that of a year ago. 


Maladjustments 


And lastly, many maladjustments due 
to the war or the immediate post-armis- 
tice period have already been corrected. 
The large stocks of special types of 
goods that recently caused stagnation in 
the markets have been largely distributed 
or consumed, and the disproportionate 
development in our capital equipment is 
being steadily corrected. 

In short, we have made much real 
progress in recent months, and in many 
ways we are in a position to handle a 
much larger volume of business. 

Having recognized these facts, how- 
ever, we are still left with the question: 
what sure indications have we of a fur- 
ther advance? In reply to this question, 
our attention has frequently been called 
to several striking developments in spe- 
cial branches of business, such as the 
very active stock market, the large turn- 
over in the automobile industry and the 
extraordinary activity in building and 
other construction, which in turn has 
brought an abundance of business to the 
lumber, cement and other allied indus- 
tries. 

These activities have, without doubt, 
contributed very much to the present im- 
proved condition and for the most part 
they have represented sound business and 
financial development. As barometers 
of future business conditions, however, 
some of them ought not to be interpreted 
in just the same way as we have been 
accustomed to interpret similar activities 


when recovering from former depres- 
sions. While the present activities are 
caused in part by the same factors: of 
progress that have stimulated similar 
activities on previous occasions, in no 
small part they are caused by extraordi- 
nary and temporary factors that cannot 
with confidence be said to reflect gen- 
eral prosperity in proportion to the vol- 
ume of activity. While all of the pres- 
ent forms of unusual activity cannot be 
interpreted in the same way, it is possible 
to indicate the difference between normal 
and abnormal activity by reference to one 
industry, namely construction. 


Significance of Building Construction 


During recent months we have been 
witnessing one of the most marked pe- 
riods of activity in construction in our 
history. An activity of similar volume 
in normal times would be rightly inter- 
preted as an indication of a considerable 
prosperity. It would probably mean the 
extension of the plants of industrial com- 
panies in response to, or in anticipation 
of, a marked advance in the demand for 
their products in excess of present capac- 
ity; preparation for increased transporta- 
tion facilities to carry the increased vol- 
ume of business; enlarged warehouse 
and other business capacity; and finally it 


“would mean new residential construction 


made possible, in part at least, by new 
earnings or reasonably anticipated in- 
creases in earnings. In short, it would 
indicate for the most part an expansion 
relatively beyond our earlier development. 
The construction activities of today are 
no doubt in some part stimulated by these 
so-called normal factors of growth. To 
an important extent, however, they are a 
reflex from the unusual conditions of 
under-construction left by the war and 
post-armistice period. 

Just how much this activity is the re- 
sult of municipal and other public work 
rendered imperative by the void left by 
cessation of normal building during the 
war, and just how much it is stimulated 
by the tax-exemption of municipal and 
state securities, it is impossible to say. 
It is also impossible to know just how 
much of it is stimulated by the foresight 
of business men who are preparing for 
enlarged business in the future, and just 
how much of it, on the other hand, repre- 
sents nothing more than an extraordinary 
effort to make good the housing and 
other construction shortage left by the 
war. It is clear, however, that a suf- 
ficient number of unusual factors enter 
into the present building boom to caution 
us against attributing to it the usual sig- 
nificance in times of ordinary business 
recovery. 


Exercise Due Caution 


Before we can with full confidence in- 
terpret unusual activities as sure indica- 
tions of returning prosperity, we must 
find such activities springing principally 
from the general demand for increased 
productive capacity and not largely from 
the urgent demand of absolute necessity 
caused by previously retarded growth in 
normal lines of industry. Of course, 
an extraordinary construction activity, 
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whether it springs from destruction by 
war, flood or fire, or from delayed indus- 
try due to war, may be a very wholesome 
sign. It helps to correct the maladjust- 
ment and to fill in the unfortunate gaps 
in our equipment. The activity, how- 
ever, springs from a past loss—not from 
a new gain. 

While, as I pointed out a moment ago, 
no two of these examples of extraordinary 
activity recently developed can be inter- 
preted in the same way, it is to be noted 
that back of most of them are to be found 
factors of such extraordinary or tempo- 
rary character that in part at least dif- 
ferentiate them from apparently similar 
activities in normal times. 

Until we know more about the final 
effects of these extraordinary activities, I 
believe that we are justified in exercising 
due caution against reading into them a 
meaning that may not be there. 


Improved Outlook 


Properly interpreted, however, these 
examples of extraordinary activity do 
point to better conditions. In addition to 
these special factors there are numerous 
other indications of a very considerable 
activity that do suggest a readjustment 
more nearly to normal capital relations 
and in many cases to a more or less steady 
improvement in the volume of business. 
In looking over the whole field of do- 
mestic activity, therefore, I believe that 
we are justified in saying that the outlook 
for business is clearly for the better. 

To recognize that fundamental condi- 
tions are right for a considerable further 
recovery, and to say that we are well 
on the way to something approaching a 
normal volume of business is not quite 
the same as saying that we are assured of 
a speedy return to one of our pre-war 
periods of prosperity. It is this second 
question, I take it, that is of most interest 
to all of us. Into it, however, enter many 
special factors, the most important of 
which are the outlook for the labor situa- 
tion and the condition of affairs across 
the water. 


Labor and Strikes 


The immediate effect of the coal, rail- 
road and other strikes undoubtedly has 
been to present serious obstacles to cur- 
rent business development and the most 
serious consequences of them are perhaps 
yet to be met. It would be a mistake to 
underestimate the evils of these difficul- 
ties. However, the aspect of the labor 
problem that appeals to me as of greatest 
significance is the question as to how 
much more labor difficulty we must face 
before we can finally settle down to com- 
plete recovery. 


Industrial Unrest Abroad 


The present labor difficulties are in 
large part the result of the effort of in- 
dustry to readjust itself in the face of the 
many complicating factors arising from 
the war, the post-armistice boom and the 
depression. In these difficulties we are 
not alone. Since the war such problems 
have had to be met in every great indus- 


trial country. Indeed, industrial unrest 
has caused such great concern in some 
countries as seriously to raise the ques- 
tion in the minds of industrial leaders 
and bankers whether those countries could 
hope in the future to compete in world 
trade as effectively as before the war. In 
this respect England has probably suffered 
more than any other country and there 
appears no doubt that much of her present 
difficulty is quite as much due to her 
recent unfortunate labor problem as to 
other extraordinary conditions left by 
the war. 

But England appears, for the present at 


‘least, to have solved part of her most 


serious labor difficulties. At very great 
cost, to be sure, both to English industries 
and to the laborers themselves, the latter 
at last have learned that the industrial 
efficiency necessary to England’s recov- 
ery of her previous position in world 
trade cannot be maintained in the face 
of constant labor difficulties. 

In this connection the question arises 
whether we shall also have to go through 
such a costly series of labor difficulties be- 


fore we can settle down to real recovery. | 


There is much evidence that many labor- 
ers do not yet understand the conditions 
necessary to a return to a more nearly 
normal business development. 


Growing Pains of Industry 


I would not wish to suggest that com- 
plete industrial peace is essential to our 
prosperity. We have had strikes and 
lockouts ever since this country became 
a great industrial nation. At times we 
have had very serious labor difficulties 
and yet for the most part we have pros- 
pered. A certain amount of labor con- 
troversy and readjustment is apparently 
inevitable. It may be considered perhaps 
as the growing pains of the industrial 
world 


Special Wage Problems 


But these more or less chronic and for 
the most part relatively less important 
difficulties are not what I have in mind. 
I refer to the extraordinary problems 
arising from the belief of certain labor- 
ing groups that they can permanently 
exact from the community something 
approaching the unusual wages rendered 
possible by the confusion of wartime and 
the immediate post-armistice conditions. 

We now know that the feverish activity 
of the post-armistice period was abnor- 
mal. It brought huge profits to some 
enterprises and speculators and extraor- 
dinary wages to many laborers. These 
wages and profits were possible largely 
because of the crying needs of European 
countries following the war, and because 
of the confusion in this country during 
the same period. But in many ways this 
activity was not a healthy condition for 
business and it is to be doubted whether 
in the main it brought permanent benefit 
either to the employers or to the em- 
ployees. In any case, that time is gone 
and there is no chance of its returning. 
As a permanent policy it is impossible to 
pay such extraordinary wages unless 
labor efficiency is to be increased cor- 
respondingly. 


We have had some important wage 
readjustments, but there must be further 
readjustments before the wages of some 
can bear a more nearly normal relation 
to the quantity and quality of the service 
rendered. Wage earners cannot perma- 
nently receive more than they produce 
and all temporarily successful attempts 
to gain excessive wages serve only to 
deprive other workers in the community 
(through the means of high prices) of 
part of their justly earned income. 

But the present labor problem is by 
no means one-sided. It is equally disas- 
trous to the community for employers to 
take advantage of the slack business 
periods to reduce the wages and working 
conditions below those justified py the 
condition of the industry. There is much 
readjustment still to be made in the labor 
situation and I think that we must admit 
that the outlook for our domestic busi- 
ness prosperity will depend in no small 
degree upon the breadth of view with 
which both employers and employees face 
the coming and necessary readjustments. 

The labor situation, however, is right 
at our door and we have the dire signifi- 
cance of its continuation borne in upon 
us daily. Our chances of giving this 
question the earnest attention which it 
deserves are much greater than the 
chances that we shall give adequate 
attention to other great questions which, 
although no less serious in their bearings 
upon our future trade, appear more re- 
mote and less direct. I shall turn, there- 
fore, for a moment, to some of these 
indirect factors, namely, those arising 
in connection with the European situation. 


Need of World-Wide Eccnomic Policy 


Gentlemen, the time has passed when 
any one looking to the future of the 
business of America can ignore the rest 
of the world. I know that there are 
those who advocate restricting our atten- 
tion very largely to our own affairs, and 
who believe that the future prosperity of 
America is largely locked up in our own 
domestic trade. The home market argu- 
ment, advanced one hundred years ago, 
may have had much to support it at that 
time. Even then, however, it was the 
subject of much debate. But conditions 
have changed since the year 1820. 

For many years before the war the 
whole trend of American business had 
been away from the development of a 
self-sufficient state. The developments 
of the war and the changed economic 
and financial status of other great indus- 
trial and capitalistic nations. have added 
tremendous impetus to a movement that 
has extended our lines of economic activ- 
ity farther and farther into other coun- 
tries. To my mind this movement has 
now been carried so far as to leave the 
importance of a worldwide economic 
policy no longer a debatable question. 


Must Assume Responsibility 


But when I mention our dependence 
upon the rest of the world I do not refer 
only to the volume of our export trade. 
To be sure, the volume of that trade is 
a matter of great concern to us. It must 
increase: and I hope we are going to 
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take the steps that will cause it to in- 
crease. Any view of our foreign eco- 
nomic relations that would attempt to 
appraise their importance solely in terms 
of the volume of that trade, however, 
must be singularly lacking in a compre- 
hension of the many important foreign 
factors entering into our own business 
welfare. 

As an outgrowth of the war we have 
been lifted into a dominating position 
in the world’s capital relations. This 
change, in itself, is bound to bring a 
corresponding change in many of the 
trade currents that follow capital move- 
ments. The change has thrown upon us 
a responsibility that we cannot evade 
whether we wish to or not. Moreover, 
this change must powerfully react upon 
our domestic business conditions and 
upon our important economic policies. 
Wherever we turn in our examination 
of the elements that make for business 
stability or instability in our own domes- 
tic affairs, whether it be that of the 
capital supply, the gold or currency ques- 
tions, the future of price levels, or the 
future of trade restrictions at home or 
in other countries, we find-new economic 
conditions that compel us to consider the 
bearing of movements abroad. 


Must Look Abroad 


In fine, whether we view the question 
from the point of view of the increase of 
foreign influence upon our own affairs, 
or the growth of our own influence upon 
foreign affairs, we are confronted with 
the fact that in the future we must con- 
sult world-wide activities far more than 
ever before in our history. Let us look 
for a moment, therefore, at the situation 
abroad. 

We have had the greatest war in all 
history. Great and terrible as have been 
the effects of some of our previous wars, 
in the loss of productive workers, in the 
destruction of capital and in the diminu- 
tion of the buying power of the world, 
they are dwarfed into comparative unim- 
portance by the effects of the Great 
War of 1914-18. 


Barriers to Business 


Four years have passed since the 
armistice, and yet we still find in a 
widely extended area a condition of af- 
fairs that might suggest to a stranger 
that the war had only just come to an 
end. Many millions of people living in 
the territory of formerly powerful states 
are reduced- to a pitifully low state of 
economic well-being, and hundreds of 
millions have had their buying power 
drastically reduced. The loss of these 
markets has directly or indirectly impeded 
the recovery of many of the nations that 
in the past have purchased American 
products. 

If the recovery of world trade depended 
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only upon the repairing of physical losses 
due to the war, we might properly expect 
a much more rapid recovery in the near 
future. The fact is, however, that we 
face an entirely new problem. The war 
has been followed by a series of so-called 
treaties of peace, the carrying out of 
which involves greater interference with 
economic currents than any previous act 
in the history of industry. 

Notwithstanding the lapse of more than 
three years since the signing of these 
treaties we are only just appreciating the 
full significance of the barriers that have 
been erected against the normal trend of 
the world’s currents of trade. Every 
passing month, however, brings to light 
new evidences of the obstructing charac- 
ter of the economic and political changes 
left by the war and dictated by the 
treaties of peace. 

It is true that a considerable readjust- 
ment has taken place in some of the bel- 
ligerent nations of Europe since the close 
of the war as well as in neutral European 
countries and in other parts of the world 
since the drastic business decline in the 
beginning of 1920. Much rehabilitation 
has taken place in France and important 
capital readjustment has occurred in sev- 
eral other countries. Excessive surplus 
stocks of goods in many parts of the 
world have been liquidated and absorbed; 
private financial liquidation has _ oc- 
curred and the public finances of some 
states have been put upon a sounder basis. 
After all of the evidence of improvement 
have been enumerated, however, the fact 
still remains that there exist lamentable 
gaps in the readjustment necessary to 
world trade recovery. 


Two Sets of Facts 


In looking to basic conditions that affect 
the future of American business, there- 
fore, we are confronted with two sets of 
facts. On the one hand, we find an 
abundance of evidence that very sub- 
stantial improvement over the worst 
period of the depression has taken place 
at home. In addition to this we find to a 
somewhat less degree, but still to a degree 
that offers much basis for encourage- 
ment, a readjustment in commercial and 
financial conditions in many other coun- 
tries. On the other hand, we find a con- 
dition of affairs in certain European 
countries that presents definite obstacles 
to anything like the full recovery of 
world trade. In view of these two sets of 
conditions, what may be said to be the 
outlook for American business ? 


The Future of American Business 


I believe that there are open to Ameri- 
can business men two courses. By relying 
upon indications of improvement such as 
we already have had, by developing ‘con- 
fidence and faith in the future and by 
bringing about certain additional read- 
justments (of a somewhat difficult but 
possible character), I believe that we 
may, within ourselves, and by the help 
of what foreign trade must come to us 
in any circumstances, advance business 
development in this country and attain a 
moderate prosperity. 
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If, however, we content ourselves with 
a modest recovery we shall take a position 
which will constitute a signal retreat from 
the spirit of enterprise that has animated 
this country throughout a hundred years ; 
and that has made of America a great 
progressive nation. We Americans, up 
to the last few months, have never been 
satisfied with mediocre results: We 
have been willing to take great risks; 
and, if necessary, to suffer great losses; 
but we have been determined to enter 
upon great undertakings and to hope for 
great acomplishments. 


Must Start Rest of the World 


The second course which IJ believe to- 
be open to American business is a returm 
to something approaching the old oppor- 
tunities, the old rate of progress and a 
real prosperity. Never before has there 
been a time in the history of America 
when she occupied such a predominant 
position in world finance, never before 
has there been a time when other countries. 
so urgently needed our products. 

But in order to grasp the opportunities. 
before us the rest of the world must be 
started upon a normal course. If we 
Americans are to take advantage of our 
new position in world affairs and if we 
are to have conditions in which we can 
make the most of our new international 
capital position it is essential that we 
play our part in the readjustment of 
world conditions. 


Vision Is Needed 


I believe that the outlook for Americam 
business, therefore, depends largely upon 
whether American business men are going 
to be contented in playing a relatively 
smaller role than before the war, to re- 
strict their international economic rela- 
tions and to accept within a restricted 
market modest profits, or whether they 
are going to broaden their views to the 
new vision that is demanded by present 
problems and opportunities, and to assume 
their part in the great work of readjust- 
ment that is yet to be done. 


Introduces Mr. Munsey 


PRESIDENT LoNSDALE: We people of 


the United States can meet and combat. 


any known situation. It is only the un- 
known that worries us. At the beginning 
of this year Mr. Frank A. Munsey, pub- 
lisher, held up before the bankers and 
business men a mirror entitled, “1922— 
What Will It Mean to Us?” We recog- 
nize that a mirror held before us gives. 
back smile for smile and, alas, a frown 
for a frown; and today we further real- 
ize that: 


“Words are things and a small drop of ink, 

Falling like dew upon a thought, produces 

That wh? aes makes thousands, perhaps millions, 
thin 


It is a great privilege to present Frank 
A. Munsey, who will address you om 
“Some Problems for Thinking Men to 
Think About.” 
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Problems of the Hour 


R. LONSDALE’S telegram in- 
M viting me to speak at this conven- 

tion expressed the belief that I 
might say something to you that would 
be helpful to banking and helpful to busi- 
ness. My discussion of the business and 
industrial outlook for 1922, published in 
the New York Herald on the first day 
of the year, seems to have been largely 
responsible for the impression. 

That forecast was substantially opti- 
mistic. This is as far 
as it went. The basic 
conditions on which 
sound prosperity 
rests were not yet 
right, but they were 
improving. We had 
put twenty months 
of retrenchment be- 
tween us and the 
wild orgy of infla- 
tion and speculation 
of 1919. My purpose 
was to show that we 
were making prog- 
ress toward better 
‘times and that what 
we needed was con- 
fidence. People never 
get very far, never 
accomplish very 
much while en- 
shrouded in gloom. 
Confidence is neces- 
sary to progress, but 
confidence governed 
by facts and sound 
reasoning is the only 
confidence worth 
while. 

We are a mer- 
curial people. We 
are either up in the 
clouds or down in the 
depths. When busi- 
ness is good, indus- 
tries are humming, 
securities booming, 
there is no limit to 
our optimism. We 
are temperamentally 
incapable of seeing 
that the period of 
high pressure activ- 
ities cannot go on 
forever. And so, too, 
we are temperament- 
ally incapable of see- 
ing any light and 
hope ahead when we 
are plunged from the 
bright heights of 
booming prosperity 
into the valley of 
gloom. This does not 
apply to all Amer- 
icans. It does not 
apply to far-seeing, 
sound-reasoning men, 
but it is true of the 
American people in 
the large bulk. 

One of the sound- 
est pieces of work 


By FRANK A. MUNSEY 
Publisher, New York 


ever done in this country, one of the most 
necessary pieces of work ever done in this 
country, was done by the banks in 1920 
in calling a halt to speculation and reck- 
less expansion. 

It called for fine courage to jam on the 
brakes as you gentlemen jammed them 
on at that time. We were running wild 
with wide-open throttle; we were run- 
ning straight for a smash that would 
have paralyzed the nation and stunned 


FRANK A. MUNSEY 


the world, when under the able leader- 
ship of W. P. G. Harding, Governor of 
our Reserve Bank System, you warned the 
country that it must immediately begin 
slowing down and you applied the remedy 
that meant slowing down. 

_There was no other way to save the 
situation. There was no other force, not 
even the government itself, that could 
have saved the situation. Industries can- 
not run without money fuel; business 
cannot function with- 
out money fuel; 
speculation falls flat 
without money fuel; 
and since the banks 
held the money of 
the country they 
alone were in a po- 
sition to initiate and 
carry through re- 
trenchment. 

In my January 
discussion of condi- 
tions this year, as in 
my January discus- 
sion of conditions 
last year, I painted 
no alluring picture 
of business. I saw 
no boom in the of- 
fing, and did not 
wish to see one, for 
conditions were not 
yet right. What I 
wished to see and 
regret that we have 
not seen is a gradual 
but thorough liquid- 
ation in our produc- 
tion costs and in dis- 
tribution costs, a 
general liquidation in 
house rents and other 
living expenses. With 
this liquidation we 
should have a sound 
foundation on which 
to build business and 
to look with justi- 
fiable confidence for 
a good run of pros- 
perity. But instead 
of lower production 
costs we have gone 
to higher production 
costs; instead of 
liquidation in the 
wage scale we have 
inflated the wage 
scale; instead of 
lower housing costs 
we are compelled to 
maintain, if not to 
increase, the present 
housing cost. In this 
situation are the un- 
derlying conditions 
right for a run of 
sound business pros- 
perity and have they 
been such as to jus- 
tify the bull market 
ot thier lastusit x 
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months? Is not the 
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business revival largely in response to the 
cry of empty shelves? If so, will the 
activity last? 

And how about foreign trade? With 
our high cost of production, there is and 
can be no such thing as foreign trade for 
America, except in raw materials, in 
foodstuffs, and in certain specialties. 
Production costs that make competition 
with other countries impossible annihilate 
our export trade, and without foreign 
trade what is the answer? 

In spite of all this; in spite of the 
fact that general conditions have not been 
right; in spite of the serious conditions 
abroad; in spite of the long drawn out 
coal strike; in spite of the disastrous rail- 
road strike, security prices have gone 
steadily up, until now they stand at fig- 
ures warranted only by sound economic 
conditions. 


Sound Economic Conditions? 


But have we sound economic conditions, 
considering our relations with Europe in 
her financial and economic distress, and 
considering in a large view our own 
unrest and our unsolved and unsettled 
problems? And is business generally 
coming back in dependable volume or 
is the revived activity merely spotty? 

You may very well fancy that it is not 
altogether clear to me why the rebound 
from depressing conditions of eight 
months ago should have come on so fast. 
No, it is not altogether clear to me. I 
question if the underlying conditions are 
right to sustain the premature boom of 
recent months. It may very well be, 
however, that I am wrong. To be right 
all the while is to be a drone or to own 
the world. 

But the discussion of finance and eco- 
nomics and immediate business is not my 
purpose today. You are all steeped in 
finance, in economics, in the science of 
banking, and what you do not know about 
these will be told you by other speakers. 


Labor Shortage 


The labor problem is one of our most 
pressing problems just now. The coun- 
try hasn’t enough labor to carry on its 
work, hasn’t enough skilled mechanics, 
especially in the building trades, to carry 
on its work. With wages advancing low- 
er living costs are not possible. In the 
steel mills and in the textile centers wages 
have had a sensational advance, and this 
advance was compulsory because of the 
shortage of labor. In both fields of ac- 
tivity it was a question of bidding high 
for labor or shutting down the plants. 
Labor, like commodities, is subject to the 
law of supply and demand. The wage of 
labor will never come down until the 
supply exceeds the demand. 

The law passed by Congress soon after 
the war restricting immigration is wholly 
responsible for the present labor shortage. 
If this law had never gone on the statute 
books, if our portals had remained as 
free to immigration since the war as 
they were before the war and as they 
have been throughout our history, our 


inflated wage scale would have been well 
liquidated before now. 


No Deflation of Wages 


That wages would not deflate when 
there was a shortage of labor should have 
been clear to the Washington statesmen. 
It should have been clear to them because 
of the fact that America does not pro- 
duce its own labor, and never has pro- 
duced its own labor since the formation 
of the government. England, France, 
Germany, Italy, and all the countries of 
the Old World produce their own labor. 
They do not depend upon foreign labor 
to do their work. Our only domestic 
labor, outside of the rural sections, is 
colored, and in the North that is wholly 
negligible. There isn’t enough of it to 
make a dent in the situation. 

We produce no labor in America for 
the reason that there is no sympathy be- 
tween the American public school and the 
pick and the ax. Put a boy through an 
American public school, whether he be 
the son of an immigrant laborer or the 
son. of an old line American, the result 
is the same. He will have nothing to 
do with labor. And what is true of the 
American boy is true of the American 
girl, in respect of service. This spirit is 
fine, admirable. It is the spirit that has 
made America what she is—the richest 
and strongest nation in the world. But 
it leaves us without labor of our own and 
almost wholly dependent on foreign labor 
to do the plain, simple work that only 
human hands can do. 


Plain Labor 


We must have a substratum of plain 


labor. Modern life and modern civiliza- 
tion cannot exist without it. We must 
have mechanics, carpenters, plumbers, 


plasterers, bricklayers, and painters to 
build housing quarters for our people. 
Modern civilization cannot exist without 
this skilled labor, and the present short- 
age of it is so great that mechanics here 
in New York have been demanding and 
getting bonuses beyond the union scale 
that have run their wages up to as much 
as $15 a day. 

In Chicago prices have gone still higher 
—as high as $25 a day for plasterers, 
according to a Chicago dispatch published 
in one of the morning papers in New 
York a few days ago. Can you fancy 
anything more impossible than this? Can 
you fancy what it means in house rents, 
what it means in the cost of the shoes 
we wear, the clothes we wear, the food 
we eat? All branches of labor have a 
direct bearing, the one on the other, in 
respect of wages. 

In this situation it is perfectly clear 
that the country should demand, and that 
you should demand, an immediate change 
in our immigration laws—a change that 
will let into the country the willing 
workers of the Old World who are beg- 
ging at our doors for admittance. In 
the matter of immigration what we need 
and what common intelligence dictates 


we should have, is not restrictive laws, 
but a selective system. Any change in 
the immigration law that would let into 
this country more plain labor and more 
skilled mechanics will be fought to the 
limit by organized labor. Whether our 
present restrictive law was passed at 
the behest of organized labor I do not 
know, but I do know that the law is 
exactly what organized labor has been 
contending for, and what organized labor 
will contend for with all its force. 


Our Political Machinery 


A country the size of America, a 
democracy, must have party government. 
There is no other way to manage it. No 
big concern can exist without organiza- 
tion, and the biggest business concern in 
the world today is the American Govern- 
ment. 

A democracy is a mutual concern man- 
aged by the citizens of the country. With 
a population of 110,000,000, obviously the 
only way the individual citizen can make 
himself felt in the management of his 
business—and his government is his busi- 
ness—is through a political party. 

We are not lacking in party organiza-, 
tion. Indeed the Democratic and Repub- 
lican parties are so strongly organized, 
have become so thoroughly entrenched in 
the field of politics, that it is a question 
if they have not become our masters, not 
our servants. 

In the early days of the republic they 
represented distinct and positive ideas. 
But with these great fundamental ideas 
converted into history there are no longer 
any big outstanding issues between them 
that have any place in our politics. 

There are, to be sure, many small points 
on which the Republican and Democratic 
parties differ today. It is their business 
to differ, to create differences to work 
up issues, without which they would cease 
to exist as political parties. 

It is the business of each party to op- 
pose and to fight the acts and proposals 
of the other party. There is very little 
teamwork betwen the two parties in Con- 
gress and in our state legislatures given 
to constructive measures—very little team- 
work given to the economics of govern- 
ment, given unselfishly to the interests of 
the government and to the interests of 
the people. 


Each Party on Narrow Margin 


The truth is that neither party has a 
sufficient margin of safety to justify it in 
taking chances on such cooperation; that 
neither party has a sufficient margin of 
safety to justify it in forgetting for a 
minute the vote back home. 

While this political jockeying has been 
going on since the great old issues disap- 
peared, a new issue has developed that 
now divides all America into two political 
camps as yet without political names. 
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They are the radical camp and the con- 
servative camp, and within each camp 
there is a wide range of thought and 
feeling. 

Some day, and not a very distant day 
at that, these two groups will evolve into 
organized political parties with names 
that signify what they stand for. The 
names of the Republican and Democratic 
parties have no significance that fits the 
present day. Each means substantially 
the same thing—means a stand for popu- 
lar government. Since, however, we are 
not by way of changing our form of gov- 
ernment, these party names mean nothing. 

It is not in me to put aside things that 
are old simply because they are old. No 
more is it in me to continue the use of 
things that are old simply because they 
are old. I have no such maudlin senti- 
ment. If an old machine can give as 
good an account of itself as a new ma- 
chine it is the part of economy, the part 
of common sense, to continue using it. If 
it cannot do this it is an economic crime 
to continue using it. This is as true of 
political machinery as it is of any tangible 
machinery in our vast steel plants or other 
great undertakings. And so, if the two 
old parties can continue to do our work 
as well as strictly new parties could do 
it, I should certainly favor keeping them 
in the harness. It would be the easy way. 
But personally I do not believe they can 
deliver the goods handicapped as they are 
by the accumulated prejudices of time. 


Service 


What we want and should have is ser- 
vice, and we should see to it that we have 
the machinery that can give us the service. 
In our political conventions it has been 
the custom of both parties to dwell at 
length on their historic achievements. 
This does not mean a thing to me. What 
a party can do, is doing, means everything 
to me. 

The salvation of our present situation 
would be a liberal conservative party 
numerically strong enough to hold the 
balance of power against the radical 
forces. 

There is no more conservative section 
of the country than the South. The con- 
servative people of the South naturally 
belong with and should line up with the 
conservative people of the North. With 
new political parties this would be per- 
fectly simple, while it is not possible with 
the old parties as separate entities in the 


- field. 


To make it plainer: If, for example, 
the Democratic party should come out as 
the radical party, retaining the old Demo- 
cratic name, can you fancy that men who 
had been voting the Democratic ticket all 
their lives, however conservative their 
sentiments, would switch over in large 
numbers to the Republican party? 

And considered from the other side, can 
you fancy that men who have been voting 
the Republican ticket all their lives, how- 
ever radical their sentiments, would 
switch over in large numbers to the Dem- 
ocratic party? 

This is the crux of the whole matter, 
for the important thing in this situation 
is for our voters to enroll with the party 
that stands for the thing they stand for 
in their own hearts. And this is not 


possible with the Republican_ party and 
the Democratic party in the field. With 
these two old parties out of the way, the 
new political alignment of the people 
would obviously be in perfect accord with 
their sentiments. 

But there is one way that these two 
old parties could be of the greatest service 
to the country. This is through consoli- 
dation. Still the name—the Democratic- 
Republican party, or whatever it might be 
—would give no indication of its policies. 
Nevertheless, this combination of forces 
would constitute a mighty wall of strength 
reared against the fast rising tide of rad- 
icalism. 

I can see nothing so important to this 
nation as would be the welding together 
in a great solid unit of all our citizens 
who think alike as concerns constitutional 
government, who think alike as concerns 
property rights, who think alike as con- 
cerns the institutions of our government 
under which we have grown into a great, 
powerful and happy people. Reconse- 
crated to liberal conservatism—liberal 
conservatism in fact—our politics would 
be in much better shape than they are 
today, in much better shape than they 
have been since finishing the work for 
which the two old parties were originally 
formed. With radicalism the issue, with 
a radical party on the one hand and a 
liberal conservative party on the other, 
there would no longer be occasion in Con- 
gress and our state legislatures for 
jockeying for issues. 

I have said that the very great issues 
which separated the Democratic and Re- 
publican parties have passed into history. 
Let us go back and check up the facts. 
The original issue between the Democratic 
party and the old Whig party, the prede- 
cessor of the present Republican party, 
in the early days of the republic, was the 
tariff. 


Tariff Views 


Almost at the outset of the republic 
friction began to develop between the 
North and the South over this question. 
The South, with its abundant crops of 
cotton, corn and tobacco, and with no 
manufacturing, stood out for free trade. 
It could live and prosper on the products 
of its soil. It had no infant industries to 
protect, and as the South reasoned, why 
should it be taxed through the mechanism 
of a tariff to protect the infant industries 
of the North? 

The North, on the other hand, without 
the sunshine and the fertile soil of the 
South, could not live on the products of its 
own hard, rocky acres. With the North 
it was a question of industrial develop- 
ment or no development at all. Its small 
factories could not compete with the es- 
tablished factories of England without a 
tariff that would level up the costs of 
production abroad with the costs of pro- 
duction at home. 

And so the issue was clearly and 
sharply drawn between the two sections 
with their wholly different interests. As 
time went on the feeling over this issue 
became so tense that John C. Calhoun and 
Robert Hayne, Senators from South 
Carolina, came out vigorously for the 
separation of the South from the Union. 
This action created a storm that shook 


the young republic to its very depths. A 
long and bitter fight followed, but under 
the leadership of Daniel Webster, Senator 
from Massachusetts, the battle was won 
for the maintenance of the Union. The 
tariff sore, however, remained unhealed 
and the contention of Hayne and Calhoun 
that the states had a right to secede from 
the Union still gripped the people of the 
South and had some following in the 
North. The Democratic party was the 
instrument of the Southern idea; the old 
Whig party, the predecessor of the Re- 
publican party, was the instrument of the 
Northern idea. 

Later came the slavery question which 
stirred the South to the point of putting 
the Hayne-Calhoun contention to the test. 
The question, the right of secession, was 
settled by the Civil War—that question 
and the slavery question. 


No Place in Politics 


With these two issues passed on to 
history only free trade, the original issue, 
survived the war as the big dividing issue 
between the two parties. And now that 
question has been settled in point of fact, 
through the South itself becoming one of 
the greatest industrial camps in the Union 
—an industrial camp destined to become 
bigger than the North, vastly bigger, for 
the reason, that it has the raw materials 
at its door, has lower living costs and is 
nearer to the centers of consumption. 

In this situation the tariff has no place 
in our politics. It is wholly a business 
question and should be so treated. Stand- 
ing out, however, as the original issue 
between the two parties, it is still the 
fighting ground between them and to the 
shame of the American people, who per- 
mit these two old parties to keep this 
great economic question under the sordid 
heel of politics. 

For a considerable time after the Civil 
War one other of the pre-war issues be- 
tween the two parties continued as a 
stalking horse. That was state rights. 
Considered literally, and in its original 
meaning, it was a dead issue, but it grad- 
ually came to mean the relative balancing 
of the powers of the states with the na- 
tional government. That issue no longer 
functions, for in the eight years of recent 
Democratic administration the national 
government took on greater powers in 
relaticn to the states than it had ever 
done in all our history. 

America is in a transition stage today. 
The whole world is in a transition stage 
today. America has cut loose from the 
conservatism of our fathers and pene- 
trated deep into the wilderness of radical- 
ism. This is true in our politics, in our 
statesmanship, in our social life, in our 
business life, in our point of view in all 
things. 

The change from a century ago has 
been insidious, revolutionary. The 
amassing of great fortunes, general pros- 
perity, organized labor, the spirit of un- 
rest, the spirit of Bolshevism, the love 
of play, the demand for short working 
hours, the general dislike for work—all 
these are represented in the new idea, in 
the spirit of the times. 

We must give earnest consideration to 
this change and square ourselves to our 
responsibilities. Good government is 
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back of good banking, back of good busi- 
ness. There can be no safe banking with- 
out good government. There can be no 
safe business prosperity without good 
government, and it is our duty—your 
duty, gentlemen—to see to it that we have 
the right machinery to insure good gov- 
ernment. 

America is the best living country in 
the world today with its incomparable 
natural resources and incomparable op- 
portunities for human advancement. 
America is worth saving. If it is saved, 
it will be saved by you and by men like 
you; if it is lost to the world as the 
foremost example of democracy it will 
be lost by you and by men like you. 

Nothing succeeds without ownership 
interest in the management. This is 
as true of governments as of business; 
as true of your government as of your 
banks. If you want a good government 
you must pay the price that insures a 
good government. The price of good 
government in a republic means a deep 
personal interest in your government, the 
same serious interest as you have in your 
business. The price of good government 
in a republic means work, means watch- 
fulness, means giving the best there is in 
you to your government. A man may 
serve his government in many ways. Pub- 
lic service does not consist solely in hold- 
ing public office. The organization back 


November, 1922 


of public office is in the public service 
quite the same as the Congressman or 
the Governor or the President, for it is 
the organization that puts him in office. 
Service in the organization is fundamental 
and imperative in the life of a democracy. 

The position you hold in your respec- 
tive communities means more than being 
a good banker, means more than earning 
dividends for your stockholders; it means 
citizenship responsibility; it means citi- 
zenship service to your respective com- 
munities; it means citizenship service to 
your country. The living of a life is a 
serious business. The life that absorbs 
from the world, gets everything it can 
out of the world and gives nothing back 
to the world is not worth while. It is a 
flat waste of human force. 


PRESIDENT LoNSDALE: In the Presi- 
dent’s address today, mention was made 
of business statesmanship. We have seen 
this exemplified here by a banker and a 
publisher, and we sincerely hope that Mr. 
Alexander and Mr. Munsey will waive 
their usual modesty and have these 
speeches published in pamphlet form. All 
those in favor of that, please rise and 
vote. All present arose. 


Officers Elected 


John W. Wadden, chairman, president 
Sioux Falls National Bank, Sioux Falls, 


South Dakota, presented the report of 
the Committee on Nominations as fol- 
lows: 

For president of the National Bank 
Division, Waldo Newcomer, president 
National Exchange Bank, Baltimore, 
Maryland. 

For vice-president, National Bank Di- 
vision, Thomas Preston, president 
Hamilton National Bank, Chattanooga, 
Tennessee. 

For the members of the Executive 
Committee of the National Bank Divi- 
sion: Federal Reserve District No. 3, 
E. P. Passmore, president The Bank of 
North America, Philadelphia, Pa. 

Federal Reserve District No. 4, A. F. 
Mitchell, first vice-president Northern 
National Bank, Toledo, Ohio. 

Federal Reserve District No. 6, E. C. 
Melvin, president Selma National Bank, 
Selma, Alabama. 

Federal Reserve District No. 10, 
Charles W. Carey, president First Na- 
tional Bank, Wichita, Kansas. 

To fill a vacancy which occurred dur- 
ing the year in Federal Reserve District 
No. 7, John F. Hagey, vice-president 
First National Bank, Chicago, Illinois. 

The report was approved and the gen- 
tlemen named were declared duly ‘elected, 
and such of them as were present were 
installed. 


Committee on Resolutions 


J. W. BARTON, Chairman 


Vice-President Metropolitan National Bank, Minneapolis, Minn. 


Mr. Barton: As chairman of the 
Resolutions Committee, I beg leave to 
submit the following report: 


Whereas, the liquidation of -Interna- 
tional War obligations and the restora- 
tion of the economic order of the world 
depend upon profitable production, and 

Whereas, the production of new wealth, 
the only permanent basis of world re- 
cuperation, is dependent upon the unin- 
terrupted flow of products and material 
everywhere ; 

Resolved, that efforts to restore normal 
international world relationships having 
thus far failed to achieve tangible results, 
the urgency of the situation demands the 
same deliberations of business states- 
manship, and that with governmental 
sanction the leading business brains of 
America should be joined with those of 
Europe in a conference, out of which 
would surely come at least the basis for a 
better understanding of the problems 
involved and for an early and practical 
solution of these problems. 

Whereas, the history of tax legislation 
has demonstrated that to subject ‘the tax- 
ing of the shares of national banks to 
the changing moods of the several state 
legislatures ‘tends toward the creation of 
a special group or class which may be 
unfairly burdened by taxation, 

Whereas, the force and justice of the 
provisions of section 5219 of the National 
pak Act are fully recognized, therefore 

(Me 
_ Resolved, that this Division reiterates 
its endorsement of the spirit of said sec- 


tion, commends the work of the special 
taxation committee of the Association, 
and pledges its continuous cooperation to 
the end that the protection afforded by 
this section shall not be withdrawn or les- 
sened. 

Whereas, recent reports show unusual 
activity in the making and circulating of 
counterfeit paper money, therefore, be it 

Resolved, that this convention requests 
the. secretary of the treasury to resume 
the same high quality of materials and of 
mechanical production of paper money 
that obtained prior to the war, in order to 
provide the largest possible protection 
against counterfeit, and be it further 

Resolved, that a copy of this resolution 
be sent to the secretary of the treasury, 
the chairman of the appropriations 
committee of the United States Sen- 
ate, and the chairman of the appropria- 
tions committee of the House of Repre- 
sentatives. 

Whereas, the history of the national 
banks of the country is one of continu- 
ous service to their respective communi- 
ties, which service has expanded as addi- 
tional needs have arisen, and 

Whereas, the savings departments of 
national banks have come to be important 
features of national banking by reason 
of the added banking facilities offered the 
public, and 

Whereas, experience shows that the 
provisions of the national bank law are 
not only right in theory but in practice 
as regards the investment of national bank 
funds, and 


Whereas, it is unwise to set aside any 
particular part of a bank’s assets in order 
to prefer one class of depositors over 
another, therefore be it 

Resolved, that it is neither necessary 
nor prudent to make any changes in a 
provision that has proved so satisfactory. 

Whereas, this Division is under deep 
obligations to the speakers and all others 
who have participated in our proceedings, 
for the masterly way in which they have 
discussed present day conditions and 
needs, therefore be it 

Resolved, that we as a Division extend 
to them our heartiest thanks, and ac- 
knowledge the deep obligations under 
which they have placed us, and the con- 
sciousness of the benefits to be derived 
from the adoption of the precepts they 
have so ably and clearly set forth. 

Whereas, the welcome we have received 
at the hands of the people of this great 
city has been so cordial and sincere, and 

Whereas, the preamble of the official 
welcome expressing the desire that “This 
is your city as much as ours” has been 
abundantly fulfilled, therefore be it 

Resolved, that the National Bank Divi- — 
sion extend to the New York Bankers | 
gracious appreciation of their fine hos- 
pitality, and assure them that the ad- 
miration and regard for their and our 
wonderful city has been renewed and 
cemented for all time to come. 


The report of the committee was ap- 
proved by the convention. ; 


i 
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The Year in Division Work 


Report of the President 


By Joun G. LoNnsDALE 
President National Bank of Commerce, 
t. Louis, Mo. 


(Extracts from report) 


The National Bank Division of the 
American Bankers Association is finish- 
ing an eventful year in its history—a 
period of considerable legislation, mostly 
beneficial, as has been a great deal of the 
last twelve months’ progress. Especially 
gratifying has been the attempt to both 
enact and interpret legislation in fair- 
ness to national banks. 

Originating in this Division at the Los 
Angeles convention, as a move for bank- 
ing equality, the subject of what consti- 
tutes proper banking facilities has as- 
sumed its true significance before the As- 
sociation at large. 

National banks, seeking the impartial 
application of banking opportunities, and 
by reason of the prevalence of certain 
practices by other classes of banks, offi- 
cially adopted as the position of the Divi- 
sion in this important matter a resolution 
of which the following is a part: 


“Therefore, be it resolved, that the National 
Bank Division of the American Bankers Asso- 
ciation requests the Congress of the United 
States to so amend the national bank act as to 
permit national banks to maintain and operate 
branches within the corporate limits of the 
cities in which the head offices of such national 
banks are located, to be confined, however, to 
states in which state chartered institutions are 
authorized to have branches.”’ 


This quest for banking equality is no 
plea for special privileges or any new 
tights to the exclusion of others. To dis- 
approve of the equalization of what al- 
ready exists would be to depreciate jus- 
tice. If the practice itself be bad, then 
it is universally unsound, but that con- 
ception of its worthiness is not within 
the provisions of the Division’s official 
expression. That it be fully considered 
by the Association as a practice affecting 
all banking is all that this Division can 
in justice demand. 

Attention to legislation naturally found 
an important place in the year’s work, 
as banks of this Division derive their 
power from and are regulated by the 
Federal government. The Division has 
been fortunate in having not only a ca- 


pable chairman of its Federal Legislative 


Committee, but a gentleman whose home 
is at legislative headquarters—Washing- 
ton. His alertness in laying pertinent 
banking facts before the proper Congres- 
sional committees has been of greatest 
value. 


Charters Bill 


_ Considerable anxiety reigned in na- 
tional bank circles because there was no 
legal provision for the extension of a 
National bank charter beyond the third 
twenty years, and no less than twenty- 
four charters were on the eve of expira- 
tion. The bill authorizing 99-year fran- 
chises, while having the indorsement of 
the Association, was so distinctly a Divi- 
sion matter that the latter, through its 


officers, its committees and its individual 


members, acquainted Congress with the 
justice of the measure, resulting in its 
adoption. 


Revenue Bill 


Many associational influences coop- 
erated in having placed in the Revenue 
Bill a provision permitting banks to de- 
duct from their income tax the sums paid 
in state, county and municipal taxes. Our 
Division watched this through the Senate 
and in conference and was a vital factor 
through being continually on the job con- 
cerning this measure. 


State Taxation of National Banks 


There have been various amendments 
before Congress proposing to give the 
states power to measure the rates of tax- 
ation assessed upon shares of stock in 
national banks by something other than 
the rates assessed upon other moneyed 
capital in the hands of individual citizens, 
as the law now requires. One of these 
bills finally passed the House after a 
number of amendments and went to the 
Senate where it was referred to a sub- 
committee which has under consideration 
also the Kellogg Bill, seeking to place all 
banks, national and state, in one class 
and assess them without regard to the 
rates imposed upon other moneyed capital. 
The inequalities of this measure in its 
present form are immediately apparent to 
all bankers, and inasmuch as it contains 
a retroactive clause which would legalize 
the taxes assessed since January 1, 1917, 
this legislation is receiving careful atten- 
tion both in this Division and by the 
special committee of the American Bank- 
ers Association. 


Washington Office Popular 


The increased use of the Washington 
office, both by the Division and by the 
Association at large, has continued, veri- 
fying the foresight of those who orig- 
inally conceived this plan. With all 
government agencies that have to do, 
either directly or indirectly, with bank 
management through this office the Divi- 
sion is kept constantly in contact. 

Generally summarized, the headquar- 
ters work resolves itself into the follow- 
ing classifications : 

First: Attention given to legislation, 
that members may know what is being 
done in Congress—and this includes as- 
certaining the viewpoint of governing 
committees and individual members on all 
pertinent legislation and transmitting it to 
the proper Federal committees. 

Second: Embraces the task of repre- 
senting the members before the various 
executive departments in matters of spe- 
cial business pertaining to their banks. 

Third: Includes the gathering and 
dispatching of a great deal of information 
to secretaries of sundry state associations 
for distribution to their members. 

Fourth: The maintenance of activities 
intended to assist member banks in the 


development of the several departments 
of their business. 

The Division has as a deputy manager 
in charge of the Washington office, a 
secretary whose ambitions and energies 
fit peculiarly into the expanding require- 
ments of the work. The splendid manner 
in which he has cooperated with the ex- 
ecutive heads in increasing the service 
of the headquarters is fully appreciated, 
and last, but not least in my thoughts, is 
a final word of thanks to the members 
of this Division for the honor they have 
conferred upon me in electing me presi- 
dent, for I feel that the experiences and 
contact with the capable minds composing 
this group have been among the most 
eG and profitable periods of my 
ife. 

This Division is proud, almost zealously 
so, of its development, and upon the indi- 
vidual interest of the members, combined 
with a fair, but far-sighted aggressive-. 
ness on the part of the divisional admin- 
istrative heads, depends the continuance 
of this expansion and the future success 
of national banks—institutions worthy 
by service and by experience to parallel 
the best progress of these grand old 
United States. 


Executive Committee 


Tuomas R. Preston, Chairman 
President Hamilton National Bank, 
Chattanooga, Tenn. 


(Extracts from annual report) 


It is apparent to everyone that there is 
alarming and growing disparity between 
the capital and resources of national banks 
and the capital and resources of state 
banks. This is occasioned largely by the 
broader powers granted to banks organ- 
ized under the laws of some of the states. 
If this condition should continue for a 
few years it would undoubtedly endanger 
our unified banking system under Federal 
supervision. Out of more than 22,000 
state banks in the United States, nearly 
one-half of them eligible to membership 
in the Federal Reserve System, only 
1,600 have so far joined, though there 
are more than 8,000 national banks, all 
of which are of course members of the 
system, 

The disadvantages under which national 
banks labor in some states make it im- 
perative that Congress and the Admin- 
istration be informed of the tendency 
toward the relinquishment of national 
charters and urged to stay withdrawals 
from the national system, which thus 
result in the weakening of the Federal 
Reserve System. As an example, in the 
city of Los Angeles, out of over $500,- 
000,000 of deposits, the total in national 
banks has been reduced to only $165,- 
000,000. In the city of Detroit, with a 
population of nearly one million, there are 
185 banks and branches. Of these only 
three are national banks and 182 are state 
institutions. These conditions prevail to 
some extent also in other localites in the 
United States. 
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It was not thought that national banks 
would seek any special privileges, and 
they do not, but it is gratifying to know 
that some of the government officials, leg- 
islative and administrative, recognize that 
a financial structure under Federal control 
is essential to stability and sound finance. 
Twenty-two states now have a system of 
branch banks, and we have heard of no 
sound reason why national banks should 
not be accorded the same privilege, at 
least in these twenty-two states. 

At another meeting of your committee 
held at White Sulphur Springs in May, 
1922, the work by the division during 
the early part of the year was approved 
and a plan adopted for the latter half. 
One of the most important subjects was 
that of the extension of national bank 
charters. The committee gave its strong 
endorsement to the efforts made by the 
Division to secure the enactment of a law 
which would grant charters to national 
banks for unlimited periods of time, and 
much time and effort was spent in this 
direction. The final result was that Con- 
gress passed a law granting charters for 
a period of ninety-nine years from July 
1, 1922. While this was not what your 
committee desired, or what the national 
banks really had a right to expect, it 
serves almost every desired end and 
your committee feels that it is a mark of 
real progress. 

Your committee, basing its opinion 
upon expressions received from national 
bankers in all sections of the country, 
stated its opposition to the several pro- 
posals made to Congress for a so-called 
liberalization of the laws governing real 
estate loans by national banks. Your 
committee is of the opinion that the 
existing laws are sufficiently broad, and 


that no effort should be made to have 


them amended. 

Your committee -has from time to 
time noted what it considers a wise atti- 
tude of the Comptroller toward national 
bank agencies. In some quarters there 
existed for a considerable time the opin- 
ion that a proper construction of the 
National Bank Act authorizes the main- 
tenance of more than one office of a 
national bank in the city in which it is 
chartered to operate. The present ,Comp- 
troller is one of those who entertained 
that belief and, after a careful review 
of the rulings and the reasons therefor, 
and an exhaustive search of the statutes 
and the court decisions, he announced his 
conviction of the correctness of that posi- 
tion. Acting upon. this view, and with 
his approval, a number of national banks 
have established additional banking offices 
in their efforts to meet the competition of 
state banks with branches. A distinction 
is drawn between a branch bank and an 
additional office or agency, and only the 
latter are contemplated by the Comp- 
troller’s position. There are a number 
of measures before Congress on this sub- 
ject. The courts have also been appealed 
to to prevent national banks from estab- 
lishing agencies. 

The members of the Executive Com- 
mittee have followed the work of the 
Division closely during the past year, and 
many of them have often visited the 
Washington office and have kept in- 
formed of the Division activities, but a 


large portion of the work has been most 
efficiently handled by the deputy manager 
and his very competent assistants. 


Federal Legislation 


H. H. McKee, Chairman 
President National Capital Bank, 
Washington, D. C. 


(Extracts from annual report) 


Three measures of interest to national 
banks have been enacted into law since 
the meeting of the Division at Los An- 
geles last year. 

Senate Bill No. 2263, introduced by 
Senator Kellogg, which became a law 
June 3, 1922, amends the Federal Reserve 
Act so as to provide for six appointive 
members of the Federal Reserve Board, 
and directs the President to have due 
regard to a fair representation of the 
financial, agricultural, industrial and com- 
mercial interests and geographical divi- 
sions of the country in making appoint- 
ments. The former provision of the 
Federal Reserve Act requiring that two 
of the appointive members of the Board 
shall be experienced in banking and 
finance is stricken out. 

Senate Bill 831, introduced by Senator 
McLean, which became a law July 1, 
1922, amends Section 9 of the Federal 
Reserve Act in the following language: 
“Provided, however, that no Federal Re- 
serve Bank shall be permitted to discount 
for any state bank or trust company 
notes, drafts, or bills of exchange of any 
one borrower who is liable for borrowed 
money to such state bank or trust com- 
pany in an amount greater than that which 
could be borrowed lawfully from such 
state bank or trust company were it a na- 
tional banking association.” The object of 
this measure is to place state banks upon 
terms of equality with national banks in 
respect to rediscounting with Federal Re- 
serve Banks. 

House Bill 9527, introduced by Rep- 
resentative Lawrence, which became a 
law July 1, 1922, amends Section 5136 of 
the Revised Statutes and authorizes na- 
tional banks to have succession for 
ninety-nine years from July 1, 1922, or 
from the date of organization if the lat- 
ter is subsequent to July 1, 1922. 


Passed the Senate Only 


Two measures have been passed by the 
Senate. Senate Bill 3531, introduced by 
Senator Harris, amends Section 9 of the 
Federal Reserve Act so as to permit 
a state bank to become a member of the 
Federal Reserve System if it possesses 
a paid-up, unimpaired capital of 60 per 
per cent. of the amount sufficient to en- 
able it to become a national bank in the 
place where it is situated, provided it 
sets aside annually in a fund an amount 
not less than 20 per cent. of its net 


income for the preceding year and in- 
creases its capital from such fund from 
time to time until it possesses a paid-up 
and unimpaired capital not less than the 
capital which would have been required 
if the bank had been admitted to member- 
ship as a national bank. 

Senate Bill 3840, introduced by Senator 
McLean, amends Section 5147 of the 
Revised Statutes by providing that the 
oath of directors of national banks shall 
be taken before a notary public, properly 
authorized and commissioned by the state 
in which he resides, or before any other 
officer having an official seal and au- 
thorized by the state to administer oaths, 
except that the oath shall not be taken 


before any person who is an officer of 


the director’s bank. 


Passed the House Only 


Two measures have passed the House 
of Representatives. House Bill 8996, in- 
troduced by Representative Lawrence, 


amends Section 5211 of the Revised Stat- — 


utes so as to authorize the Comptroller — 


of the Currency to require of national 
banks not less than three reports an- 
nually, instead of not less than five, as 
provided in existing law. 

House Bill 9409, introduced by Rep- 
resentative McFadden, amends Section 
5209 of the Revised Statutes relating to 


the penalty for embezzlement by Fed- 


eral Reserve officers, agents or em- 
ployees so as to include national bank 
examiners and assistants. , 


Branch Banks 


There are now before the Banking and 
Currency Committees of Congress nine 
bills on the subject of branch banking. 
One would permit national banks, regard- 
less of their location, to establish 
branches. Four others would restrict 
the establishment of branches of national 
banks to states in which state banks 
and trust companies have that right. In 
addition some of them would require 
that the capital of the parent bank be 
at least equal to the minimum required 
for the establishment of a national bank- 
ing association in that location, plus a 
certain amount for each branch organ- 
ized. Three of the others are identical 
and would deny national banks the right 
to establish branches except in such states 
as by direct legislation authorize state 
banks and trust companies to establish — 


and operate branches, branch offices or | 


agencies. The last one, and the one most 
recently introduced, forbids all members” 
of the Federal Reserve System to estab-— 
lish, own or maintain branches or branch > 
offices, and the penalty proposed for vio-_ 
lation is forfeiture of membership in the 
Federal Reserve System. The prohibi-_ 
tion, however, does not extend to those 
bree which were in operation July, 
1922. . 


None of the nine bills has been seri- | 


ously considered by either the Senate or 
House Committee on Banking and Cur- 

rency, and nothing will be done with 
them until after Congress assembles — 


again. . 
i 


a 


SAVINGS BANK DIVISION 


School Savings and Bank Promotion of Thrift 


HE annual meeting of the Savings 

Bank Division was divided into 

four notable events which in their 

order of occurrence were the an- 

nual reunion luncheon, the meet- 
ing of the executive committee, the 
general session and the school savings 
banking meeting. 


Annual Reunion Luncheon 


The annual reunion luncheon was held 
at the Biltmore Hotel on October 2 and 
had as it guests the present officers and 
several ex-presidents of the Division and 
general officers of the American Bankers’ 
Association, including the following: 

Raymond R. Frazier, president Wash- 
ington Mutual Savings Bank, Seattle, 
Wash.; Samuel H. Beach, president 
Rome Savings Bank, Rome, N. Y.; Wil- 
liam E. Knox, vice-president and comp- 
troller, Bowery Savings Bank, New York 
City; Joseph R. Noel, president Noel 
State Bank, Chicago, Ill.; E. L. Robinson, 
vice-president Citizens’ National Bank, 
Baltimore, Md.; Victor A. Lersner, treas- 
urer Williamsburgh Savings Bank, 
Brooklyn, N. Y.; S. Fred Strong, treas- 
urer Connecticut Savings Bank, New 
Haven, Conn.; Sadd, president 
Chattanooga Savings Bank, Chattanooga, 
Tenn.; R. C. Stephenson, president St. 
Joseph Loan and Trust Co., South Bend, 
Ind., from the Savings Bank Division 
and the following officials of The Ameri- 
can Bankers Association: J. H. Puelicher, 
First Vice-President, Chicago; Walter 
W. Head, Second Vice-President, 
Omaha; F. N. Shepherd, Executive 
Manager, New York City. 


Meeting of Executive Committee 


The Executive Committee received and 
adopted several important reports, which 
have been made available in pamphlet 
form and which as to their more im- 
portant subjects may be summarized as 
follows: 

Committee on Federal Legislation— 


‘Messrs. Deppe, chairman; Sadd, Knox, 


Soliday, Saul and Noel, dealing with (1) 
constitutional amendment to prevent fur- 
ther issue of tax exempt securities; (2) 
special exemption of dividends or inter- 
est from domestic building and loan as- 
sociations; (3) extension of postal sav- 
ings system; (4) the federal budget sys- 
tem; (5) closer cooperation with Federal 


Legislative Committee of American 
Bankers Association. gar vi 
Committee on State Legislation— 


Messrs. Wallace, chairman; Sartori, 
Coffman, Smith, Brock and Satterlee; 
dealing particularly with (1) futility of 
guaranty fund legislation; (2) recent 
savings fund legislation in New York 
and Massachusetts. 

Committee on Facilities and Service— 
Messrs. Hawley, chairman; Morehouse, 


Lersner and Dexter: recommended (1) 
use of pay-roll checks; (2) establish- 
ment of local branches by mutual savings 
institutions. 

Committee on Mortgage Loans— 
Messrs. Pulleyn, chairman; Blackburn, 
Bakewell, Strong, Slach, Wilcox, Brown; 
urged (1) larger investments of savings 
deposits in loans for housing, and (2) 
wider application of the principle of amor- 
tization of mortgage loans not only for 
the advantage of savings banking but for 
the encouragement of personal thrift. 
This report gave the results of a recent 
questionnaire on the extent of the mort- 
gage loan business by all banks. It 
showed that on June 30, 1921, according 
to the United States Comptroller of the 
Currency the reporting banks held $4,- 
753,000,000 of real estate mortgage loans 
and the returns to the questionnaire indi- 
cate that at least $2,000,000,000 was 
loaned by banks on real estate security 
during the year ending last June 30. 

Committee on Liquid Investments— 
Messrs. Beach, chairman; Betz and Bo- 
gardus; made a fine report on railroad 
equipment notes for savings bank invest- 
ment. This committee will be merged 
with that on Investments. 

Committee on Savings—Mr. Howard, 
chairman; Mrs. Stevens, Messrs. Con- 
verse, Hays, Webb and Lawler; pre- 
sented a detailed report on plans for 
operating school and industrial savings 
systems and in accordance with its rec- 
ommendation the executive committee 
adopted the following principles to be 
recommended to member banks: 


School Savings 


1. A pass-book system which will be 
operated by actual collections of money 
in the schools on certain days of the 
week, the amounts to be entered in a 
school folder, or school pass-book. 

2. The transfer of these school funds 
to be made to individual acounts opened 
at the bank, after an acceptable amount 
has been accumulated on the school folder. 

3. The active cooperation of teachers, 
with an optional feature whereby high 
standing pupils may act as tellers and 
cashiers within the respective grades, in 
order to relieve the teacher of the de- 
tail duties required. 

4. No recommendation is made for 
any particular pass-book system, but if 
the secretary of the Savings Bank Divi- 
sion is requested to furnish a complete 
system with forms prepared, he can rec- 
ommend any plan that complies with the 
above requirements and that meets with 
the approval of the executive committee 
of the Savings Bank Division. 

5. It is recognized that any complete 
and detailed system with all official forms 
prepared would be impractical at this 
time, and that it is better to reach an 


347 


agreement on the general principles of 
school savings as viewed from informa- 
tion and statistics already collected, leav- 
ing some room for improvement. 


Industrial Savings 


1. That the pay-roll system be used. 

2. That an authorization from the em- 
ployee must be signed, instructing the 
cashier or paymaster of the corporation 
to deduct so much per week from his pay 
envelope, placing therein a card, or other 
slip, showing the amount deducted. 

That employees be required to sign . 
a regular bank signature card, which will 
be retained by the bank. 

4. That it be understood the author- 
ization of the employee to the cashier is 
voluntary and can be cancelled at any 
time. 

5. That pass books should be kept at 
the bank, but at the option of the em- 
ployee may be kept by himself or the 
paymaster. 

6. That the hearty cooperation of the 
corporation officials must be secured, and 
yet paternalism, or any attempt to exam- 
ine pass-books and pry into the affairs 
of the employee, be avoided. 

That the forms and stationery to 
carry out such a plan shall be approved 
by the executive committee of the Sav- 
ings Bank Division. (The executive 
committee subsequently designated a 
committee with power to give effect to 
this provision, composed of Mr. Howard, 
President Beach and Deputy Manager 
Woodworth. ) 


Promotion of Thrift 


The president’s address was delivered 
by Raymond R. Frazier, President of the 
Division and President of the Washing- 
ton Mutual Savings Bank of. Seattle. 

The topic selected for the general ses- 
sion was “How Banks Promote Thrift 
and Saving.” 

Four discussions by such practical bank- 
ers as Messrs. Brock, Howard, Hicks and 
Lersner were followed by the address of 
the afternoon “Thrift and Thriftlessness” 
by Dr. Nicholas Murray Butler, President 
of Columbia University. These five ad- 
dresses are reprinted in part on the fol- 
lowing pages. 


Resolutions 


The Division then adopted the resolu- 
tions reported by a committee composed 
of Messrs. Howard, Deppe, Wallace and 
Hawley, as follows: 


1. Resolved, That the Savings Bank 
Division of the American Bankers Association 
tenders to the United States Government its 
full cooperation in the redemption and _ re- 
funding operations incident to War Savings 
Certificates maturing January 1, 1923. 

2. Also, Be It Resolved, That a policy of 
giving priority to investments of savings 
deposits in real estate mortgage loans for 
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homes preferably on an amortization plan 
be recommended. : 

3. Resolved, That the promotion and ex- 
tension of school and industrial savings by 
banks be endorsed and in the operation of 
such plans the principles recommended by the 
Executive Committee of this Division for official 
American Bankers Association school and 
industrial savings systems be approved. 

4. Resolved, That the public should be 
warned for investment purposes against any 
class of contract involving the principles of 
lottery and in particular against that form 
of real estate mortgage contract issued by what 
are popularly known in many states as “Three 
and Four Per Cent Contract Loan Companies.” 

5. Resolved, That we disapprove of any 
legislation looking to actual or pretended 
guaranty of bank deposits because it violates 
the sound economic principle that the com- 
petent and good shall not be taxed to pay 
for the inefficient and_ bad. 

6. Finally, Be It Resolved, That we ex- 
press our appreciation of the ability and 
earnestness displayed by president Raymond 
R. Frazier of Seattle and his associates in 
the retiring administration, and all who con- 
tributed in any way to the pleasure and profit 
of those attending this, our twenty-first, annual 
meeting. 


Election of Officers 


The committee on nominations, Messrs. 
Sadd, Chairman; Brock, Noel and Strong, 
made recommendations which were 
adopted and the following officers were 
duly elected and installed for the year 
1922-23: 

President—Samuel H. Beach, President 
Rome Savings Bank, Rome, N. Y. 

Vice-President—Chas. H. Deppe, Vice- 
President Union Savings Bank & Trust 
Co., Cincinnati. 

Members of Executive Committee for 
term expiring 1925: 

Thomas F. Wallace, Treasurer Me- 
chanics & Farmers Savings Bank, Min- 
neapolis. 

John S. Broeksmit, Treasurer Harris 
Trust & Savings Bank, Chicago. 

W. R. Morehouse, Vice-President Se- 
curity Trust & Savings Bank, Los An- 
geles. 


Member of Executive Committee for 
term expiring 1923, to fill vacancy: 

John H. Dexter, President Society for 
Savings, Cleveland. 


School Savings Meeting 


The concluding session of the Savings 
Bank Division was devoted to the ad- 
vancement of school savings banking pro- 
jects. The program was intended to con- 
fine the discussion to principles rather 
than to methods and it was unfortunate 
that limitations of time prevented the pro- 
longed discussion which many of the 200 
persons present seemed to desire. 

The speakers made many valuable sug- 
gestions as will appear from the articles 
printed elsewhere in this issue and con- 
tributed very largely to the impetus which 
this educational movement received as the 
result of action by the executive commit- 
tee and many incidental discussions of 
convention week. 


Ideals in School Banking 


T IS said that the. first savings 
enterprise, amongst English-speaking 
people, was started by a Miss Wake- 

field in England about 1795, for the 
expressed purpose of encouraging 
frugality amongst children. The success 
of her effort eventually stimulated a 
desire to inaugurate a similar plan for 
men and women. ‘This was the real 
beginning of the modern savings bank. 

In initiating this movement amongst 
boys and girls, Miss Wakefield demon- 
strated that she was not only a philan- 
thropist, but an economist and a patriot. 
Her work was philanthropic, because in 
teaching children to save, she showed 
them, in a practical way, how to avert 
the evils that frequently lead the unfortu- 
nate to the poorhouse or to a reformatory. 

This woman must have been an 
economist too, for in dealing with 
children, only she grasped a fundamental 
economic principle, im an evident full 
realization that the cradle and the school 
are the logical places to begin great 
reforms, the places where the real 
preparation for the future should com- 
mence, in order to create a_ better 
appreciation of life itself, as well as to 
awaken a deeper interest in the home 
and in the nation. 

Miss Wakefield’s service to patriotism 
was not less important than her other 
contributions to mankind, for who will 
deny the tremendous value to the nation 
of men and women who have learned 
to coordinate their expenses to their 
income, by periodically saving something 
to meet emergencies. 

In the perspective of the history of 
savings banks, Miss Wakefield’s en- 
deavors in behalf of children should 
stand out in clear outline as a majestic 
peak of achievement among the moun- 
tain chains of great events. 

The humanitarian efforts of a woman 
in behalf of little children, that brought 
into existence the savings bank, should 
have had a substantial acknowledgment 
on the part of bankers during the past 
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century that might well have taken the 
form of provision for encouraging the 
habit of saving amongst school children. 
Except, however, in a comparatively 
few instances, the child has been over- 
looked in the average banker’s program 
of activities, that are frequently so broad 
in their scope. 

Eleven years ago the Bank of Italy 
established a school savings department. 
The representatives of this department 
now visit 450 California schools every 
week to cover which eight men travel 
over 2,000 miles. There are 35,000 
depositors in our school savings depart- 
ment, who have standing to their credit 
over one million dollars. 

In maintaining this department, we 
contend that we are assisting banks in 
every state in the Union, for if we teach 
children to save in California, and these 
children take up their residence in other 
parts of the United States, as they do 
frequently, our best information leads 
us to believe that they invariably con- 
tinue to save in their new homes. 

What we have accomplished in our 
school savings department on the ex- 
treme western border of America, should 
be a reminder to those who do not 
see the potential value of a penny or a 
nickel, that these small coins like the 
children -who possess them, have bound- 
less possibilities, with proper environ- 
ments. They may well be compared to 
a certain little creek I once heard 
described, the “Baby” river that wabbles 
through the woods of Minnesota. 

I cannot help but liken this river to the 
penny saved by a child, that does not 
know whither it is going. The river just 
keeps on, never giving up or quitting 
until it reaches the place where gravity 
says “Little Mississippi, do you want to 
grow? Then you will have to go south.” 
The little Mississippi starts south, while 
folks look on and say, “Why, Mississippi, 
you are foolish, you haint got water 
enough to get out of the county.” That 
is a fact, but he is not trying to get out 


of the county, he is only trying to go 
south, even as the child tries to save. The 
little Mississippi has not much water, 
but does not wait for a relative to die 
and bequeath some water. It has water 
enough to start south and does that, even 
as the child who may not have enough 
money to buy anything, yet has enough 
to save. 

The Mississippi goes a foot south, 
then another foot. Goes a mile south 
and picks up a little stream, then has 
more water. Day by day it picks up 
streamlets, brooklets and rivulets even as 
the child through his maturing years 
should keep accumulating pennies, nickels 
and dimes, with the aid of his banker. 
Finally the Mississippi reaches the Gulf 
of Mexico, even as the child who has been 
taught thrift reaches his goal by having 
saved enough to provide for a higher 
education, or to buy a home or to start 
in business. 

If every school, with the assistance of 
a banker, incorporated in its course of 
study, a practical plan of saving with 
regularity, the Commencement Day of 
the future would take on a new signifi- 
cance, because the recipients of school 
honors would have acquired, through the 
school savings system, at least a spirit 
of self control that would make its ad- 
vantages manifest in countless ways in 
after life. 

Once upon a time, there was an old 
admiral who had been retired by _ his 
country after many years of faithful 
service. He was loath to discontinue 
serving his beloved native land, so he al- 
ways carried about a pocketful of acorns 
which he planted in soil that would in- 
sure fertility. Upon being asked why he 
did this he said, “To help provide oak for 
my country’s ships.” If you gentlemen, 
delegates to this convention of the Ameri- 
can Bankers Association, will, like the 
dear old admiral, help to implant in the 
plastic minds of children thrift seeds and 
savings habits, it will react to our coun- 
try’s welfare by developing ideal citizens. 


November, 1922 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


349 


Why Banks Install School Savings Systems 


HE evolution of banking and bank- 

ing methods has been progressive. 

Instead of the traditional banker; 
who has been described to us as tall, cool, 
calculating and aloof, who would permit 
deposits in his concern and make loans 
if security offered was unquestionable 
and the borrower would tell what he 
wanted to do with the money; and who 
never made mistakes in counting money— 
we have today the modern banker—he 
is genial, he is interested in your affairs, 
rejoices when you prosper, sympathizes 
and counsels with you when you have 
difficult and discouraging problems to 
solve. He is thoroughly human and he 
goes out after business. 


The Beginning 


It is not a great many years since bank- 
ers began to realize that, in the aggre- 
gate, large sums of money that were 
needed in business, never found lodgment 
in banks at all, but were being carried 
about in the pockets of the people, kept 
in secret places in the homes or what 
was still worse, were being spent un- 
wisely. It was then by various methods 
that they endeavored to bring this money 
out of the pockets and stockings and have 
it banked, thus making it available as 
working capital for business. Plans to 
induce and encourage savings and de- 
positing in banks by wage earners were 
adopted and worked with good success. 
Various devices were used to create and 
stimulate a purpose and determination to 
save, but please note that most of these 
efforts were expended on those who had, 
to a great extent, formed their habits of 


life. 


Entered New Phase 


Now, we have entered a new phase oi 
development, that of creating and en- 
couraging, propagating thrift, by educat- 
ing the children and young people. It is 


said that one of the most important 


~~ 


lessons needed by the American youth 
today is that of thrift. As I understand 
it, thrift does not mean merely saving 
alone, but as the late Colonel Roosevelt 
said, “It is common sense applied to 
spending.” 

I believe there are two classes of thrifty 
people: First, those who are so by hered- 
ity. In money matters and things mate- 
rial, they are naturally careful and pru- 
dent. The bent of these people varies in 
degree. In some this propensity is so 
marked, so overpowering, that they are 
penurious and mean; while in others the 
inclination manifests itself in a manner 
that is entirely satisfactory and agree- 
able. 


By GoW. LAY COCK 
Miners’ Bank, Wilkes Barre 


The second class are those in whom this 
tendency, this faculty is not so pronounced 
and may 
stimulated and awakened, but when the 
proper stimulus is given and facilities af- 
forded them, they may become quite as 
successful as the other class. 

When the president of a thrift service 
company introduced himself and _ pre- 
sented a certified copy of a resolution 
adopted by the Board of Public Educa- 
tion in our city to the effect that his 
company had received permission to in- 
stall its system in the schools, and offered 
us the opportunity of becoming a factor 
in the operation of the plan, there soon 
developed in our mind three outstand- 
ing reasons why we should accept the 
proposition. 

First, we then realized, but not as fully 
as we do now, the wsidom of the school 
directors in making lessons in thrift and 
the fundamentals of banking a part of 
the curriculum of the public schools. So 
far as we were concerned, this decision 
on the part fo the school board was en- 
tirely of their own volition. We had 
nothing to do with it, and I seriously 
question whether any bank can be justi- 
fied in exploiting the public schools 
merely for the sake of getting deposits. 


Teacher Cooperation 


Any school savings system, in order to 
succeed, must have the hearty and en- 
thusiastic cooperation of the teachers. 
If there be an impression that it is merely 
a bank scheme to make money and the 
teachers are asked to do this extra work 
for the purpose, the plan is doomed. If 
I had time, I could tell you somewhat of 
our experience right on that point, as this 
conclusion is born of experience. I do 
not want to be understood as recom- 
mending or advocating any particular 
plan, but that which was presented to us 
made its appeal because it so closely ap- 
proximates. regular banking. It uses 
savings books or pass books rather than 
slot machines or stamps, and permits the 
pupil to deposit as little as one penny. 
Their transactions are visualized and 
closely associated in their minds with 
regular banking. The convenience and 
value of an account in the bank is made 
real to them when they come to the bank 
to draw out money. 


Psychology 


If I had the knowledge and the ability, 
it would be interesting to discuss the 
psychology of school savings systems. As 
I lack these qualifications, we will pass 
that by with quotations from two authors, 
some of whose writings I have read re- 
cently. One is a medical doctor, a brain 


lie entirely dormant unless - 


and nerve specialist in this city, recog- 
nized as an authority. The other is a 
psychologist. I will not try to harmonize 
any contradiction that may seem to exist 
between these two statements, but simply 
use them as suggestive of the thought or 
the principle which underlies the school 
savings idea. 

The medical doctor says that we can 
make our own brains as far as special 
mental functions and aptitudes are con- 
cerned if we only have wills strong 
enough to take the trouble. In another 
place, he said, “Teach the child self-re- 
straint, and you are directly developing 
his will power. Soon he will be able to 
take the next step in will development, 
and win Carlyle’s great equipment for 
life, the ability to take trouble.” 

The psychologist says, ‘““We are wholly 
incapable of exercising the will unless the 
emotion first furnishes it with a goal. 
We cannot simply will; we must will 
something, and that something exists in 
our own minds as an idea.” 


Opportunity for Service 


The application of the thought is ap- 
parent to you all. Teach the child right 
ideas to influence his mind before his 
brain matter becomes set by the lapse 
of years. 

The second reason that influenced us 
to assume the expense and take on the 
labor in connection with the installation 
and operation of this system was the 
added opportunity afforded the bank to 
be of service in the community; the bene- 
fits would not be for the present alone, 
but would reach into the years to come. 
A thrifty peasantry has more than once 
been a factor in the financial salvation 
of France. 


Looking Ahead 


Third: ten, fifteen or twenty years 
hence, these young people will be the men 
and women in business and society in our 
communities and the theory is that hav- 
ing formed the habit of thrift and havy- 
ing become acquainted with banking 
methods and having learned from experi- 
ence the convenience and value of an ac- 
count in bank, they will, as the business 
men, the salaried people, and the house- 
wives, become increasingly valuable as 
bank customers. Of course, all the banks 
of the community will share in this re- 
sult, but it is supposed, naturally, too, 
that the bank in which they first had 
their account, will be preferred. Even 
if the latter is not realized, the officers 
and directors of that bank will at least 
have the consciousness of a worthy mo- 
tive transformed into good works. 
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Every Boy and Girl a Banker 


HERE are two classes of savings 

bankers. One would call himself 

a conservative, and say, “This in- 
stitution of ours is a semi-philanthropic, 
unselfish, eleemosynary institution. We 
have a fine, strong bank. We have been 
in the business for many, many years. 
We are glad to have the people come 
in. If they want to come, we are here, 
and the doors are open from ten to 
three, or nine to three, and if they don’t 
want to come, that is their misfortune, 
and not our fault. We are not going to 
go out and get them. We are here to 
serve them if they want to come.” 

And I looked about and found, as I saw 
it, that that type of banker was more and 
more coming to operate an institution 
which was said to be a cold-storage ware- 
house for dormant accounts. 

The other or progressive type of 
banker who would call himself pro- 
gressive, and some might call him radical, 
would say, “It is true that we have this 
fine, unselfish, semi-philanthropic insti- 
tution, but the difficulty is that there are 
hundreds of thousands of people that do 
not know it. We will go out and get 
the depositors and bring them in. We 
see other people who have something to 
sell, not nearly so good for the public 
as that which we have, going out and 
advertising and taking the money away 
from them to their loss.” .The pro- 
gressive banker concludes: “If we have 
something real to tell to the people, if 
we have something real to ‘sell’ to the 
people, we should advertise and go out 
and get the depositors to come in. 


Service the Slogan 


“Everybody agrees that thrift and 
thriftlessness are habits, and everyone 
knows that a habit once formed is hard 
to break. ‘As the twig is bent, the tree 
is inclined.’ Paraphrasing the Bible, if 
I may, without intending to be sacrile- 
gious, I might say, ‘Remember to save in 
the days of thy youth that the evil days 
come not when thou shalt say, “I wish 
I had what I spent foolishly.”’” 

“Service is the ‘slogan _/of! ally pro- 
gressive savings banks. Having those 
thoughts in mind, that of going out and 
getting the depositors, the rendering of 
service; the formation of habits in youth, 
we stumbled upon this school savings 
banking system. We were not pioneers 
in it by any means. Thiry and his asso- 
ciates, some of the latter of whom have 
been introduced to you today, were the 
very first who thought of these things. 
The path was blazed for us, but, strange 
to say, the fine opportunities that this sys- 
tem gave to the mutual savings banks was 
to a large extent going begging on the 
bargain counter. They say fools rush in 
where angels fear to tread. 

If there is any one thing that I want 
to do here it is to radiate the enthusiasm 
that I feel for the service that can be 
rendered through the school savings 
banking system, that you may take some 
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of it from me and take it back to the 
town or the city where you live, and see 
if you cannnot try this experiment as 
others have done. 


Object of School Savings 


School savings teaches thrift to the 
youth, There can be no argument about 
it. If it is part of the duty of a sav- 
ings bank to teach thrift and saving and 
foresight and economy, doubtless the time 
to do it is when the prospective depositor 
is young. 

Does it also occur to you that through 
the child you have the very best and finest 
and most direct contact possible with the 
parent, and is there any home that needs 
the doctrines of thrift, and saving and 
economy more than these homes where 
there are school children? 

In the City of New York, and I think 
in other towns and cities throughout the 
United States, you will find the school 
authorities invite you to come into the 
school, cooperate with you in the estab- 
lishment of these miniature savings 
banks, allow you to distribute thrift 
pamphlets and little newspapers, and to 
make speeches to the children, and to 
send letters to the parents through the 
children, do almost anything so long 
as you confine yourself to the education 
of the children in these doctrines which 
the Board of Education think so well of. 


As Advertising Medium 


Do you know any better or cheaper 
method of advertising your wares? If 
we were not mutual, unselfish institutions 
we would not dare to do it, but, being 
unselfish, semi-philanthropic institutions, 
we can go right into the schools and talk 
about our banks, because we know that 
what we are trying to do is unselfish 
service to the people of the community. 

The medium which we use effectively 
we call our “School Savings Bank 
Monitor,” a little eight-page magazine 
or newspaper. We distribute twenty-five 
thousand a month, ten months a year. 
That paper costs us a cent a copy, ten 
cents a year for ten issues, delivered to 
the home. Those of you who know some- 
thing about printing, enclosing, mailing, 
stamping and the uncertain delivery of 
advertising matter must admit that when 
you get a good piece of advertising litera- 
ture delivered at a cent a copy you are 
getting away pretty cheap. We have dis- 
covered that we could not mail two of 
these issues a year for the ten cents 
that it costs us to send ten right into 
the home. 


Mechanical Devices Condemned 


We believe that the school savings 
bank system without the educational fea- 
tures attached thereto and as a part 
thereof is not worth having. We have 
considered opportunities that have been 
offered to us to put in mechanical devices, 
and we have considered it very carefully 
because they are less costly than the 


systems which we employ, but they lack 
the personal touch, they lack the human 
element, they lack the educational: fea- 
tures, and in our judgment are not worth 
having. 


Results 


Some of the results of our system 
are as follows: 

We organized a school savings bank 
system with a very competent man at 
its head, eighteen months ago. If you 
want to establish a school savings bank 
system, do not do it without first em- 
ploying a competent man and setting up 
a competent department. 

We have received the enthusiastic co- 
operation of the board of education 
through Amzi N. Clark, who has been 
working on school savings systems for 
something like thirteen years, and I am 
glad that I may express publicly the ap- 
preciation we feel for what he has done 
to help us and for what he is willing to 
do to help all of you men who have 
school savings banks in the City of New 
York. 

We have sold the school savings bank 
idea; that is to say, we have opened 
school savings banks in twenty-three out 
of twenty-five public schools in our dis- 
trict. Out of the possible twenty-five, 
we have active banks operating in 
twenty-three schools. We have twenty- 
six thousand children saving in these 
school banks; twenty-six thousand chil- 
dren out of a possible forty thousand. 

During the last eighteen months, and 
largely during the last ten months, there 
have been opened in our bank by the 
school children. over 6,000 accounts. 
Children do not open accounts in the 
parent bank, or in the “big bank” as 
they call it, until they have saved five 
dollars, and then as they save additional 
five dollars in their school account it is 
transferred to their account in the large 
bank, and I think that you will be sur- 
prised when I tell you that the average 
balance in these accounts is over $30, 
and our accounts indicate that many 
parents have followed their children into 
the “big bank.” 


School Possibilities 


There are approximately 600 public 
schools in the City of New York with 
a registration of 950,000 children. If 
schools had been opened in the same pro- 
portion throughout. the city as in our 
district, there would be 550 school banks 
where there are now about 250, but that 
proportion is not nearly so interesting 
and amazing as this: If the same num- 
ber of children had been saving in school 
savings banks in each school, there would 
be 700,000 pupil savers instead of 150,000. 
If the children throughout the City of 
New York had saved in the same pro- 
portion as in our district they would be 
saving per year $3,500,000 where they 
are now saving $500,000. 

One of the teachers called our atten- 
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tion to this very interesting situation: 
She found out how many children who 
had graduated were school savers. and 
how many children who had failed to 
graduate were school savers, and the 
result was this: Ninety per cent. of the 


children who succeeded in their studies 


and were graduated had school savings 


accounts, while only 24 per cent. of those 
that failed had such accounts. It would 
seem that those who save succeed or 
ears who succeed save, take it as you 
will. 

We think that our school savings bank 
work has been largely responsible for a 
rather gratifying increase in the number 
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of depositors and the amount of our de- 
posits. In these eighteen months past, 
in an institution now 54 years old, we 
have increased the number of our de- 
positors from 18,000 to over 30,000, and 
we have increased our deposits over 34 
per cent. as against an average increase 


in the Borough of Brooklyn of 8 per cent. 


Educational Values of the School Savings Bank 


By CLIFFORD BREWSTER UPTON 


Provost of Teachers College, Columbia University 


AM not a banker and cannot speak 

to you from the practical experience 

of one connected with a savings bank. 
My interest is in the schools of the 
country, and I wish, therefore, to speak 
of this savings movement from the stand- 
point of the schools. I want to tell you 
why this movement is worth while for 
the schools, because some of you may 
have felt that the school savings bank 
has not been worth while because it did 
not yield results commensurate with the 
time and money you put into it. No 
matter how much money you have 
put into it, no matter how much time 
it has taken to install savings banks sys- 
tems in the schools, and no matter what 
losses you have met, your efforts have 
been worth while, after all. 

From the viewpoint of the school, the 
installation of school savings banks means 
thrift, and thrift, from the school’s 
standpoint, is a term of very broad mean- 
ing. Thrift in all its aspects touches 
life in every form, and, in fact, thrift in 
its widest sense touches us vitally 
throughout the whole term of life. 


Educational Opportunities 


It is this broad interpretation of thrift 
in which the school is interested. Hap- 
pily the school has many facilities for 
cultivating and teaching this large notion 
of thrift. In the arithmetic class, for ex- 
ample, we can teach those phases of thrift 
that have to do with the proper care and 
saving of money. In the geography class 
we can present those phases of thrift that 
are concerned with the resources of this 
country and their economical use; in the 
home economics classes we can teach 
those that have to do with the proper 
selection and conservation of food, while 


in the science classes we can teach all 


these economies that have come about 
through the modern applications of 
science to industry. 

All these phases of thrift must be 
taught. Everything you are doing in the 
school savings bank to teach one phase 
of the subject is helping to teach these 
other phases, likewise important. What 
we are doing in general in the .whole 
thrift movement helps you and what you 
are doing helps us very materially. 

I want to make clear that this subject 
of thrift is so broad that to teach it fully 
is particularly the task of the school. By 
this remark I don’t want you bankers to 
think for a moment that I am suggest- 
ing that you should get out of this work. 
I want you to stay in it, but if you 
know why this teaching of thrift is es- 
pecially the work of the school, it will 


help you somewhat to know how your re- 
lation to this school task can be most 
effective. 


A Complex Habit 


In the first place, it is the task of the 
school because the subject of thrift in all 
of its aspects is a very complex idea. 
Thirft is a very complex habit to fix in 
the minds of children. It is not a simple 
thing like teaching children to clean their 
teeth. That is a simple habit, easily ac- 
quired, but this big idea of thrift and 
saving—thrift not only in your personal 
affairs but also in your country’s affairs— 
this is a very difficult idea to get over. 
To teach thrift effectively, therefore, 
means to make thrift a habit which will 
work automatically like all other habits. 
The school has as one of its primary tasks 
the forming of habits in children. It may 
be well for us to stop a moment to con- 
sider yhat a habit is. Your reading, writ- 
ing, and arithmetic are complex habits 
that the school had to form by instruc- 
tion of a gradually progressive kind in 


which repetition played an important part. ~ 


Similarly, your eating, walking, speaking 
—all. these things are habits. Even your 
thoughts regarding your neighbors or the 
city or the Federal government may be 
largely matters of habit. Practically all 
those things you do easily and automati- 
cally are habits. Your life would be very 
difficult if you did not possess these 
habits. We can safely say that habits are 
the most important things we have in this 
world to facilitate our progress through 
life. Thrift, therefore, if it is to become 
effective must be made a habit to which 
we respond as quickly and automatically 
as we do to our other habits. Since it 
takes a long while for the child to ac- 
quire a habit we must depend largely upon 
the school to surround the child with the 
necessary influences and repetitions which 
will eventually make thrift a habit. 


School and Bank Cooperation 


The psychologists tell us that habits are 
most easily formed when children are 
young. “This is another factor which 
points toward the school as the place to 
fix the thrift habit, since the school com- 
mands the child when he is young. You 
all appreciate the force of this argument. 
You know you do not want old men in 
your offices. You want voung men. The 
old have their habits formed and you 
do not get very far with them when you 
want to fix new ideas. 

The school, then, is particularly the 
place where conditions are favorable for 
acquiring this additional habit called 


thrift. Since the school seems to be the 
appropriate place to teach thrift, we want 
to raise a few questions about the coop- 
eration between the school and the bank 
in this teaching. We need the bank very 
much. We cannot get along without the 
cooperation of the bank. We need the 
bank for certain reasons, and I am going 
to enumerate one or two of them. 

In the first place, any habit that is 
taught to anyone, whatever that habit may 
be, is not successfully taught if it is just 
a matter of talking about it. All habits 
to be effective in life must be reduced to 
action, You can talk about handwriting 
and the crossing of the “t” and the dotting 
of the “i” as long as you wish, but that 
doesn’t mean that the child will neces- 
sarily cross the “t” and dot the “i.” You 
can talk about the cleaning of the teeth, 
but that doesn’t necessarily translate the 
action, and the daily cleaning of the teeth. 
You have to establish the habit of clean- 
ing the teeth so that it will be done 
easily, without effort and without thought. 

We talk about thrift in the schools, and 
always have talked about it. We are 
talking about it more today than we ever 
did before, but through the school sav- 
ings bank we have the daily opportunity 
to practice thrift, to see the thing before 
us as a daily example just as we see our 
fellows reading the morning newspaper 
each day or taking exercise. Doing what 
the other fellow does, having the oppor- 
tunity to do it, and doing it over and over 
again, these are prominent factors in es- 
tablishing a habit. Therefore, your coop- 
eration in furnishing the daily opportun- 
ity to practice thrift is very important. 


Doing It For the Children 


_ In the second place, in forming a habit 
it is important to bring it in contact with 
life outside the schoolroom as much as 
possible. In this your cooperation is also 
very helpful for the school savings bank 
necessarily leads the child to have some 
contact with your bank which is in the 
busy world outside the schoolroom. 

Let me take this opportunity to say 
that any banker interested in this big 
movement, interested in the education of 
boys and girls, your own sons and daugh- 
ters, can afford to go to the greatest 
expense and trouble, even financial loss, 
to put the savings system into the school 
because of the educational value it will 
have for the boys and girls themselves. 
You are not doing this for the extra 
deposits you bring to your bank. You 
are doing this for the sake of the boys 
and girls whom you want to bring up for 
the next generation to be the right kind 
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of men and women. You are teaching 
them habits now which will make their 
deposits worth while for your banks 
twenty years from today. So I particu- 
larly plead that you do all possible to 
cooperate with the school, no matter 
how much trouble you have to take, to 
make this movement of the greatest edu- 
cational value to the children. 

Now, since we are both engaged in 
certain efforts to inculcate this thrift 
habit, I am going to take a moment to 
repeat certain fundamental laws of learn- 
ing that the psychologist has taught us. 
Any sort of learning proceeds according 
to certain fundamental laws, though 
sometimes we never stop to think about 
them. Therefore, all your efforts at pro- 
moting thrift, either among children or 
adults, including your advertising, your 
drives, or your more quiet propaganda, 
should have in mind these fundamental 
laws if your work is to be most effec- 
tive. 

I have no doubt that much of, the 
thrift effort which has been undertaken 
by banks has had a certain amount of 
lost motion in it simply because the bank 
has not followed the principles of effec- 
tive teaching. The first law of learning 
points out that if you want to incul- 
cate any habit you shall create on the 
part of the child or the person who is 
to acquire the habit, the desire to pos- 
sess it. That is extremely important. 
Let them see the advantages of the school 
savings bank. Let them see the ad- 
vantages of laying up some money for a 
rainy day. Don’t go at this blindly. There 
are real advantages in giving the child the 
right attitude of mind in respect to the 
habit to be acquired. 

The second law of learning states that 
if you want to inculcate a habit you must 
supply a certain amount of fundamental 
knowledge or basic facts concerning the 
habit to be formed. You do not want 
the child to form a habit blindly, in a 
purely imitative way. He should know 
what he is doing. What is some of the 
fundamental knowledge in relation to 
thrift? In the first place, children ought 
to know something about the safety of 


the place in which the money is put, that 
it is far more desirable that the money 
go into the savings bank than into get- 
rich-quick schemes. The schools have to 
teach that in their work, and in all your 
efforts you should help the schools teach 
it. In the second place, we want to get 
rid of the idea that saving is putting 
money into a box and never getting any 
use from it. Some people feel, “If I 
had that, I could do this, that and the 
other.” Yes, they could. But help to 
impress this fundamental fact, which you 
know better than I, that savings is in- 
vesting, and that the money put into the 
savings bank is merely put where it can 
get to work and do something to help the 
progress and industry of the world. 
Further, let us make it clear, that not only 
is your money invested and working, but 
that you are getting paid for it. The 
interest that the bank pays you, the 
compound interest that accrues from 
leaving your money long enough in the 
bank, is all to your credit. 

Psychologically, I think the present 
practice of the government in pointing 
out in its advertising that if you invest 
in certain government certificates at $800 
you will in five years receive $1,000 in 
return, is far better than those devices 
where the earning power of the money is 
not pointed out. I am quite sure that 
during the war we would have sold more 
Liberty bonds if we had pointed out that 
a $100 bond would bring back to the 
buyer $200 if he would only put the 
coupons in the savings bank as they 
came due and let them accumulate at 
compound interest for seventeen years. 
Every time we sold a Liberty bond we 
should have said, “Loan the government 
$100 and after seventeen years you will 
get back $200.” I have already pointed 
out that the first fundamental law of 
learning is the desire to acquire the habit. 
The second fundamental law is to sup- 
port this desire with some fundamental 
knowldge. 

The third law of learning states that 
in acquiring a new idea there must be 
sufficient repetition, and that is where 
the school is especially necessary. ‘That 


is also where the banks come in. Do not 
think you can go at this for six months 
and then stop. You have to keep at it 
for some time if you want to fix the 
habit. So the element of repetition, 
doing the thing over and over and over, 


just as in advertising, is the thing that. 


counts. 


The fourth law of learning states that 
there must be provision for the practice 
of the new idea or habit. If you want 
the habit to be thoroughly mastered you 
have to give the learner the opportunity 
to practice it, and there is where the 
school savings bank becomes a_neces- 
sity to make a fundamental law of teach- 
ing effective by giving the pupils the op- 
portunity to practice the habit of thrift. 


And the fifth law of learning reminds 
us that some sort of satisfaction must 
result from acquiring the habit. If you 
have worked all your life to save money 
to put your son or daughter through 
college, you want some saitsfaction for 
your effort. Your satisfaction is suffhi- 
cient if the boy or girl is successful in 
college. And so with every other habit 
that we teach. We must see that there 
is some resulting satisfaction rather than 
annoyance or disappointment. This is 
extremely important. It is seen that 
these five laws are all very human and 
that they appeal strongly to one’s com- 
mon sense, yet when we actually start 
to teach a new idea it is surprisng how 
often we ignore them. 


The school savings bank from the 
school standpoint is distinctly worth 
while. If in any instances it has not been 
worth while to you in a business way, 
let me assure you that in an educational 
way it has been more than worth while, 
for the school savings bank provides the 
most practical means for the application 
of the fourth law of learning, which is 
an essential step in the teaching of thrift. 
I therefore appeal for your continuous 
and hearty cooperation with the schools, 
no matter how much trouble it may be, 
in order to give the boys and girls of 
this country that priceless gift, the habit 
of thrift. 


President’s Annual Address 


By RAYMOND R. FRAZIER 


President of Savings Bank Division of American Bankers Association 
President Washington Mutual Savings Bank, Seattle 


T the risk even of dividing your 
Attention at the very beginning, I am 

going to inflict upon you a few fig- 
ures, and in so doing, I believe that we 
will add to our knowledge, and therefore 
possibly to our power because you know 
the old saying is that “knowledge is 
power.” 

With that brief apology, I will say that 
the constitution and by-laws of the Amer- 
ican Bankers Association provide for four 
general divisions, including “a Savings 
Bank Division whose scope shall embrace 
all matters relating to institutions receiv- 
savings deposits.” A majority of the 
30,000 banks i in the United States actually 
receive “savings deposits,” hence the Sav- 
ings Bank Division sustains a peculiarly 


intimate relationship with all classes of 
banking institutions. The strictly sav- 
ings banks no longer have a monopoly on 
savings bank activities. Publicists and 
statisticians, however, have clung tena- 
ciously to the idea that no banking in- 
stitution which transacts a commercial 
banking business may properly be classi- 
fied as a savings bank. Practically all 
authorities everywhere, when dealing with 
savings bank statistics in the United 
States, include only those statistics which 
pertain to (1) Mutual Savings Banks, 
and (2) Capitalized Savings Banks which 
do not accept checking acounts. 

A few years ago, President William 
Howard Taft told the Governors of our 
forty-eight states that of the entire sav- 


ings deposits in this country, mutual sav- 
ings banks held approximately 80 per 
cent., the remaining 20 per cent. being 
held by capitalized savings banks. In 
giving out these figures, Mr. Taft had 
reference only to strictly savings banks, 
ignoring savings deposits in the savings 
departments of national and state banks, 
and trust companies, because no official 
statistics were available covering the 
latter class of institution. 

As late as August, 1922, no less keen 
an observer than our distinguished banker- 
economist, John H. Puelicher, then First 
Vice-President of the American Bankers 
Association, declared that whereas in some 
foreign countries one-half of the entire 
population have savings accounts—‘“in 
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the United States we have but 99 savings 
depositors out of every thousand in- 
habitants.” 

Now, Mr. Puelicher’s figures, like those 
of Mr. Taft, had reference only to the 
business of strictly savings banks. Mr. 
Puelicher obtained his figures as no doubt 
did Mr. Taft from the official reports of 
the Comptroller of the Currency. The 
report of the Comptroller for 1921 shows 
that the mutual and stock savings banks 
of the country had on their books about 
10,840,000 savings accounts. If that fig- 
ure represented the total savings accounts 
in the United States, Mr. Puelicher’s 
statement that in this country “we haye 
but 99 savings depositors out of every 
thousand inhabitants” would be correct. 
The fact is, however, that when we con- 
sider the combined savings business of 
commercial banks and strictly savings 
banks, the number of savings depositors 
is found to be over 26,000,000 instead of 
less than 11,000,000; thus, there are about 
250 savings depositors instead of only 
99 out of every thousand of our in- 
habitants. 


Aggregate of Savings 


Also, the aggregate of savings deposits 
in the United States, instead of being less 
than $7,000,000,000 is actually over $14,- 
000,000,000. 

These new figures, which have been 
very carefully compiled by the Savings 
Bank Division in cooperation with the 
Comptroller of the Currency and state 
officials throughout the country, have a 
double value: First, they are inspira- 
tional; secondly, they emphasize the fact 
that in many sections of our great coun- 
try, commercial banking institutions are 
called upon to assume the functions and 
responsibilities of savings banks.  Inci- 
dentally, it is proper to state that insofar 
as these commercial banks are governed 
in their savings bank activities by lofty 
ideals of safety and service to depositors, 
they are a blessing to their respective 
communities. 

In view of the by-law quoted that the 
scope of the Savings Bank Division shall 
embrace all matters relating to institu- 
tions receiving savings deposits, it is the 
duty of the Division to render every pos- 
sible service to all classes of banking 
institutions which lawfully solicit savings 
accounts. 


Methods of Encouragement 


The Division continues to work diligent- 
ly to facilitate an increase in the number 
of savings depositors and the aggregate 
of savings deposits. During the past year 
generous contributions have been made 
by the division to the literature of savings 
banking—including a paper by our Sec- 
retary, Leo Day Woodworth, on 
“Twenty-five Plans for Increasing Sav- 
ings’; also papers on “Insured Savings 
Accounts,” “Christmas and Thrift Clubs,” 
“Industrial Savings,” “Home Economics,” 
“Household and Personal Budgets,” 
“School Savings Banking,” etc.. all of 
which have been published in the JourNAL 
OF THE AMERICAN BANKERS ASSOCIATION. 

In this address, I shall.refer briefly to 
three methods of encouraging thrift: 

(1) School Savings Banking: This is 
easily one of the most important activ- 


ities in which savings bankers may en- 
gage. We find in some cities practically 
the entire enrollment of public school 
children have savings accounts, while in 
other places the work is entirely neg- 
lected. 

The virtues of school savings banking 
are universally recognized by school 
authorities, but sometimes the undertak- 
ing is delayed because the program of 
work in the schools is too crowded. If 
boards of education and teachers hold 
themselves to be fully educated to the 
tremendous economic advantage to the 
nation of directing the minds of the 
young along lines of property ownership, 
no excuse based on crowded curriculum 
would ever be advanced against school 
savings banking. “Train up a child in the 
way he should go and when he is old he 
will not depart from it’”—is a Biblical 
statement of fact. 

School authorities would better elimi- 
nate one or several standard subjects 
from the school curriculum than to ig- 
nore the opportunity offered in school 
savings banking to encourage children in 
the acquisition of funds with which to 
meet the requirements of civilization. 
Knowledge is a good thing, but knowledge 


without thrift is worse than ignorance. 


The spendthrift is a menace to society. 
Anarchism breeds readily among spend- 
thrifts. Patriotism waxes strong among 
savers. Universal thrift will bring hap- 
piness and contentment to all our people 
and establish a nation that can never be 
destroyed! The sure way to create a 
nation of savers is to teach school chil- 
dren how to save by providing within the 
schools practical facilities for the safe- 
keeping of small sums. 


Nation-Wide Study 


During the past three years the Sav- 
ings Bank Division has been especially 
aggressive in promoting school savings 


’ banking and is pleased to record that the 


total number of pupils reported as par- 
ticipating during the last school year was 
1,305,000, as compared with 660,000 last 
year and 463,000 the year before. A spe- 
cial committee of the Division has made 
a nation-wide study of the best plans, 
and will give the bankers of the country 
the benefit of those studies. It is hoped 
that school savings banking may soon 
become universal in the United States. 

Secondly: Savings Bank Laws. Does 
any student of the subject doubt that the 
best way, after all, to really promote sys- 
tematic, continuous thrift among the 
masses is by the enactment of scientific 
savings bank laws? If so, study the his- 
tory of savings deposits in the various 
states: Consider New York, for example. 
This state has builded its savings bank 
structure so wisely and well that Alvan 
Markle, who addressed the American 
Bankers Association in Los Angeles last 
year in support of Postal Savings Bank- 
ing, declared that “the savings banks of 
New York are practically as solvent as 
the government itself.” 

As high a tribute might well be paid 
Massachusetts and other New England 
and Eastern States. 

In New York we find as the result of 
one hundred years of scientific savings 
bank legislation, one-third—and in Massa- 


chusetts two-thirds, of the entire popula- 
tion, men, women and children included, 
have savings accounts in savings banks. 

In California on the Pacific Coast'’500 
out of every thousand of the inhabitants 
have savings accounts in the state sav- 
ings banks. Why? Because, in Cali- 
fornia they have adapted the New York 
and New England mutual savings bank 
policy to a system of capitalized savings 
banking. In California the law requires 
absolute segregation of savings from de- 
mand deposits, and the restricted invest- 
ment of savings funds in high grade 
securities. 

It is a fact that in those states which 
have the soundest banking laws are found 
the greatest percentage of savings deposi- 
tors to population. 

Thus it has been clearly demonstrated 
in the East and in the West. 


State’s Power 


First, that it is within the power of 
the state more than any other known 
force to encourage universal thrift by en- 
acting good laws to govern savings bank- 
ing ; 

Second, that it is within the power 
of bankers themselves to encourage and 
direct such legislation. 

As to the segregation of savings 
deposits, the Division is on record in a 
resolution unanimously adopted at the 
Washington, D. C., Convention of the 
American Bankers Association in 1920, 
which declares: 

That the Division will improve every 
opportunity for calling the attention of the 
public, as well as of bankers, to the peculiar 
nature of savings deposits and the necessity 
of preventing any situation to arise under 
state or national law whereby the savings 


depositor will become, in effect, a deferred 
creditor of the bank. 


No way has yet been discovered to 
vouchsafe to savings depositors the pro- 
tection to which they are entitled, except 
by laws requiring the absolute segrega- 
tion of savings from demand deposits, 
and the investment of such deposits in a 
restricted class of high grade securities, 
to be held solely for the benefit and pro- 
tection of such savings depositors. 

Third, another way to stimulate 
thrift is by encouraging the acquisition 
of homes. 


The Revolving Fund - 


After the Armistice a bill was intro- 
duced in Congress to provide a revolving 
fund of $50,000,000, to be loaned through 
Federal Reserve Banks for home building. 
Fortunately the bill did not pass. It 
served, however, to arouse interest 
among savings bankers. What is $50,- 
000,000 to the savings banks of the coun- 
try? It is only a fraction of 1 per cent. 
of their resources of the mutual savings 
banks alone. It is considerably less than 
one half of one percent. of the total sav- 
ings deposits in the banks of the country. 
Savings banks could, without the slight- 
est embarrassment, establish within ten 
years a revolving fund of fifty times 
$50,000,000 to be employed in the en- 
couragement of home building. Is it 
possible to conceive of any greater in- 
surance to the stability and safety of the 
nation, or a more effective means of pro- 
moting the happiness and contentment of 
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our people than would thus be accom- 
plished? 

Savings bankers have it directly within 
their power to make this a nation of home 
owners, thus protecting against the de- 
structive fires of discontent and radi- 
calism. And from a purely selfish stand- 
point, that of building up a savings bank’s 
business, it is impossible to conceive of 
a sounder method than to lend money to 
people with which to buy and build homes, 
providing always that the loan carries the 
privilege of repayment in convenient in- 
stallments and at low rates of interest on 
unpaid balances, A loan for home build- 
ing which includes the partial payment 


privilege, establishes a system of enforced 
thrift, and develops men and women who 
wiil uphold law and order under all cir- 
cumstances. 

In America we are accused of “Dollar 
Worship,” and a stigma attaches te cur 
method of teaching the young the mean- 
ing of success in life. We Americans get 
the impression very early that the poor 
boy who becomes rich is the one to be 
emulated. And that the measure of a 
man’s success is determined by the value 
of the property he has collected under 
restricted ownership. 

As the greatest menace to any country 
is the concentration of wealth in a few 


hands, so the greatest boon to any nation 
is the existence of powerful forces, such 
aS our savings institutions, operating to 
accomplish a more nearly equal enjoy- 
ment and distribution of the wealth of 
the nation. 

Last year banking institutions paid 
more than $450,000,000 interest to savings 
depositors—an amount sufficient to build 
90,000 homes worth $5,000 each; or 140,- 
000 homes worth $3,000 apiece | 

Let us derive durable satisfaction from 
the knowledge that as savings bankers, 
we are engaged in a business that stands 
for the increased happiness and content- 
ment of all mankind. 


How Banks Promote Thrift and Saving 


BY GEORGE E. BROCK 


President National Association of Mutual Savings Banks, President Home Savings Bank of Boston 


E are gathered here this after- 
noon, representatives of financial 
institutions all engaged in gath- 

ering into our folds the savings of the 
common people of our nation, approach- 
ing the subject perhaps from different 
angles. 

It is but a few years ago, in fact, 
within my memory and my experience, 
when a commercial institution would not 
stoop to take the savings of the small 
fellow. The mutual savings bank was 
the only institution where a man of small 
means could go and leave his money and 
have it cared for. But there has been 
a great awakening, so that today the na- 
tional banks, the trust companies and 
state banks, the cooperative banks, the 
Morris Plan companies and the credit 
unions, are each and all striving for those 
kinds of deposits which were the sole 
prerogative of the mutual savings bank 
forty years ago. 

And savings bank men all over our 
country are now asking themselves, 
“What more can I do to serve my de- 
positors?” The answer to that question 
has been so often attempted, it is well 
nigh impossible to give anything new, but 
perhaps it is well for me to attempt to 
state in perhaps a new form, some of the 
things which are worth-while for us to 
undertake. 


Amount of Service 


The amount of service which a given 
bank will render to its depositors is in 
a large measure in the keeping of the 
executive of the bank. If he be a grouch, 
his bank will very likely keep in the old 
rut, with a very great danger of being 
submerged by present day competition. 
Ii he be timid and fearful, lest he make 
a mistake, he will move along the line of 
least resistance. If he be self-sufficient, 
there will be hardly anything new under 
the sun worth while trying; but if he be 
forceful, energetic, courageous, with a 
broad vision, he will lead his directors and 
trustees in new paths, and will succeed 1 in 
presenting his bank to an ever-increasing 
number of people, for their help and 
guidance. 


Now the first thing that I wish to men- 
tion where we can serve is fundamental. 
We should so conduct our institution that 
we can present to our depositors a safe 
and sound place wherein to rest their 
money. You may say this is a truism, 
that itis old. I admit it. It is a doc- 
trine handed down to us by our fathers, 
but it will ever be new, because it is 
fundamental in every scheme of good 
banking. 

Then, if we would really serve our de- 
positors, we will see to it that our bank- 
ing hours are made to conform not to 
the convenience of the officers and the 
clerks behind the counter, but to the 
habits and the convenience of the com- 
munity in which we live. 


Banking Hours 


I once knew a mutual savings bank 
whose hours were from 12 to 3. At 
3 o'clock they closed their doors and 
went home. ‘They settled their cash at 
11 o’clock the next morning. But a new 
day has dawned. Alongside of them 
came people, a trust company, whose 
hours were from 9 until they got 
through in the afternoon, and that mutual 
savings bank today is among the lead- 
ers so far as the hours go. 

Did any of you ever notice in the sec- 
tions where there are large accumula- 
tions of people, how much business there 
is between the hours of 12:30 and 2 
o’clock? That means that the men and 
women are taking a portion of their 
lunch hour to come and make their de- 
posits. What if the old rule held good— 
of hours from 9 to 12 and 2 to 4? That 
has all gone by. 

And then did it ever occur to you that 
sometimes there may be a woman living 
perhaps 15 or 20 miles from your bank; 
when she has gotten the noon-day meal 
and has gotten the children off to school 
in the afternoon, she takes a train to 
come to the bank and gets there just 
after 2 o’clock? Did it ever occur to us 
that possibly we might stretch that hour 
of 2 until 3, and thereby accommodate 
a great many people? 

Then again, we will have our banks 


just as accessible as possible to the peo- 
ple. I went once to call at a mutual 
savings bank. They owned their build- 
ing. I approached that room over a 
flight of stairs which were well nigh a 
ladder. On the street floor was a ten- 
ant no less than a national bank, which 
proceeded at once to put in a savings de- 
partment. I call that mutual savings 
bank a real philanthropist to his com- 
petitor. 

Not only that, it is comparatively easy 
to organize a trust company, a state bank 
or a national bank. It is no longer easy 
to organize a mutual savings bank, and 
if we are to extend the benefits derived 
from such an organization as that, in 
every state where mutual savings banks 
thrive, we ought to see to it that a wise 
law granting to us branches, becomes ef- 
fective, because if these large areas of 
population are not served by us, they will 
be served by our competitors and we 
ought to see to it that laws are passed to 
enable us to make it easy for the peonle 
to make their deposits in our institutions. 

It has become apparent to many of us 
in the state from which I come that there 
must be a change in our method of pay- 
ing dividends as we call them, or inter- 
est, as they are called elsewhere. How- 
ever much we may believe in the old sys- 
tem of paying dividends once in six 
months thereby causing _many people to 
lose interest who draw in the meantime, 
nevertheless with us at any rate, there is 
a rising tide of new sentiment that is go- 
ing to compel us ultimately to change our 
methods. 


Payment of Dividends 


We will either pay our dividends quar- 
terly and figure over every account once 
a quarter, or else we will pay our divi- 
dends in a manner so that a person hav- 
ing a deposit for a calendar month and 
having to withdraw can be paid an 
amount of interest a half or perhaps one 
per cent. less than the last dividend, and 
where only a partial amount has been 
withdrawn, that adjustment can be made 
at the end of the six months when the 
interest is figured. 
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Now, this may seem revolutionary to 
some of you here. I doubt if you will all 
agree with this doctrine, but I am quite 
sure that if you had lived in a commun- 
ity for five years where the savings bank 
men have been called everything but men, 
and where a propaganda based perhaps 
on a grain of truth, but filled with false- 
hood from beginning to end, has created 
nevertheless a certain amount of public 
sentiment—I believe that you would agree 
with some of us who believe that our 
law ought to be elastic enough to permit 
us to meet the new demands of the newly- 


thinking public in our various communi- ' 


ties. 

Then again, there are other ways that 
we can serve. We can do a very great 
deal in personal service by teaching the 
people in groups, in industries, in clubs, 
in schools, in associations of all kinds— 
gathering them together in small groups 
and teaching them the benefit to be 
derived from Christmas clubs, vacation 
clubs, school savings, budget work and 
a regular plan for saving. 


I think the banks will do well to con- 
sider the advisability of establishing a 
brand new department—call it a Home 
Service Department, a Personal Service 
Department, or by any other name, so 
long as the head of that department is 
charged with the duty of projecting that 
particular bank into . the community. 
Where banks are small and feel them- 
selves unable to bear the expense of this 
undertaking, it might be well for two or 
more to come together in a group for the 
purpose of carrying out this work. 

Thus far, I have been talking very 
largely about getting in the new depositor. 
When he becomes a customer, then it is 
our bounden duty to treat him in such a 
way that he will feel at home when he 
comes within the four walls of our bank- 
ing room. In order to do this and do it 
successfully, I believe it to be necessary 
to gather our clerks around us once in a 
while and to explain to them the aims and 
aspirations of the managers of the bank, 
and to teach them so far as we can by 


what method they can accomplish those 
aims. 

I believe this to be absolutely necessary 
if we are going to succeed. 

It is our duty to have as clerks an 
agreeable, polite, efficient lot of men and 
women, who, when they serve the people 
on the other side of the counter, will feel 
that they are giving them a personal 
service of their own as well as a service 
in behalf of the bank of which they ought 
to be proud. 

The farther away we can get from the 
machine method of treating the human 
beings who come within our quarters, the 
greater will be our service to them and 
the greater will be the success of our 
undertakings. 

There is much work for us to do. We 
have but as yet scratched the surface. 
Hence I say to you, arise ye, arise ye, 
get ye up on to the mountain tops and 
there where your horizon is broadened, 
look on the fields for behold they are all 
ready white for harvest. (Applause. ) 


School Savings Banking 


BY ALVIN P. HOWARD 


Vice-President Hibernia Bank & Trust Company, New Orleans 


HE history of school savings in the 

United States during the past five 

years has been fully reviewed and 
the statistical information obtainable is 
on file in printed form with the Secre- 
tary of the Savings Bank Division. A 
casual glance at these figures will con- 
vince anyone that school savings is no 
longer an experiment. As a matter of 
fact, it is hoped that all of the experi- 
ments have been tried, because the classi- 
fication of the various systems in use 
shows an alarming number of different 
plans and a varied amount of success. 
We have a large country, with many dif- 
ferent laws, customs and peoples, so it is 
to be-expected that this variation should 
occur, because of a lack of cohesion and 
cooperative guidance. New England has 
tried one system without result, has 
abandoned it in favor of another plan, 
which has already been tried in the South 
or West and found lacking; the same 
-system elsewhere is an apparent success, 
_while others do not produce results. In 

a brief way, an examination of the his- 
tory of school savings shows conclusively 
that the main trouble is a lack of com- 
prehensive and continental study to de- 
termine the fundamentals. 

The first fundamental principle to es- 
tablish is to teach. We are dealing with 
school children who can learn the alpha- 
bet, multiplication table and how to write, 
in ’school, the Lord’s prayer, the creed 
and catechism in Sunday School, and 
table manners, decorum, punctuality and 
industry, in their home. Quite obviously 
these children have the ability to learn 
things that they do not thoroughly under- 
_ Stand, if at all, and with the teaching of 
each of these series of things is associ- 
ated the immediate surroundings of the 
school room, the Sunday School and the 
home, through the medium of the teacher, 


the Sunday School teacher and parent. 
That seems to be how to teach children. 
Whether it is right or wrong, it seems to 
be the universal system in this country. 
Call it a parrot-like method if you will, 
but the results speak for themselves by 
the presence of those here in this room, 
because each of us has learned in ex- 
actly the same way. Now then, where 
do you want to teach thrift to children? 
The Sunday School is excluded, the home 
perhaps, but the school-room by all means, 
because that is the place where outside 
influence, improvidence and indulgence 
have no place. They are there to be 
taught according to school-room stand- 
ards. Suppose we agree that they should 
be taught thrift in the schools. 

What are the fundamental principles in- 
volved in the phrase ‘School Room Stand- 
ards?” Observation shows that school 
children learn in the school-room, and not 
in the halls, stairways or play yards, and 
I suppose that is a part of the general 
subject of “Association,’ as expounded 
by Sir Francis Galton, the eminent Pro- 
fessor of the University of London, now 
deceased. I have watched school children 
in the school-room, and there is no doubt 
that their whole expression is different 
from that exhibited when they are idly 
passing through the corridors or playing 
in the yard. Not all of them are attentive 
faces, and some are quite bored, but most 
of them are compelled to absorb by the 
very nature of their surroundings and the 
habit of associating the school-room with 
a place where they learn. At least, you 
stand a better chance of teaching any- 
thing in the school-room than you do in 
any other part of the building. It is 
humdrum, dull and uninteresting, but the 
force of routine and habit are ultimately 
predominant. 

So we learn by routine and the natural 


conclusion is that thrift must be made a 
part of the routine curriculum in order 
to be understood, digested and taken 
away for permanent use. I do not think 
that this is theory, and I am certain that 
it is the case with my own children, and 
doubtless with many, many others. You 
can easily recall when school children did 
not know the words and music of our 
national anthem, nor were they taught 
respect to the flag. Times have changed 
since, and I daresay school children have 
learned this much to better advantage 
than we ever did, simply because they have 
been taught these things in school tinder 
the routine guidance of the teacher, even 
though with the doubtful assistance of a 
tuneless piano. Do we agree again that 
thrift can be taught in exactly the same 
way? 

The school board objects, the teacher 
refuses and some very good men say that 
school children are being taught so many 
other things that they do not learn the 
three R’s. There may be a law making 
the teaching of thrift compulsory, but 
the objections are there just the same. 
At this point we must decide who is 
right, and I ask you as fair-minded per- 
sons, without any selfish motive to serve, 
whether or not the people of our country 
should be governed in their educational 
policies by what the school teacher will 
do, or by what we ourselves think is best? 
If we subscribe to the first proposition, 
it is inevitable that the school teacher 
will teach the three R’s and nothing more; 
but who owns these children, the school 
teacher or the people of our country? 
And if we own the children and pay taxes 
for their education, who has the right to 
decide what they shall do? Ladies and 
gentlemen, all of you know that the banks 
are not engaged in this work for selfish 
profit. You cannot find many bankers 
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who will truthfully admit that they have 
made money out of having the teacher 
teach thrift. If we hope to ultimately 
make a profit from this class of business 
I believe we are entitled to it because the 
many benefits of national thrift cannot 
be dealt with so lightly as to place a paltry 
profit gained ahead of our children to 
come, when considered as grown-up men 
and women who have learned to save. 

I refer you for specific details on this 
subject to the printed report before you, 
giving the judgment of the Savings Com- 
mittee on this subject. The committee 


has worked faithfully for one year as a 
body, and with equal faith as individuals 
prior to that time. They, in turn, have 
no selfish purposes to serve, but are 
anxious to see that proper guidance be 
given, in order that we may have a thrifty 
younger generation, and at the same time 
place the banks in a position where the 
economic value of school savings will 
earn a profit and become a thing of per- 
manence. We must not delay any longer, 
and we cannot afford to play with the 
matter. It is either a question that needs 


concerted action along fundamental lines 
or else we owe it to the children to aban- 
don the project in full. 

I do not claim that bankers are altru- 
istic in this plan, but I do say that they 
are Americans, with American children, 
living in America, and that we must con- 
form to the ideals and principles for 
which we stand, or else confess our fail- 
ure. Let this be a brief word to you, 
but call yourself as judge for what you 
want. If you agree with us, be determined 
to see it through. 


Industrial Savings Banking 


By JARVIS HICKS 


Secretary and Treasurer Long Island City Savings Bank, New York 


and delight that I am invited to say 

just a word on a very favorite subject 
of mine. It has been my privilege for the 
past ten years to go in and about this 
state discussing the question of industrial 
thrift. 

Industrial thrift, as I take it, is one of 
the new things that is being foisted on 
savings banks today. The school savings 
bank idea is not a young one. We have 
all listened with much pleasure and de- 
light to Mr. Howard, but it gives me very 
great pleasure also to say that the first 
school savings bank deposit that was 
taken from any scholar in any school in 
the United States of America was depos- 
ited in the Long Island City Savings 
Bank some forty years ago. I assure you 
I did not receive the deposit. 

Industrial thrift, or industrial savings 
banking, as my topic is so described, 
means simply this: In order to get it be- 
fore you definitely, I have five questions 
which have been given to me, not once, 
but a dozen times, probably a hundred 
times. 


Th is with a very great deal of pleasure 


Had to Do Something 


About seven years ago we had an in- 
stitution of approximately $7,000.000. 
We worked along casually in the facto- 
ries, and up to and within the time of the 
armistice we were working along in a 
very quiet way. We had a very peculiar 
situation to overcome. Our trustees were 
giving a great deal of careful thought to 
what might happen after the close of the 
war, or such time as its activities or hos- 
tilities would cease. Our little bank was 
busy going along in its own quiet way, 
but during the past six years, through 
industrial effort, the most promising fea- 
ture to the advancement of our bank’s 
business consisted of 10,000 vacant lots. 
We had to do something. As soon as the 
war ended we felt—with these thousands 
of new depositors whom we had received 
owing to the fact that the people had been 
earning large wages—we thought it would 
be well for us to strengthen ourselves so 
that when this chaotic time did cease and 
we started to readjust ourselves, the most 
natural thing that we could expect would 
be withdrawals, because of the fact that 
we were located in an industrial city and 
not with a dense population through 


which and by which we could get new 
business. 

It gives me very great pleasure, how- 
ever, to say that during those six years we 
increased the resources of that institution 
from seven million to twenty-five million, 
in the face of all these withdrawals and 
adverse circumstances. 


Industrial thrift. What is it? How 
do you set the thing a-going? So that 
it functions? How does it work? How 


does it fit in to the lives and activities 
of a savings bank? What are its pos- 
sibilities? In answer to the first ques- 
tion, What is industrial thrift? it is sim- 
ply carrying the gospel of salvation 
through thrift into these industries and 
factories where we have 50,000 or 60,000 
people employed instead of having them 
come to you and possibly not at all. 


Starting the Industrial Savings Plan 


How do you set the thing going? This 
is very dry. In the first place, it will be 
necessary to have the name of every 
industry in your city or locality. I would 
suggest a card system; on each card I 
would put the name of the industry and 
its address, the telephone number and the 
name of its officers, if possible. The most 
important man or woman of all with 
whom you will come in contact finally 
is the plant superintendent. If he or she 
has an individual telephone in the plant, 
get it. After your first introduction you 
will find most of your work will be with 
him or her. After that you will want a 
goodly number of calling or~ business 
cards. 

Do not make the serious mistake of put- 
ting the name of the representative of 
your bank foremost on this card. Rather 
put it in this way: “The Board of Trus- 
tees of the Watertown Savings Bank.” 
Keep the bank and the Board of Trustees 
before you and much of the hard work 
will be made very much easier by the 
fact that most of the industrial heads, 
I have found, are trustees of savings 
banks since only the very best men in any 
community can serve. 

Your representative should be a mem- 
ber of the Chamber of Commerce or 
Board of Trade so that his acquaintance- 
ship may be extended to its fullest degree. 

Just a word about the man or woman 
who represents you. In the first place, 


he or she must be possessed of salesman- 
ship. But even technical knowledge and 
salesmanship in themselves are insufficient. 
He must have a soul. His pay cannot 
be based on dollars alone, but must be 
in part at least measured by the satisfac- 
tion that the work in which he is engaged 
has a higher and more glorious purpose, 
in that it is raising the standard of man- 
kind. 

I have found in my many talks to 
these industrial employees that one of 
the strongest and best influences for good 
is to be sympathetic. Your representa- 
tive must be kind to them. He should 
inform himself as to their home life, find 
out what some of their adversities are, 
and talk along these lines with them. The 
right kind of a man can help them won- 
derfully, and gain their confidence. Get 
them to ask questions, show a kindred 
spirit, enter into their lives as far as it 
is humanly possible, and by all means, 
show them that thrift and regular saving 
is the biggest regulatory power in the 
world. Tell them what a savings bank 
is, and all about it, and how it fits into 
the lives of working men better than any 
other financial institution in the world, 
eres 


The Pay-Roll Deduction Plan 


We have used the deduction plan. By 
that I mean, where the employer deducts 
from the weekly wages. This is un- 
doubtedly the best method. But we do 
not confine ourselves to any specific plan. 
What we want is to start these people 
saving, and if our plan does not suit, we 
are quick to accept theirs, to the end 
that our ultimate idea be carried out. 


Solicitation of Savings Accounts 


Another very reasonable question is: 
“How does it fit into the life and activi- 
ties of a saving bank?” 

Up to within the past few years it 
was considered most undignified for a 
bank, and especially a savings bank, to 
enter into any form of account solicita- 
tion, and it is my humble judgment that, 
unless we savings bank men become more 
alive to the situation, much of the busi- 
ness that rightfully belongs to us will be 
found in the resources of other financial 
institutions where nothing is being left 
undone to procure this business, and 


. which defines it as 
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where the law of the land does not give 
the same degree of protection to these 
funds, as it does when they are where 
they belong, on deposit in the several 
savings banks throughout our state and 
nation. 


Possibilities of Industrial Savings 
Plan 
Another question very properly asked: 


“What are the possibilities of industrial 
savings?” To my mind, that can only be 


- answered in part, by analyzing the uses 


to which savings bank funds are gen- 
erally put. 

Let us consider for a moment some of 
the more important objects. If we men 
were to enter into an intense campaign 
of industrial savings banking, from which 
channel, yet untouched, millions—yes, bil- 
lions—of dollars are bound to flow. 

I think we all agree that the greatest 
cause for much of the underlying unrest 
—bolshevistic ideas, and the like—is due 
to lack of education, or a better under- 
standing among the peoples of the world. 

Will the savings banks grasp this op- 
portunity? 

If the cost of living is to be reduced, 
it will come only in the same proportion 
as the people will save. Let’s help them 
through industrial thrift. 

Over in Long Island City we have 
many definite cases of rent reduction 


where we have been carrying on a very 
extensive housing campaign. Rents have 
been reduced materially. This can be 
traced right back to our industrial efforts, 
from which source we received the money 
which enabled us to carry out our plans. 

It is the earnest belief of the Board 
of Trustees of our bank that we have 
assisted to a higher citizenship over 20,000 
persons in the past six or seven years, 
since that number of people have opened 
accounts in our bank, which is largely 
attributed to our industrial thrift and 
banking campaign. The work seems to 
show from every angle. 

It is our further contention that the 
man or woman who becomes the proud 
possessor of a United States government 
bond or the pass book of any savings 
bank, or deed to property in this great 
country of ours, has made the greatest 
stride in the elevation of his patriotism. 

I have called your attention to a few 
of the possibilities which may be ap- 
proached through industrial thrift, 
through the medium of a savings bank, 
such as: educational advantages, reli- 
gious advancement, highways, water sup- 
ply, sewers and disposal plants, tunnels, 
parks, fire protection, reducing cost of 
living, reducing rents, higher citizenship, 
more intense patriotism. 

Think what the savings banks have done 
in one single item of $925,000,000 in rail- 
road bonds, to extend transportation facil- 


ities and its contribution toward the in- 
dustrial development of our nation as a 
whole. There is no end to industrial 
savings possibilities. 

But leave to the last the greatest of all 
these. The religion of the world is in- 
spired with natural growth. Not only is 
it the cornerstone and the underlying 
strength of our institutions, but that me- 
dium of power by which we shall all be 
measured, as to what use we have made 
of time and opportunity. It has to do 
with the highest and noblest quality in 
man’s possession. 

Up to this time, all to which I have 
referred has been accomplished through 
the voluntary act of a depositing public. 

What may we expect from a body of 
men as are here assembled, set to work 
intensively, either going or causing some 
one to go, into every industry of our 
country, backed by thousands of the very 
best men in our land—I refer to the 
boards of trustees of the several savings 
banks, 

Gentlemen, in my humble judgment no 
living man has the power of mind to 
estimate, even in part, what industrial 
thrift and savings banking possibilities 
are. Let us wax strong and go forth and 
take our rightful position in the world of 
things. Industrial thrift means oppor- 
tunity. Industrial thrift means work, my 
fellow bankers. Are you ready to accept 
your share? I believe vou are. 


Savings Bank Advertising 


By VICTOR A. LERSNER 


President Savings Banks Association of the State of New York; Comptroller Williamsburg Savings Bank of Brooklyn 


those who have preceded me, will 
9 ask your indulgence while I read 
what I wish to bring before you. 


To ask me to discuss bank advertising 
is only to take advantage of my deep in- 
terest in the subject, and, at the same 
time, expose my limitation of knowledge 
thereof. 


When we think of' the term advertising 
we at once find our thoughts running to- 
wards publications, and particularly news- 
papers. While such methods are of un- 
questionable value in their own way, they 
are and can be only a part of the whole, 
if we will interpret advertising in its 


I IN common with at least some of 


_broad meaning and full application to our 


banks’ advantage. To do this we must 
consider advertising in its dictionary sense, 
“making known by 
public notice—to commend to the public.” 


Exactly What is Offered 


To offer a viewpoint of the substance 
of advertising is to describe it as some- 
thing that purposes to create an impres- 
sion on those to whom it is directed and 
the degree to which it accomplishes this 
basic idea determines its elemental merit. 
But the principle has only been partially 
established unless the impression is 


capable of effecting action and it is 


through the combination of the elements, 
impression and action, that the intent of 
advertising becomes a reality. When this 
action is obtained it is imperative to both 


retain and extend it by seeing that the ad- 
vertised article is exactly what was of- 
fered, and the item in our case being 
service, we must provide the personal 
equation that answers to its dispensing. 

I feel that any and all printed and dis- 
play efforts and effects will only be a 
fractional accomplishment of advertising 
purposes unless generously supplemented 
by human quantities, who, by their con- 
duct of our banking machinery, will be 
actual advertising mortals, and it can only 
be through a coordination of the animate 
and inanimate factors that we can sensi- 
bly expect to obtain an effective adver- 
tising result. 


According to Merit 


The field of printed advertising is limit- 
less, as all bank men know, but my per- 
sonal estimate of the relative merits of 
the most common forms in this Division 
is something after the following order: 
Pamphlets and their many varieties, bill- 
boards, newspapers, calendars, blotters 
and magazines; the order of selection 
being based on the most advantageous 
means of putting a message before the 
public. While I give full recognition to 
the publicity man and copywriter, their 
calling, after all, while a dignified pro- 
fession, is not a science—a statement 
readily proved by submitting the same 
matter to a number of these accomplished 
persons with their unvarying exception. to 
such details as are expressed in their dia- 
lect of “lay-out, white space, number ot 


words, position, type face, illustration, 
margins, borders, etc., etc.” 

But anyone seeking to secure the most 
serviceable advertising cannot ignore any 
of these recognized items of design and 
it is only by their competent employment 
that we distinguish the effective from the 
primitive and the professional from the 
novice. 

I cannot resist giving my estimate of 
the most proficient kind of bank adver- 
tisers by declaring in favor of men 
trained in bank work who supplement this 
experience with diligent advertising study. 
Concededly this combination of ideals is 
not readily secured, but it is well worth 
striving for. However adaptable a gen- 
eral advertising expert may be, he cannot 
interpret the meaning of a bank’s needs, 
nor grasp the true psychology of the pub- 
lic to a degree equal to the aforesaid 
sort of bank-trained man. He is the one 
blest with the means of putting the mes- 
sage over, which concededly is the sin 
qua non of the entire question. 


Judged by Our Deeds 


Leaving the printed for the personal 
element, I submit the primary thought that 
the most consummate order of printed 
methods can only be conserved to the ex- 
tent to which our banks are becomingly 
conducted by all those who come into 
immediate contact with the public, for we 
cannot expect to escape the influences and 
results of being judged and measured by 
our deeds, rather than by our words. 


358 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


November, 1922 


One factor in our common plan of 
operation which stands out as a conspicu- 
ous example of my contention is, the new 
account teller, because of his being at the 
junction point of the depositor’s initial 
touch with the bank, and here we venture 
all of that valuable asset that concerns 
itself with first impressions. Too many 
of us know the extent of our internal 
weakness in this respect, but various con- 
siderations deter us from effecting cura- 
tive methods. The prime cause seems 
to me to be the too prevalent considera- 
tion of seniority with a corresponding 
neglect for merit and the force of this 
faulty practice only comes to us when 
changed conditions and new influences 
cause us to seriously seek advertising, 
whether it be as a means of counter- 
acting adverse and contending forces or 
to something that is responsive to a 
change in bank management or adminis- 
trative direction. 


Favor Advertising 


Bringing the subject back to the defini- 
tion as meaning, “to commend to the pub- 
lic,” it would seem that savings banks 
have both a right and a duty to favor 
advertising if they are to: fulfill their 
true mission as ‘protagonists of thrift. 
Any agency that has real advertising 
value, should be made a part of savings 
bank development. Not the least of re- 
cent extensions in this respect is the work 
being done by the Women’s Department, 
under such titles as “Home Service,” 
“Home Economics,” “Personal Service 
Departments.” This new function has 
provided the facility for giving a real 
human character to our banks, a some- 
thing that has been regrettably absent 
in our affairs, and many of us see ‘a 
great usefulness in these departments, in 
that they furnish the necessary answer 
to so many of our previous unsatisfied 
needs. 

I plead to being a radical on the broad 
subject of advertising, but feel that few, 
if any of us, have begun to invest in 
the infinite opportunities that merely need 
our intelligent cultivation to make them 
mutually profitable to the public and our 
institutions. 


Dollars for Seed 


Some one has recently published the 
result of a study as to the consensus of 
relative advertising value of the general 
and human elements which shows about 
a 50-50 per cent. decision. This verdict 
may run true to actual conditions and 
would seem to prove how slight has been 
our attention to the personal portion of 
our ambition to develop our banks. It 
seems to be a human characteristic to 
conclude that we must seek external ways 
for the realization of our wants, rather 
than believe they are internal problems— 
analyzing our own immediate conditions 
seems less attractive than accepting some 
prepared plan that is promised to fit every 
situation. Envying the greenness of our 
neighbor’s grass leads to spending dollars 
for new seed rather than dimes for more 
sprinkling. 

How many of us have ever compared 
the number of hours we extend to inter- 
esting salesmen offering wares of un- 


known usefulness and that which we ex- 
pend in trying to discover the golden nug- 
gets and uncut diamonds among our em- 
ployees? Could we not with great profit 
measure the comparative investment value 
of money now spent for general adver- 
tising material and what some part of 
that sum would return to us if devoted 
to increased salaries and sustained by a 
free spirit of encouragement and cordial 
suggestion to the members of our work- 
ing force? 

In building an ideal bank, I would con- 
struct it with human integers who would 
so glory in their bank and work that 
they would be active agencies for devel- 
oping their institution during time that 
would not only include every minute in 
the bank but many hours outside the 
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President of Columbia University 


banking room. Give me a force of bank 
rooters who had substantial reason for 
respecting, as distinguished from roast- 
mg, their superiors, and I would be con- 
tent. with this, if I were only allowed 
one of two quantities. 

Not to be false in my logic or reason- 
ing, I repeat my allegiance to advertising 
in its freest interpretation, but summarize 
my meaning in stating it should be a 
proper admixture of judicious outside 
ingredients and one that consisted of a 
human portion which so respected their 
work by reason of sympathy and example 
of those in official position that they 
would at all times be nimble salesmen of 
their bank through courtesy and capabil- 
ity, and thus not leave the marketing of 
inherent virtues to outsiders. 


(Dr, Butler’s Address appears on following page.) 
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Thrift and Thriftlessness 


T is a great privilege and pleasure for 
me as a New Yorker to share in the 
welcome which has been offered not 
only by the bankers of this community 
but by its citizenship and by its press, to 
this very representative company of visi- 
tors from all over the United States. 
You in particular are, by reason of 
your relation to the business of banking, 
by reason of your character and skill, 
directly the trustees for the savings of 
tens of millions of Americans, and it goes 
without saying that because of that fact 
you carry a very heavy load of obliga- 
tion and responsibility in this country. 
When your President and Secretary did 
me the honor to ask me to speak here for 
a little time this afternoon—and I am 
going to give you a practical example of 
thrift—an examination of our program 
indicated that it might be worth while 
and perhaps appropriate to say something 
about the larger aspects of thrift and 
thriftlessness and their significance in the 
life of the American people just now. 


Wilkins Micawber 


So far as “Thrift and Thriftlessness” 
is concerned, we need go no further than 
the pages of Charles Dickens for the 
classic example. In his novel David Cop- 
perfield, he created the wholly inimitable 
character of Wilkins Micawber, and the 
story of Wilkins Micawber is the story, 
more eloquent than any that I could tell, 
of the difference between thrift and 
thriftlessness and what happens when one 
is substituted for the other. 

You remember that Micawber in of- 
fering counsel to the young Copperfield 
said with that grandiloquence that was 
characteristic of him: “Annual income 20 
pounds; annual expenditure 19/6; result 
happiness. Annual income 20 pounds, an- 
nual expenditure 20/6, result misery. The 
blossom is blighted, the leaf is faded and 
the God of day sets upon the horrid and 
dismal scene and you are floored forever 
as I am.” 


A Perfect Picture 


It would not be easy to improve upon 
Mr. Macawber’s picture of what happens 
when thriftlessness is substituted for 
thrift. In preparing myself to speak to 
you this afternoon, I had occasion to look 
into some of the recent statistics of our 
nation, and I confess to have been very 
much surprised to find how thrifty are 
our people in the way of money, when 
contrasted with their thriftlessness in so 
many other ways, and what I wish par- 
ticularly to point out is the necessity at 
your hands and with your cooperation of 
carrying the lesson of thrift in respect 
to matters of money, out into the larger 
area of thrift in the conduct of our poli- 
tical institutions, the instruments of 
civilization. 


Thrift Data 


It astounded me to discover that there 
are 40,000,000 holders of life insurance 
policies in the United States. I knew 


_ the number was very large but I was not 
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prepared, perhaps you were not, for so 
huge a figure as forty million. 

Now, after making all allowance for 
those who carry more than one policy, 
it is perfectly evident that an astonishing 
proportion of our adult population is 
sufficiently thrifty to take that much 
thought for the future. We are paying 
in this country three billion dollars a 
year in premiums for insurance of one 
kind or another, and more than half of 
that is paid in premiums for policies of 
life insurance, 

That would indicate that substantially 
our whole adult population had been gath- 
ered into the net of thrift, had been led 
to take thought of tomorrow, of the needs 
of a dependent family, for the education 
of children, for the day of illness and pos- 
sible dependence, and for the thousand 
and one happenings of an unfortunate 
kind that may come to us in this life. 

But that is not all. Your own secre- 
tary says, producing the very latest 
statistics on the subject, that one-half of 
all the deposits in banks and trust com- 
panies in the United States are savings 
deposits, and that their amount is over 
$16,500,000,000, distributed among over 
26,000,000 accounts. Why, those figures 
are perfectly appalling. They were in- 
conceivable a generation ago or two gen- 
erations ago. Of course, probably there is 
almost complete duplication between the 
26,000,000 and more who have savings 
accounts, and the 40,000,000 who have 
life insurance policies, but it only indi- 
cates that the habit of thrift has gained a 
very strong hold on our American popu- 
lation. 


Examples of Thriftlessness 


On the other hand, do you realize how 
careless we are of many human values, 
particularly how shockingly careless we 
are of human life? In San Francisco the 
other day I listened at the meeting of the 
American Bar Association to the reading 
of the report of the Committee on the 
Enforcement of the Law, and they stated 
in that report that there were some 9,000 
illegal killings a year in the United States, 
murders—three, four and five times as 
many in proportion to the population as is 
the case for instance in Canada, separated 
from us only by an imaginary line. 

Do you realize that in the United States 
there is one death from accident every six 
minutes night and day? The population 
of a city of considerable size, somewhere 
between 75,000 and 80,000, wiped out in 
the United States every year by acci- 
dent! Very many of which accidents 
are preventable by the same kind of 
forethought and the same kind of fore- 
sight that has led to this stupendous de- 
velopment of life insurance and of sav- 
ings banks accounts. 

Life insurance is growing eight times 
as fast as the population. Can that be 
said of any of the applications of thrift 
in the other fields to which I refer? 

We are singularly wasteful of human 
values of every sort. We take pains to 
gather together wherever we can the re- 


sults of past experience of human en- 
deavor, of human experiment, of human 
undertaking. We collect great museums ; 
we build huge libraries and we bring into 
them great aggregations of learning 
which tell us the story of human experi- 
ment, human success and human failure, 
human attempt to solve these problems 
by which our age, our generation is con- 
fronted. 

How much use to we make of them? 
You and I are constantly solicited to try 
all over again social, economic and poli- 
tical experiments that have been discred- 
ited for from 500 to 2,000 years. That is 
not thrift; that is thriftlessness. 


Thriftless Social Experiments 


When we are told that after all that 
has happened in the development of free 
institutions, in the building of civil lib- 
erty and its protections, in the institu- 
tion of private property, in the judicial 
protection under our constitution of public 
law and private rights, when after all 
that we are told that this means nothing. 
that we must begin again, that we must 
put the majority in the place from which 
our fathers dispossessed the tyrant, that 
we must shackle ourselves so that liberty 
shall not be permitted to exert itself to 
develop capacity and to gain property, 
when we are told that we must throw 
down and attack the courts and the 
judicial protection of public law and pri- 
vate rights, then, Mr. President, I say 
that you might just as well pour your 
millions and hundreds of millions of sav- 
ings in the sea. 

What use, what possible use will it be 
for us to pile up life insurance, to pile up 
savings banks deposits, and to go the way 
of Russia? What possible use, what pro- 
tection can be had from thrift in one 
narrow and restricted field, however im- 
portant, if we have no care for those 
great achievements which represent the 
thrift of those who went before us? 

If there had not been men rich in ideas, 
strong in character, fearless in courage, 
intrepid in zeal, it ‘would not have been 
possible for you to maintain the institu- 
tions which you conduct or for these tens 
of millions of Americans to lean upon 
them as sources of strength and depend- 
ence in respect of material things. 

It is a profound truth and no rhetorical 
figure that unless we are sparing and 
thrifty in respect of intellectual and social 
and political values, we shall have no op- 
portunity in the long run to use the re- 
sults of our thrift in the field of material 
things. 


The Attack on Private Property 


We need a great stirring of the spirit 
on the part of the men of affairs of the 
United States. There is no sadder sight 
than to see antagonism growing in a 
democratic society, taking on the form 
of class consciousness and class hatred, 
antagonism growing between those who 
have a little more and those who have a 
little less. 

Only a few weeks ago when some of 


360 


our industrial disputes were at their 
height, I listened on the Pacific Coast to 
an impassioned attack upon the million- 
aires who own the railways. That set 
me to thinking and I wondered who they 
were, and then I realized that instead 
of the millionaires owning the railways, 
the ownership of the railroads as repre- 
sented by their bonded indebtedness and 
far the larger portion of their stock is- 
sues is in the hands of the holders of 
these life insurance policies, the depositors 
in the banks and trust companies, these 
millions of Americans who by their thrift 
have saved of their material wealth and 
have entrusted it to men of capacity and 
character to care for and invest. 

Why we have at this moment a public 
ownership of the railways of a truly 
American kind that is unprecedented in 
the history of the world in respect to any 
great enterprise or any great public util- 
ity. 

Millions and millions of Americans 
own the railways with their savings, here 
a little and there a little. When those 
who have not thought attempt to array 
class against class, we find they have 
completely overlooked one of the ruling 
elements in this problem. 


Thrift to Solve Industrial Problem 


One other point. I have long felt and 
have often said that thrift offered the 
one certain solution of our fundamental 
industrial problem. 

I mean this. Before what is called the 
industrial revolution took place, that is 
before the development of steam and 
electricity and the growth of the fac- 
tory system and the concentration in great 
cities of large numbers of wage workers 
—all that is only 125 years old or less— 
before that took place the relation of the 
workman to his job was one that was so 
personal and so direct that he was able 
to take an interest in it and to regard it 
as his. He could have joy in the job as a 
finished product of his hands, whether he 
made it at home, whether he made it at 
the guild center, or whether he made it 
in a little group. 
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Then came the great factory system, 
the division of labor, the separation of 
functions as in the printing of cottons, 
or the making of shoes, and the work- 
man found himself brought simply to the 
constant repetition, many hundreds and 
thousands of times, of one mechanical 
and uninteresting act. He naturally be- 
gan to think much more about getting 
free from that than about completing it. 
He naturally looked upon that as an 
alien undertaking to which he had no per- 
sonal relation; he could not point to a 
finished pair of shoes or a finished bolt 
of cotton and say: “I did this.” He could 
only look upon a thousand boxes as they 
went out from the factory and say: “I 
put on the heels,’ or “I put on the red 
part of the pattern.” 

The consequence is that as the man be- 
came alienated from interest in his job, 
he became alienated from everybody re- 
lated to what is at the bottom a coopera- 
tive undertaking. Jf we are going to 
lessen the sharp incidents of the indus- 
trial problem and its danger, we have got 
to get back to the wage worker’s joy in 
his job, to make him proud, happy and 
satisfied when it is well done, because 
he has done it. And we have got to sub- 
stitute for the rather crude and mechani- 
cal notion of employer and employed, or 
the still cruder and more mechanical no- 
tion of capital spelled with a large C, and 
labor, spelled with a large L, we have 
got to get back the notion of industry 
as a cooperative enterprise between 
human beings—men and women with 
blood, with hearts, with souls, with am- 
bitions, with needs, not mere parts of a 
machine, but cooperating together in the 
production of that which is. the end of 
an industry. 

We must regard industry as a cooper- 
ative undertaking between those who 
work with their heads, those who work 
with their hands and those who work 
with their savings, and the sooner we 
can by thrift make the man who works 
with his hands also a man who works 
with his savings, the sooner we will get 
back to joy in the job. 

There should be no more inviting and 
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no more useful place for the man who 
works with his hands to put the results 
of his thrift than the enterprise in which 
he is a cooperating agent. That is be- 
ginning. It is beginning in some large 
corporations. It ought to spread, and I 
hope it will spread, to many smaller ones 
of a different type, but believe me, gentle- 
men, until thrift is made the bridge to 
enable what is now labor to become capi- 
tal, to destroy the essential difference 
between the two, and to destroy the joy 
in the job—because the wage worker feels 
that it is his, he has some control over it, 
some part in it, and can identify himself 
in relationship to it—until we do that, 
we shall be guilty of thriftlessness in one 
of the largest and most far-reaching un- 
dertakings. of modern society. 

You cannot, you dare not permit pres- 
ent conditions in England, in France, in 
Italy and in the United States indefinitely 
to continue. It would be sheer stupidity 
for us to do so, to say nothing of the 
thriftlessness, the waste, the extrava- 
gance on a huge scale that that would 
exhibit. It is necessary, and you sitting 
here in this room today are in positions 
of strategic importance to guide and in- 
fluence public opinion in these respects. 
It is necessary to get that ocnception of 
thrift and thriftlessness which does not 
confine it to monetary savings or to in- 
surance, but which will use those as 
models or types for its application to the 
large field of ideas, of political institu- 
tions, or social and of industrial en- 
deavor. 

That is the message which I have had 
it in my heart to speak before this great 
body of men of affairs this afternoon. I 
have wanted, if I could, to lead you to 
think of the larger implications of your 
own business, of the enormous social and 
political industrial importance of the 
principles that underlie the institutions in 
whose prosperous conduct you are en- 
gaged, and now as a result of my thrift, 
I have in my possession something which 
very few New Yorkers ever have—I 
have forty-five minutes of spare time 
which I present to this audience with my 
compliments. 


Underwood & Underwood 


by ies 


Branches, Farm Finance, State Bank Problems 


RANCH banking, farm finarice, 
B cooperative marketing, par collec- 

tions, and practical problems in 

state banking were the features 
of the sixth annual meeting of the State 
Bank Division of the American Bankers 
Association, held at the Hotel Commo- 
dore in New York Monday afternoon, 
October 2. 


Branch Banking 


The subject of branch banking was 
brought forth in the address of Presi- 
dent Rudolf S. Hecht and in the report 
of the Federal Legislative Committee. 
Mr. Hecht spoke on the subject as fol- 
lows: 

At the convention in Los Angeles last 
year our Division went on record as being 
opposed to branch banking in any form. 
In the meantime this problem has as- 
sumed nation-wide interest due to the 
recent efforts to expand the branch bank- 
ing system on a rather large scale in 
some of the Middle Western States. 

It goes without saying that none of 
us want to see our independent banking 
system put in any jeopardy but, with the 
exception of one or two states, there 
probably is no real justification for the 
fear of some of our banks that their 
autonomy and independence are in any 
danger and that we are threatened with 
any sort of monopolistic control. 

We should not permit the issue to 
become unduly confused, for there is all 
the difference in the world between the 
unrestricted expansion of branch banks 
on the English and Canadian principle 
and the permission to operate several of- 
fices within the same municipality in 
which the principal office is located. The 
one really does carry with it the danger 
of too much concentration of power in 
the hands of the few. The other is 
usually merely a convenience to the pub- 
lic—the bringing of the bank to the people. 
After all is said and done, the real place 
to make a fight against the extension of 
the branch banking system is at the state 
conventions and the sessions of state legis- 
latures because nothing that we can do 
at this meeting can change the laws of 
those of the states which permit banks to 
operate more than one business office. 

There is, however, one aspect of the 
case in which all of us have a very direct 
interest, and that is that we should insist 
that the Federal government absolutely 
prohibit national banks from invading the 
territory of state banks with “additional 
offices” or branches in states where the 
state law denies the same privilege to 
state banks. We believe that it would 
be quite unfair to permit banks chartered 
under the Federal law to compete with 
state chartered institutions on such un- 
equal terms and the members of our 
Division should protest most emphatically 


against any interpretation of the law 
which would make possible such competi- 
tion in the states where our own mem- 
bers are denied the same privilege. 

On the other hand we see no occasion 
for any undue heat and bitterness in the 
discussion of this subject nor is there 
any good reason why this question should 
be permitted to split the American Bank- 
ers Association into two hostile camps. 
It would appear that the proper course 
to pursue is to reiterate in no uncertain 
language that our Division is opposed to 
any development of the branch banking 
system on the English or Canadian prin- 
ciple, especially as in passing such a reso- 
lution we will but confirm the action taken 
by the Kansas City Convention of the 
American Bankers Association in 1916, 
and we believe, moreover, that the vast 
majority of the membership of all the 
Divisions of the Association in attend- 
ance at this convention will favor the 
passing of such a resolution. 


Federal Legislative Committee 


The report of the Federal Legislative 
Committee, consisting of Guy E. Bower- 
man, chairman, E. D. Huxford, Grant 
McPherrin, M. H. Malott and W. P. 
Sharer, was read by the deputy manager 
in the absence of the chairman. It re- 
viewed the activities of the past year and 
concluded as follows: 

I approach, with some hesitation, the 
question of branch banking, although it 
was discussed at the Chicago meeting, 
where there was an absence of complete 
harmony of thought, but, after all, no 
such divergence of opinion as to prevent 
an amicable agreement. 

No members of the committee present 
have been in the past, are at this time, or 
expect to be in the future, advocates of 
branch banking as an integral part of our 
great financial system. At the same time 
we all acknowledge, I think, that we are 
confronted by a fact and not a theory. 
We recognize that branch banking has 
arrived. We recognize that ten or twelve 
states either allow or authorize state 
chartered institutions to engage in branch 
banking, and, such being the case, we 
believe there should be no discrimination 
against national banks in those states. 
The spirit of justice and right, the spirit 
of fair play, and the American spirit of 
equal opportunity make no other attitude 
tenable. 

But this committee, and this Division, 
stand unanimously for the protection and 
wellbeing of that great body of Ameri- 
can citizens designated as the “Small 
Town Banker,” who must abandon his 
chosen profession and seek other means 
of livelihood if branch banking is not in 
some way limited. 

The question now is not, “Shall we 
have branch banking?” but, rather, 
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“What shall we do with branch bank- 
ing?” It isn’t “going to arrive.” It’s 
here, and those who do not look this fact 
squarely in the face are, I think, stand- 
ing in their own light. 

There will be no attempt, in this report, 
to discuss the merits or demerits of this 
mooted question. The American Bankers 
Association is on record as being opposed 
to branch banking. This Division has 
taken a very positive stand against it, 
and yet the practice grows rapidly and 
is gaining ground almost daily. It has 
ceased to be a matter of ethics, resolu- 
tions or recommendations, and has re- 
solved itself into a matter of Federal and 
state legislation—state legislation, in fact, 
almost exclusively, and this rests largely 
with the bankers in their respective states. 

If you do not want branch banking in 
your state, since you are alive to the 
probabilities of the situation, you should 
use your best efforts to prevent the enact- 
ment of legislation which makes it pos- 
sible. If the present laws are unsatis- 
factory, endeavor to correct them by 
elimination or amendment. 

Both this Association and this Division 
are bound by resolution in general con- 
vention and will, I am positive, use all 
honorable means to protect the interests 
of the unit banker who constitutes such 
a majority of its membership, but, as I 
see it, the future expansion of branch 
banking or its regulation and control rests 
with the bankers themselves in their re- 
spective states. 

Personally, I have two well-established 
convictions; the first of which is that it 
is supremely selfish and unworthy of us 
and just bordering on cowardice to deny 
national banks the privilege which their 
competitors, the state banks, enjoy; sec- 
ond, that just ordinary business prudence 
and foresight as well as our own protec- 
tion in the future prompt us to direct our 
effort towards circumscribing branch 
banking to cities of one hundred thousand 
population or more and limit them to 
this field. 

Again, I feel sure that the city banker, 
in his espousal of branch banking, does 
not seek to monopolize the banking busi- 
ness of the country, but is actuated by 
the sincere desire to more effectually serve 
his community, and if we will aid, or at 
least not oppose, this worthy ambition, 
I have sufficient confidence in the fair- 
mindedness of this class of bankers to 
believe that they will respect our wishes 
in return and leave undisturbed the field 
now occupied by the smaller banks. 

Mr. Scupper (Passaic, N. J.) : I move 
that we strike out all that part of this 
report which refers to the personal opin- 
ion of Chairman Bowerman. While the 
chairman of the Federal Legislative Com- 
mittee states that branch banking has ar- 
rived, he does so only as to the twelve 
states which have adopted branch banking. 
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Branch banking may have arrived in the 
twelve states he refers to, and his recom- 
mendation is excellent which says that 
if the present laws are unsatisfactory, 
we should endeavor to correct them_by 
elimination or amendment. That is fine. 
I echo that sentiment, but he winds up 
his report by practically recommending 
that we adopt in principle the branch 
banking for all the states to the extent 
of cities having 100,000 population or 
more. This he frankly admits is a per- 
sonal proposition, a personal suggestion 
on his part and has nothing to do, it seems 
to me, with the thought which comes be- 
fore us as a convention for adoption. I 
trust I will have a second to my motion 
that all of that portion of his report 
which begins, “Personally I have two 
well-established convictions” to the end 
of the report, be stricken out. 

Preswent Hecut: Gentlemen, may I 
be permitted to interrupt Mr. Scudder for 
just a moment? I would like to make 
this suggestion, that there will be plenty 
of additional discussion of the branch 
banking problem before this meeting ad- 
journs. My suggestion is—of course it 
is up to you to decide what you want to 
do—to let all of the reports be read and 
filed, not approved, and that leaves open 
all these matters for future discussion. I 
am afraid that unless we do do that, our 
whole program will be out of joint. I 
want to assure Mr. Scudder that there 
is no desire to cut short the discussion 
on that subject, because I know from 
the program that is before us that you 
will hear a good deal more about it in the 
course of the afternoon. If that is satis- 
factory to you, Mr. Scudder, I would 
offer that suggestion. 

Mr. Scupper: Mr. Chairman, I would 
be very glad to adopt that suggestion, 
were it possible for me to be all the 
time at this meeting, but I am here away 
from my duties and I really ought to be in 
the bank right now. My cashier is away 
and I am very busy, and particularly in- 
terested in this part of the convention’s 
exercises, and it seems to me that it is 
hardly fair to postpone this, because I 
cannot be here later, and I don’t see 
why we should not take up a simple prop- 
osition of that kind that is so plain to us 
as an organization representing state 
banks, because it is as plain as the nose 
on a man’s face that the report is a report 
of the committee until it gets to the per- 
sonal equation. 

PresipENT Hecut: It is only fair to 
say, Mr. Scudder, that while Mr. Bower- 
man unfortunately used the personal pro- 
noun, that that report is signed by all of 
the members of the committee. I am not 
trying 1o cut short the discussion on 
branch banking. I only appeal to you, 
for the purpose of expediting our pro- 
gram, to let that subject come up all at 
one time instead of having partial discus- 
sions at different parts of the meeting. I 
am, however, ready to entertain a second 
to Mr. Scudder’s motion, if there is one. 
_Mr. Ratuye (Chicago): This is the 
time to consider that because we do not 
want that part to go into the report, if we 
can help it. Many of us have come away 
from busy banks where we ought to be at 
the present moment, to protect our in- 
terests. We are all here for that purpose. 


This convention has attracted great at- 
tention because it is the most momentous 
question of the day and we must protect 
ourselves in every step we take. There- 
fore, I take the privilege of seconding Mr. 
Scudder’s motion. 

PRESIDENT Hecut: You have heard 
Mr. Scudder’s motion, that the last two 
paragraphs of the report of the Federal 
Legislative Committee be stricken out and 
that the report be then received and ap- 
proved. 

The motion was carried. 

The Committee on Resolutions, consist- 
ing of C. S. McCain, Roy O. West, F. T. 
Hodgdon, Grant McPherrin and W. B. 
Wells, subsequently submitted a report 
containing the following declarations, 
which were adopted: 

“Be it resolved, that the State Bank Division 
of the American Bankers Association views 
with alarm the establishment of branch-bank- 
ing in the United States and the attempt to 
permit and legalize branch-banking: that we 
hereby express our disapproval of and opposi- 


tion to branch-banking in any form in our 
nation, 


“Resolved, that we regard branch-banking 
or the establishment of additional offices by 
banks, as detrimental to the best interests of 
the people of the United States. Branch-bank- 
ing is contrary to pee policy, and violates the 
basic principles of our government, as it con- 
centrates the credits of the nation and the 
power of money in the hands of a few.” 


Par Clearance 


PRESIDENT Hecut: As you are aware, 
the personnel of our Division’s Commit- 
tee on Exchange is almost identical with 
that of the Committee of Five of the 
American Bankers Association appointed 
to consider the same subject. It appears 
at this time as though this long drawn 
out controversy can probably be settled 
on some basis fair to all concerned just 
as soon as the two vacancies now existine 
on the Federal Reserve Board have been 
filled. We believe that the officials in 
Washington have come to realize that 
it will be far better for the Federal Re- 
serve System and for the banking fra- 
ternity at large if certain features of 
this problem be made voluntary instead 
of compulsory, and that the economic 
good which it is designed to accomplish 
can better be brought about by evolution 
than by revolution. Certain it is that a 
working agreement of this sort will go 
much further toward a permanent solu- 
tion of this problem than acrimonious 
debate, legal controversies, and even legis- 
lative enactments in some of the states. 
The next report is one of considerable 
importance and will be presented by a 
gentleman who has given a great deal 
of his time and thought to a problem 
in which a very large percentage of our 
membership has been interested for many 
years—the report of the Committee on 
Exchange by Mr. Claiborne. 

CHARLES DE B. CLarBorNE: It is not 
my purpose to abuse your good nature by 
taking all of your valuable time in a long 
discussion on the technical or academic 
side of exchange on checks. Your com- 
mittee feels that as we have discussed 
this matter at several meetings before 
this present one you should therefore be 
now prepared to act, but we likewise 
feel that we should advise you as to the 
status of the litigation. A suit was filed 
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in Atlanta, in 1920. That suit finally 
went to the Supreme Court of the United 
States. That court said: “The United 
States did not intend by that Sta- 
tute (Federal Reserve Act) to sanc- 
tion this sort of warfare upon legitimate 
creations of the states.” 

That decision was the culmination of 
an action of which we complained and 
for which we said the Federal Reserve 
Banks and Board at Washington were to 
blame. The offenses that we complained 
of existed in a number of districts. In 
the case of California, the Court said: 
“The testimony here impels me to the con- 
clusion that the Federal Reserve Bank 
has gone to the length of endeavoring to 
coerce the Brookings Bank to accede to 
its demand that the latter bank agree 
to remit at par. Its purpose is obvious, 
Ges 

The Court came to that conclusion and 
cited a telegram from the manager of 
the Portland branch to an officer of the 
Federal Reserve Bank at San Francisco, 
California, which said: “If we continue 
to accept exchange we are of course ex- 
tracting the sting from our direct col- 
lections.” 

You gentlemen know well enough what 
that means. The contention of your com- 
mittee has been for years that the purpose 
of the Federal Reserve Banks and Board 
at Washington in attempting to collect 
checks over the counter was not merely 
for the purpose of collecting the 
checks but was absolutely for the 
purpose of intimidating, annoying and 
forcing that: bank to remit at par, 
and up to the time that this letter was 
found, we did not have the positive evi- 
dence, but I believe that you gentlemen 
should be convinced of. the charges that 
we made when we offer this letter in evi- 
dence and it is confirmed by the judgment 
of a Federal Court. - 

That same court quoted the following: 
“Shortly after all the banks in the coun- 
try have had time to consider becoming 
par voluntarily, it will be necessary to 
use more forcible methods with the few 
banks that refuse to pay their checks at 
par.” In other words, our contention had 
been that it was the purpose of those 
banks to force non-member state banks 
That letter is signed by the man- 
ager of the Portland branch of the San 
Francisco bank. 

One of the letters which appeared. in 
the Atlanta suit, which shows you the 
petty and the small way that these gentle- 
men attempted to force that scheme of 
par collections over, is best evidenced by 
this letter which was signed by the 
Deputy Governor of the Atlanta Bank. 
It is as follows (this is addressed to a 
small country bank as an inducement) : 
“Tt occurs to us that in the event they 
do not agree to remit at par you would 
be interested in handling for us at par 
their items. This would probably give 
you control of the clearings on your city 
as well as the benefit of the information 
that may be derived through the handling 
of checks upon a competitive bank.” 

Now, here is a government bank that 
suggests and is guilty of this type of 
banking. I leave it to you gentlemen if 
this Association can long stand these 
kinds of methods without taking some 
action. 
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You will find besides the Atlanta case 
and the San Francisco case, the Kentucky 
case. That case has been argued and 
submitted since the month of January, 
but the judge has not as yet given us a 
decision. ‘The North Carolina case is 
now before the Supreme Court, but in 
the four districts we still have an injunc- 
tion against the Federal Reserve Bank 
against collection of checks at par on 
non-member banks. 


McFadden Bill 


Your committee is asking for certain 
legislation, not because we are uneasy 
as to the outcome in the courts, but we 
feel that if we could get the legislation 
to harmonize this entire situation, it 
would be a big assistance to the Federal 
Reserve System. 

Your Committee suggests an amend- 
ment to what is known as the McFadden 
Bill. The McFadden Bill is simply a 
bill which allows the banks to continue 
the collection of checks, but instead of 
the clause which exists in Section 13 
which says that no charge shall be made 
against the Federal Reserve, we have 
suggested an amendment which is as fol- 
lows: “Subject to conditions of the Fed- 
eral Reserve Board, any Federal Reserve 
Bank may collect any check or draft by 
sending it to the bank on which it is 
drawn and may charge to the bank from 
which such check was received, such ex- 
change or remittance charge incurred in 
the collection of such checks.” 

The balance of the amendment is the 
same as the Act. We feel that with that 
amendment it will be optional for every 
bank, member bank or non-member bank, 
to charge as it sees fit. 

We do not believe that any other solu- 
tion of this problem can be arrived at 
at the moment. We have had discussions 
with the boards, we have appeared before 
Congress. Your committee has had doz- 
ens of meetings. I have studied this 
thing in and out for two years and I 
honestly believe that this is the only hap- 
py solution of this entire matter. 

Your committee, therefore, makes the 
following report: Your committee sug- 
gests that the State Bank Division in 
convention assembled approve and en- 
dorse the McFadden Bill as amended by 
said Committee of the said State Bank 
Division. It is further recommended that 
at a general session of the American 
Bankers Association, this same bill be 
approved which has been approved by 
the State Bank Division; that a commit- 
tee be continued to further study and 
develop a collection plan in accordance 
with said McFadden Bill and that the 
necessary funds be provided therefor. 

Mr. Hearty (Chicago): Will the 
gentleman enlighten the convention, 
briefly, as to what the McFadden Bill 
provides other than what he has men- 
tioned? 

Mr. CLarBorNE: It simply provides, 
as the Act provides today, that Federal 
Reserve Banks may accept from member 
banks all checks whether on member 
banks or banks that have the facilities 
through the collection. The only differ- 
ence in this Bill is that instead of there 
being a prohibition against the Federal 
Reserve Bank making a charge as exists 


today, this will. allow any bank that 
remits to a Federal Reserve Bank to 
make the charge, but that charge is to be 
saddled back on to the depositing bank. 
That is the only change in the Act. In 
other words, the Act will remain as it is 
except the words, “But no charge shall 
be made to the Federal Reserve.” 

Mr. Hearty: It contains no reference 
to any other subject? 

ie CLAIBORNE: No other subject at 
all. 

Mr. CuHas. F, Lowe (Vermont): Is 
there any data showing the proportion 
of banks that remit at par and the pro- 
portion of banks in the United States that 
do not? 

Mr. CLarporNE: The question must 
not be misunderstood as to how many 
banks are remitting at par, and where 
it is possible for the Federal Reserve 
Bank to collect. The figures which are 
published continually, which are mislead- 
ing, are that 93 per cent. of the banks 
of the United States are remitting at par. 
That is not a fact. While it is possible 
for the Federal Reserve Banks to collect 
on 93 per cent. of the banks, the facts 
are that those banks are remitting be- 
cause all of the national banks, which 
include about 8,500 banks, are compelled 
by law. The questionnaire sent out by 
this Association, the Ameri¢an Bankers 
Association, showed that 80 per cent. of 
the national banks in the system were 
opposed to par collection. They were 
remitting because it was the law and they 
were forced to so remit. 

The state banks that are now remitting 
with very few exceptions are remitting 
because they have been forced and co- 
erced into remitting at par. That state- 
ment is justified by the fact that not 
only the questionnaire sent out by the 
American Bankers Association showed 
those figures as 80 per cent. but a ques- 
tionnaire sent out two years ago by the 
National and State Bankers Protective 
Association showed that 83 per cent. of 
the banks of the United States were 
opposed to par collection. 

Mr. Lowe: Then am I to understand 
that 93 per cent. of the state banks at this 
time do remit for collections at par? 


Collected in Various Ways 


Mr. CLarBorNE: It is possible to col- 
lect on that percentage of state banks, 
but they are collected in various ways. 
The Federal Reserve Bank for a number 
of years had agents. In the very suit 
that I cited to you the Federal Reserve 
Bank of San Francisco paid $4,000 to col- 
lect $100,000 worth of checks, which the 
bank was willing to do for $100; in 
other words, they expended $3,900 over 
the legitimate cost to collect those checks. 
They collected them. I don’t call that 
remitting at par. The percentage in- 
cluded in the 93 per cent. means just that 
kind, that the Federal Reserve Bank, 
through the American Express and 
through paid agents, have been able to 
collect on 93 per cent. of the banks. 

Mr. Lowe: What I would like to 
know is how many of the state institu- 
tions are remitting at par without adopt- 
ing the methods that you have just cited? 
Is there any data that is available that 
will give us that answer? 
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PRESIDENT HecutT: I don’t believe that 
such data is available anywhere because 
in a great many cases items on state banks 
are undoubtedly collected through na- 
tional banks who are members of the 
system; in other words there may be in 
one city two state banks and one national 
bank. Those two state banks would prob- 
ably be on the par list because the one 
national bank would be able to clear the 
items. So I don’t believe that any one 
will be able to give you a specific answer 
to that question. 


Unavailable Information 


Mr. CLAIBORNE: There is one agency 
that would be able to furnish the infor- 
mation; that is the Federal Reserve 
Board, but that information. would be 
absolutely useless to this convention from 
the fact that I tell you that is beyond 
denial—the Federal Reserve Board them- 
selves can not deny it, nor any Federal 
Reserve Bank—that if you have today 
a number of state banks, it is because 
they have been forced to that position. 
In other words, admitting the fact that 
you did have 93 per cent. that were 
remitting through the mails, it would not 
mean anything to this convention because 
if you ask those gentlemen (and we have 
replies given over their own signature), 
who are 80 per cent. of that 93 per cent., 
they will tell you that they are doing 
so because they have to. Therefore, 
what good would the evidence be if we 
had it? 

Mr. Lowe: If I may just ask one 
more question—is there not, and has 
there not been an attempt on the part 
of the Federal Reserve to ask for co- 
operation in the collection of items by the 
state banks with the further understand- 
ing that a certain amount of collection 
shall be done for them through the Fed- 
eral Reserve System free of cost? Is 
there not now something of that nature? 
And if there is, what I would like to 
know is how many of the banks have 
gone into that sort of an agreement with 
the Federal Reserve System? 

PreswwENT Hecut: I do not believe 
that statistics are available here because 
they are Federal Reserve statistics. 

Mr. Lowe: Why does not that have a 
vital importance on the subject matter 
that we are asked to consider ? 

PRESIDENT HecutT: I, of course, believe 
that that committee has given about as 
much data as it would be practical to pre- 
sent to this convention, but I think Mr. 
Claiborne has made it perfectly clear that 
the question of what the state bank mem- 
bers really want to do will be better ex- 
pressed by a vote that we will take at this 
meeting than it will be by the percentages 
which you have been told about for the 
reason that one of them will be a volun- 
tary expression of their views and the 
other may or may not be. I am not 
taking sides in that question at all, but I 
think that really the question can be voted 
upon here without awaiting such infor- 
mation as you are now asking for, and 
which is simply not available. 

Mr. Lowe: I do not want to be mis- 
understood, Mr. President. I am _ not 


‘attempting to debate this question. I 


merely asked for information. I happen 
to come from a section of the country 
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where it has been the practice and is the 
practice to remit at par. : 

Mr. McCain (Little Rock): I think 
the adoption of this report means a step 
backwards. I come from a state, the 
state of Arkansas, that has about 550 
banks, and prior to the Federal Reserve 
System’s operation every one of those 
banks, with very few exceptions, charged 
exchange. Today we have practically no 
opposition to par clearance. Mr. Hecht’s 
bank in New Orleans could not collect a 
check in Arkansas at less, hardly, than 
twenty-five cents a hundred exchange. If 
you give our country bankers the oppor- 
tunity today to charge again, they will be 
perfectly willing to make that charge 
again. However, they are perfectly satis- 
fied under the present operation. There 
is no discontent on their part, and I be- 
lieve that if, in states like ours where that 
practice was as prevalent as it was, it was 
worked out satisfactorily to these people 
it would be a fair example of what it is 
worth to the entire country at large. For 
that reason for us to make this optional 
now, to raise a question with every bank 
as to whether they charge or do not 
charge, is simply a step backwards in a 
financial machine that is working to the 
best interest of all the people at this 
time. For that reason I would hate to see 
this report adopted. 

Joun E. Wacner (Missouri): I think 
that is one of the best reports that I have 
ever heard. I am very anxious to see that 
report adopted. The actions of the Fed- 
eral Reserve Banks in every state in this 
Union in regard to collections have been 
the actions of coercion and oppression. 
They sent an agent with threats on his 


lips, to our little state banks in Western 
Kansas, that they would protest the checks 
of our bank if we did not remit to them 
at par. Those little banks were making 
about $600 a year out of collections, out 
of exchange charges. The bank that made 
that threat was making 179 per cent. a 
year out of the pockets of the bankers of 
the country. I am perfectly willing that 
the bankers of Arkansas shall clear every 
item on earth at par, if they want to. 
But I also ask the privilege that the 
bankers of Kansas or Missouri or any 
other state be permitted to make a rea- 
sonable charge for collections if they 
care so to do. 

PresipeENT Hecut: If the chair may 
be permitted to inject a word into this dis- 
cussion, I would like to say that the 
chairman of your Committee on Ex- 
change and the chairman of this meeting 
have often differed very much on this 
same question. I believe, however, the 
course which that committee now recom- 
mends is one of conservativeness because 
I believe the Federal Reserve Board in 
Washington itself is of the opinion that 
there are some things about this collection 
question that had better come by evolu- 
tion than by revolution. So that I do not 
believe that the report of this Committee 
on Exchange as now presented is in any 
sense radical, nor do I believe that it will 
meet with a great deal of opposition in 
Washington when they finally sit around 
the table, as I am sure they will as soon 
as the vacancies now existing on the 
Board have been filled. 

Mr. Lowe: I come from a section of 
the United States—and a little state— 
where this same charging of collection on 


items was the only discordant question 
before the state association—the Ver- 
mont State Bankers Association. It was 
confined to a very small section and we 
had some time getting the banks there to 
agree to collect their items at par—and 
they have done it. All through our sec- 
tion items are being collected at par. It 
facilitates banking. If the majority of 
the bankers of the United States are 
now remitting at par and are perfectly 
well pleased and _ satisfied with that 
method, I think it would be a serious mis- 
take to change it. 

Mr. SpRECHER: The reason I move its 
adoption is due to the principle that is in- 
volved in this discussion. We today are 
opposed to labor unions for this reason: 
They come out and say, “You cannot 
work unless you belong to the union.” 
That principle is wrong. It is un-Ameri- 
can. And the reason I make this motion 
is that we members shall have the right 
to charge if we wish to. If we do not 
want to, why then we do not need to, 
but that principle prevails in everything 
that you and I do in the United States, 
and it should prevail in this. We, in our 
small state banks in Wisconsin before this 
exchange matter came up, made very 
little. In other words, we made a rea- 
sonable charge for exchange. Today we 
are making more out of the exchange 
charge than we did then. So I have no 
axe to grind, but my idea in making this 
motion was merely because I am opposed 
to the principle that the Federal Reserve 
Board is trying to stuff down our necks. 

The report made by Mr. Claiborne was 
adopted. 


Address of the President 


By RUDOLE Ss] HECHT 


President Hibernia Bank & Trust Co., New Orleans 


The address of Mr. Hecht as president 
of the State Bank Division may best be 
described as charactertistic. He exer- 
cised the right to express his own opinions 
and accorded the same right to others. 
In addition to discussing the questions 
of “Branch Banking” and “Par Clear- 
ance,” reported elsewhere, President 
Hecht said that the State Bank Division 
now has a voting membership of approxi- 
mately 12,000 banks, most of which are 
located in rural communities, and stated 
that naturally the activities of the Divi- 
sion during the past year, as in previous 
years, had been devoted largely to agri- 
cultural questions in which country banks 
are particularly interested. President 
Hecht commended the work of the dif- 
ferent Division committees and spoke as 
follows on matters of particular interest 
not only to bankers but to the public: 


Agricultural Credits 


The farmers, like most other producers, 
have gone through a most difficult period 


of readjustment and it cannot be denied . 


that the lack of proper credit facilities 
made their problem all the more serious 
during the past two or three years. The 


Federal land banks, the rapidly increasing 
number of joint stock land banks and the 
War Finance Corporation have all helped 
to give the farmer relief, wherever pos- 
sible, and each one of these agencies has 
fulfilled its function in a most satisfac- 
tory manner. 

Nevertheless, there remains a _ very 
strong sentiment throughout the country 
that something is still lacking in our 
credit system to take care of the so-called 
“intermediary” credit which the nature 
of the farmer’s business seems to require. 
It is argued, and properly so, that the 
“turnover” of farm products takes some- 
what longer than the turnover in manu- 
facturing or commercial enterprises and 
that special machinery should, therefore, 
be provided to take care of the farmer’s 
needs. 


Danger in Easy Credit 


While freely recognizing the importance 
and necessity of giving careful attention 
to these needs, we frankly believe that it 
is just as dangerous for the farmer to 
make it too easy for him to borrow money 
as it is to deny him adequate credit facili- 
ties for the production and orderly mar- 


keting of his crops. Already we have 
numerous proposals from perfectly well- 
intentioned friends of the farmer, calling 
for further legislation and for new gov- 
ernmental agencies to alleviate the suf- 
ferings of our agricultural sections. Your 
chairman does not believe that any of 
the bills heretofore proposed will prove a 
sound and permanent solution of the agri- 
cultural credit problem. 


No praise could be too great for the 
wonderful work accomplished by the War 
Finance Corporation under the courageous 
and farsighted leadership of its managing 
director, Eugene Meyer, Jr., during the 
past year or more. But credit conditions 
have changed completely during the past 
year and it is high time that the govern- 
ment get out of the banking and every 
other business and thus live up to the 
slogan used so frequently during the last 
campaign, i.e., “more business in govern- 
ment and less government in business.” 

The economic disturbances resulting 
from the abnormal conditions of the past 
few years are rapidly being adjusted and 
the great improvement in the country’s 
financial condition will automatically 
solve most of the farmer’s problems. 
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Let us be very slow, therefore, in giv- 
ing the official indorsement of our Asso- 
ciation to any of the bills now pending 
in Congress, for surely there is no legis- 
lative panacea for all of the farmer’s ills, 
any more than we can hope to cure the 
economic disruptions in other lines by the 
mere passage of more laws. 


More Elasticity 


The one way in which we can, perhaps, 
give some relief through existing agencies 
would be to make the regulations of the 
Federal Reserve Banks slightly more elas- 
tic than they are at present. We appre- 
ciate the necessity for keeping the assets 
of the Federal Reserve Bank as liquid 
as possible, but we do not believe that any 
serious harm could result if such banks 
were permitted to carry a_ reasonable 
amount of agricultural paper, running for 
a period of nine months, provided such 
obligations are of a truly self-liquidating 
character, i.e, provided they are drawn 
in the early part of the planting season 
and are to be paid out of the proceeds of 
the crop when harvested. 


Federal Reserve Membership 


It is very likely that there would be a 
considerable increase in the membership 
of the Federal Reserve System if such 

a change were made. It might particu- 
Bey prove to be an inducement for the 
smaller banks to join if the law permit- 
ting banks of less than $25,000 capital to 
become eligible should become effective. 
At present less than 1,600 out of the 
11,000 state banks which have been eligible 
all along have actually joined the system; 
and under the new law there would be 
4203 more banks added to the list of state 
banks which could and might become 
members if the facilities offered proved 
sufficiently attractive to them. 


Benefit to Small Banks 


Reports of the War Finance Corpora- 
tion indicate that during the short period 
in which it has functioned 4,220 banks 
availed themselves of its rediscount facili- 
ties. Nearly all the institutions so ac- 
commodated were state banks—not mem- 
bers of the Federal Reserve System—and 
many of them too small to qualify for 
such membership under the old law. This 
is eloquent argument in favor of some 
adjustment of the rules of eligibility of 
agricultural paper, and, no doubt, this can 
be done without seriously affecting the 
liquidity or jeopardizing the soundness of 
the system. On the other hand, when it 
comes to the financing of livestock we 
are confronted with an entirely different 


problem because in that case a turnover 
of from two to three years is required. 
Paper running for such a period cannot, 
of course, *be handled by the Federal Re- 
serve System, and it is to be hoped that 
private initiative will supply some other 
kind of machinery for that purpose. 


Cooperative Marketing 


The question of cooperative marketing 
is beginning to attract a good deal of at- 
tention among farmers, business men and 
bankers. This new economic development 
impresses us as being thoroughly sound in 
principle, but its ultimate success will 
depend entirely on the business ability 
which those who are charged with its ad- 
ministration may display. The greatest 
danger is that on the advice of honest but 
mistaken leaders these marketing associ- 
ations may develop into holding corpora- 
tions, which may try to override the law 
of supply and demand and attempt to get 
an artificially high price for their product 
by withholding it from the:market when 
it is really wanted, or by unduly limiting 
production, or by other iron-clad rules. 

So long as they live up to the true ob- 
ject of their organizations, which is to 
market their products gradually as the 
demand for them will absorb them, 
nothing but good can come from their 
operation. But it behooves us as bank- 
ers to take an interest in this new eco- 
nomic movement, because its success will 
mean a great deal to the farming and 
business interests of the nation. Indeed, 
if completely successful, it would result 
in a more even distribution of business 
activity, more stable prices, less specula- 
tion and less violent fluctuation of bank 
deposits. I can: think of no worthier 
movement to attract the interest of the 
bankers. 


Public Education 


Realizing how great, in the solution 
of all our problems, is the need of edu- 
cation in fundamental principles, I wish 
to urge intelligent understanding of, and 
constructive cooperation in the splendid 
and vital plan worked out by J. H. Pue- 
licher, one of the organizers and first 
president of the State Bank Division. 
This plan is being carried out under the 
Committee on Public Education, of which 
he is chairman, and is one of the most 
important pieces of creative work in 
which the Association has ever engaged. 
Because of like services rendered during 
many years in numerous capacities for 
the Association, we, of the State Bank 
Division, who feel greatly indebted to Mr. 
Puelicher, desire this year that there shall 
be conferred upon him the highest honor 
which this Association can give. 


. 


Relations with National Banks 


Notwithstanding the fact that national 
banks have in recent years been given 
most of the privileges heretofore enjoyed 
by state banks, such as conducting trust 
and savings departments, the state-char- 
tered institutions have shown a steady 
increase in numbers and_ resources. 
There have been a good many conver- 
sions from national into state banks. In 
New Orleans only one bank remains 
doing business under national charter, in 
Cleveland only three and in most other 
large cities state-chartered institutions 
now hold the overwhelming banking 
power in their respective communities. 

But notwithstanding the fact that the 
lines of demarkation between the two 
classes of banks are becoming more and 
more obliterated since the establishment 
of the Federal Reserve System, the same 
reasons which make it highly desirable 
for the country to have a fairly evenly 
matched Democratic and ~ Republican 
party also make it advantageous to have 
two classes of institutions—one under 
Federal and the other under state juris- 
diction. Nor is there any reason why 
the friendliest relations should not al- 
ways exist between the two classes of 
banks and the two Divisions of this great 
Association which respectively represent 
the state-chartered and national institu- 
tions. 


Cooperation With State Bank 
Supervisors 


We have maintained the same cordial 
relations as heretofore with the National 
Association of State Bank Supervisors 
and have cooperated with them in the 
compilation of statistics of all state-char- 
tered banks. You are probably familiar 
by this time with the figures as pub- 
lished recently by R. N. Smith, secretary 
of that Association, but it may be worth 
while to give you the following totals: 
there are 22,302 state banks, trust com- 
panies and savings banks with total de- 
posits of $23,510,000,000, as compared 
with 8,197 national banks with total de- 
posits of $15,390,000,000. 

The National Association of State 
Bank Supervisors extended your chair- 
man the courtesy of inviting him to de- 
liver an address at their convention re- 
cently held at Detroit, and as you already 
know, we are to have the privilege of 
hearing from one of the leading members 
of. that Association this afternoon. 

Our Division is also supporting the 
efforts’ of the Supervisors’ Association 
and of the Investment Bankers Associa- 
tion to secure proper national legislation 
to prohibit the sale of fraudulent or 
worthless securities without crippling 
corporations engaged in legitimate busi- 
ness. 
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Managing Director of the War Finance Corporation 


tunate in having as a star speaker 

Eugene Meyer, Jr., managing direc- 
tor of the War Finance Corporation. In 
introducing Mr. Meyer President Hecht 
said: “I spoke a few moments ago 
about more business in government and 
less government in business. I don’t know 
any better personification of that princi- 
ple than the speaker 
who is to address 
you this afternoon. 
It has been my privi- 
lege during the last 
several years to have 
a good deal of busi- 
ness to _ transact 
with the War Fi- 
nance Corporation in 
Washington, and I 
have had occasion to 
remark many times 
that it seemed less 
like doing business 
with the government 
than anything I ever 
had to do in Wash- 
ington, because there 
was at the head of 
that corporation a 
real business man— 
farsighted, courage- 
ous and able.” 

Mr. Meyers re- 
viewed, the history 
of the War Finance 
Corporation since its 
organization under 
the Agricultural 
Credits Act of Aug- 
ust 24, 1921. 

He said: That Act 
authorized the Cor- 
poration to make 
loans for agricultural 
purposes to banking 
and financial institu- 
tions and to coopera- 
tive marketing asso- 
ciations for periods 
of not to exceed one 
year, with power to 
grant extensions or 
renewals for addi- 
tional periods not 
exceeding two years. 
It filled a gap in our 
banking machinery 
and provided a re- 
discount facility that 
was adapted to the 
peculiar needs of 
agriculture during 
the emergency. 

The Act was nationwide in its applica- 
tion and it was necessary for the Cor- 
poration to set up what amounted to 
an auxiliary banking system throughout 
the country. Leading bankers and busi- 
ness men in the various agricultural and 
livestock districts were called upon to 
serve on committees, without compensa- 
tion, to aid the Corporation in making 
its funds quickly available. By the latter 
part of October, the machinery for ad- 


“Tae State Bank Division was for- 


ministering the measure was in good 
working order, and from then on the 
Corporation approved loans in steadily 
increasing volume. During the period 
from November, 1921, to January, 1922, 
they reached an average of more than 
$2,000,000 a day. 

Up to September 15, 1922, the Corpora- 
tion had authorized nearly 7,000 loans, 


EUGENE MEYER, Jr. 


aggregating $183,000,000, to approxi- 
mately 4,400 banking institutions in the 
agricultural sections of the country; 750 
loans, totaling $72,000,000, to livestock 
loan companies ; and advances aggregating 
$175,000,000 to cooperative marketing as- 
sociations. Altogether the loans author- 
ized for agricultural and livestock pur- 
poses, including exports of agricultural 
products, totaled $470,000,000. 

These loans strengthened the banking 


situation in the country districts and ‘re- 
lieved the necessity for forced liquidation. 
They put the banks in position not only 
to carry their farmer customers for a 
longer period, but also to make new loans, 
and were a vital factor in bringing about 
a marked improvement in the whole eco- 
nomic situation. Better prices for farm 
products, renewed activity in the farming 
districts and revival 
of business generally 
were within a few 
months reflected in 
the way in which 
repayments began to 
flow into the Corpo- 
ration. 


Although the 
blighting effects of 
the agricultural de- 
pression are still in 
evidence, the change 
that has taken place 
within the past year 
is little short of re- 
markable. The farm- 
er and stockman are 
not completely out 
of the woods, but 
their position has 
been immensely 
strengthened. The 
harvest prospect is 
favorable, and, al- 
though there were 
declines recently in 
the prices of some 
commodities, most 
staple farm products 
are considerably 
higher than they 
were in the summer 
and fall of last year. 
Cotton that sold at 
the farm for around 
8 cents is now worth 
approximately 20 
cents; corn has ad- 
vanced from about 
20 cents at country 
elevator points in the 
Middle West to from 
45 to 50 cents; wool 
that sold on the west- 
ern ranges at 17 


around 35 to 40 
cents; while hogs, 
sheep and cattle are 
not only worth con- 
siderably more in the 
markets, but are in 
greater demand for 
breeding and fattening purposes. 
Considering the vast sums that are re- 
quired annually to finance our agricultural 


Paul Thompson 


_and livestock industries, the loans of the 


War Finance Corporation may seem rela- 
tively small. But the money was directed 
to the weak spots in the situation and 
helped to restore that element which is 
so vital to all kinds of business—con- 
fidence. Even before the funds of the 
Corporation were made available, a psy- 


cents is now worth. 
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chological reaction took place and con- 
fidence began to return. The chairman 
of one of the thirty-three agencies of the 
Corporation, for example, reported that 
he had been able to stop the sacrifice of 
breeding herds and young cattle on the 
mere prospect of relief, before a dollar 
of the Corporation’s funds reached his 
state. 

The loans of the Corporation not only 
helped directly the borrowing institutions 
and their farmer customers; they had a 
much more far-reaching effect upon the 
banks to which the Corporation made no 
loans at all. In places where some banks 
were weak and some were strong it was 
found that the inability of the weak banks 
to serve their communities was matched 
by an unwillingness on the part of the 
strong banks to function in a normally 
confident and courageous way. Nor is 
this to be wondered at. Knowing well 
the overextended condition of their neigh- 
bor banks, the stronger institutions felt 
compelled to consider the necessity of re- 
maining strong. The longer term redis- 
counts offered by the War Finance Cor- 
poration to the overextended banks, and 
the restoration of market values follow- 
ing relief from forced liquidation en- 
couraged that more normal operation of 
the stronger banks and that more liberal 
use of their resources which was war- 
ranted by the removal of the danger 
spots. 


Corporation Necessarily Temporary 


The War Finance Corporation is es- 
sentially a temporary agency designed to 
meet an emergency. Its highly central- 
ized form of organization, with concen- 
trated power and resources, was admirably 
suited to the grave crisis that confronted 
the country. In my opinion, however, it 
is entirely unsuited to the permanent bank- 
ing structure of the nation. 

In determining what can be done by 
legislation to change or to improve and 
develop the machinery of banking to meet 
the needs of agriculture, we are bound 
to be influenced by the limitations of busi- 
ness administration. If the War Finance 
Corporation has succeeded in its efforts 
it is because it has been able to enlist 
locally the services of some of the best 
bankers in the various states, working 
devotedly in the public interest without 
compensation and in a way that can only 
_ be expected temporarily and for the pur- 
pose of meeting an emergency. We know 
that, under normal conditions, it is not 
always possible to command the same tal- 
ent and the same application, or to employ 
the same methods, in government work as 
in private business. Under the circum- 
stances, if we can find a solution for the 
permanent financing of agriculture 
through business channels, relying upon 
the government only to authorize the 
Proper machinery and to provide the 
necessary supervision and regulation, it 
will undoubtedly prove to be the better 
and more practical way. 


Agricultural Financing Measures 


Many measures dealing with agricul- 
tural and livestock financing are now 
pending in Congress. One bill, introduced 


by the chairman of the House Committee 
on Banking and Currency, is based 
largely upon the experience of the War 
Finance Corporation. It provides, among 
other things, that agricultural paper hav- 
ing a maturity of not to exceed nine 
months and secured by non-perishable 
agricultural products, properly ware- 
housed, shall be eligible for rediscount in 
the Federal Reserve System when issued 
as part of a program of orderly market- 
ing. It gives the same privilege to nine- 
months paper secured .by livestock in 
process of fattening for market. It de- 
clares that paper of cooperative marketing 
associations, evidencing advances for 
agricultural purposes, is entitled to all the 
rediscount privileges of agricultural 
paper. The purpose of these provisions 
is to make more available to agriculture 
the great rediscount resources of the Fed- 
eral Reserve System, in so far as this may 
be done safely and soundly. 


Liquidity of Loans Depends upon 
Security 


We all recognize the desirability of 
maintaining the liquidity of the assets of 
the Federal Reserve System. The view 
seems to prevail in some quarters, how- 
ever, that paper, in order to be liquid, 
must have a maturity of sixty or ninety 
days. That view was largely imported 
from Europe, and particularly from those 
portions of Europe which are primarily 
industrial and commercial rather than 
agricultural. The fact that the Federal 
Reserve Act permits the rediscounting of 
agricultural paper with a maturity of six 
months is only a partial recognition of 
the need for a differentiation between the 
time limits for agricultural and for com- 
mercial paper. 


A sharp distinction should be drawn 
between short-time bank paper and the 
question of the liquidity of the security 
that underlies bank paper, long or short. 
For instance, the six and nine months’ 
loans on wheat and cotton, made by the 
War Finance Corporation to cooperative 
marketing organizations, are as liquid, 
from the point of view of the security, as 
ninety-day paper representing advances to 
merchants and manufacturers. Long-time 
paper may be more liquid as to security 
than short-time paper. It may not be as 
well adapted as an investment for all of 
a bank’s funds, representing deposits pay- 
able on demand ; but the experience of the 
War Finance ‘Corporation has demon- 
strated that, when adequate financing for 
the time needed is provided, staple agri- 
cultural commodities are liquidated in an 
orderly way and, in fact, the liquid qual- 
ity of the security is enhanced by a more 
gradual marketing process. 


During the past year it was clearly 
shown that commercial paper depends for 
its liquidity on the orderly buying of the 
manufactured goods, and that this orderly 
buying, in turn, depends largely upon a 
purchasing power based upon the orderly 
marketing of our basic agricultural prod- 
ucts. Indeed, if our late experience estab- 
lished any definite differentiation between 
the liquidity of commercial paper and of 
paper based upon staple, non-perishable 
agricultural commodities, properly ware- 
housed, it established the fact that the lat- 


ter is decidedly more liquid under adverse 
conditions than the former. At no time 
were such commodities so entirely unmar- 
ketable as were certain lines of manufac- 
tured products upon which the so-called 
liquid commercial paper was based. 


Eligible and Non-eligible Paper 


While it is important to safeguard the 
Federal Reserve System by proper re- 
strictions regarding eligible paper, it is 
equally important to safeguard the busi- 
ness of the country by avoiding discrimi- 
nation against paper which may properly 
be considered as eligible. The system 
gave us banking elasticity in a way that 
was long necessary, but it also created a 
difference between different kinds of good 
paper. Before the system was established 
paper was judged on its merits. It was 
good or bad, according to the worth of the 
maker and the security back of it. There 
was no distinction between different kinds 
of good paper, provided the banker or the 
investor was willing to lend for the length 
of time it was issued. But now good 
paper is classified either as good redis- 
countable paper or good paper that is not 
rediscountable; and bankers are consider- 
ing their loans, even where they have no 
intention of using them for rediscount 
purposes, with regard to the requirements 
of eligibility. 

We are too apt to think of the Fed- 
eral Reserve System only as adding a 
new facility and additional resources to 
our banking structure. But we must not 
overlook the fact that, while the system 
has greatly enhanced the desirability of 
eligible paper, it has correspondingly de- 
creased the desirability of non-eligible 
paper, even though that paper may be 
satisfactory in every respect from the 
standpoint of security. 


Live Stock Financing 


While modification of our banking con- 
ceptions and practices is essential to the 
more orderly marketing of our agricul- 
tural products, the livestock situation pre- 
sents rather special problems. The live- 
stock industry has never been properly 
financed. It involves a turnover of two 
to three or three and a half years,. and 
there is no “home” today for livestock 
paper of that duration. It is not suitable 
for banks of deposit, nor is it eligible for 
rediscount in the Federal Reserve System. 

The outside capital invested in the live- 
stock industry has come largely from a 
restricted number of bankers who have 
had personal contact with it. So far, the 
industry has not been able to make a 
successful appeal on a broad scale to 
bankers outside of the livestock territory 
who are out of contact with the business, 
like those in New York, Boston and 
Philadelphia—great banking centers that 
stand ready to furnish capital at reasonable 
rates on good security. No matter what 
form of organization for livestock finan- 
cing may be developed, it is essential that 
the industry reconstruct its methods so 
as to provide that assurance of safety 
which will induce the bankers of the finan- 
cial centers of the country to make loans 
on livestock as readily as they do on other 
commodities. 
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At the recent meeting of the American 
National Livestock Association in Den- 
ver, I pointed out some needed reforms 
in the industry. I urged the association 
to study the best practices that have been 
developed in the various states for the 
protection of titles to livestock under 
mortgage; to canvass the best methods 
that have been devised for the protection 
of brands and for safeguarding livestock 
from being stolen and shipped out of the 
state; and to organize and license a corps 
of experienced and competent inspectors 
so that if a banker making a livestock loan 
is not entirely satisfied with the repre- 
sentations of the borrower he may be 
able to obtain a certificate of inspection 
made under the authority of the associa- 
tion. These matters are of vital impor- 
tance if the industry wishes to enlist the 
capital of the great money centers. 


v 
Live Stock Loan Companies 


When the War Finance Corporation 
came into the critical situation last fall, 
it sought agencies through which it could 
place its funds safely without too much 
delay and too many practical difficulties. 
The banks, generally speaking, had all 
the livestock paper they were able to 
carry. The large livestock loan com- 
panies not only were fully supplied with 
paper but were having a struggle to take 
care of it. In fact, both the old com- 
panies and the banks were in urgent need 
of relief. 

When I was in the West in September 
a year ago, it became clear that new 
loan companies with fresh capital were 
necessary. Beginning with Salt Lake 
City, Cheyenne, and Denver, and follow- 
ing later on with Fort Worth, Albu- 
querque, and other Western livestock 
centers—from Montana and Oregon to 
New Mexico and Texas—we were able 
to get the local bankers and business men 
to organize new loan companies, each 
with substantial capital, through which 
the corporation could make livestock 
loans promptly and on a large scale. Our 
loans on livestock total about $88,000,000, 
including approximately $16,000,000 to 
banks and about $72,000,000 to loan com- 
panies. The greater part of the $72,- 
000,000 was placed through the new 
companies. 

When the need for new loan companies 
was apparent, the problem was where 
to get the necessary capital. The banks 
in some states subscribed very liberally. 
In fact, the capital of some of the com- 
panies came almost entirely from banks. 
While loans of the longer duration are 
not suitable, in unlimited amounts, for 
banks whose deposits are payable upon 
demand, nevertheless many banks are 
closely affiliated in their current business 
with the people interested in the growing 
end of the industry. From the fact that 
when called upon they helped to organize 
the new companies, it has been brought 
home to us that an amendment to the 
National Banking Act might not be out 
of order, an amendment by which the 
national banks would be permitted to 
subscribe to the capital of livestock loan 
companies, such companies to be subject 
to Federal banking supervision. This 
would not be an entirely new idea, be- 
cause a somewhat similar amendment 


was contained in the Edge law, which 
was passed in December, 1919, when 
the maintenance of our export trade 
seemed to be the most important thing 
from a financial point of view. 

I believe that livestock loan companies, 
organized and owned locaily, are the best 
agencies through which livestock loans 
can be placed. They will, in my opinion, 
prove to be more helpful than loan com- 
panies operating over unduly extended 
areas, and they should be able to attract 
capital from the. more distant points on 
a sound basis and at reasonable rates. 


Land Credits 


There has never been a satisfactory 
market for mortgages on land that is 
devoted to stock raising, no matter how 
well suited for the purpose. Although 
the valuations per acre are small, stock- 
men have been compelled to pay high 
rates of interest on ranch mortgages, and 
even then it has been difficult for them to 
get money. This was especially true a 
year and a half or two years ago, when 
competition for capital forced up the 
price of financial accommodation so that 
even the best borrowers had to pay high 
rates on liquid securities. The market 
for land mortgages was at a great dis- 
advantage, and this situation was un- 
doubtedly responsible for some of the 
congestion in the banks of the livestock 
territory, because they became loaded 
down with land loans. In many cases, 
they did not intend to make land loans, 
they merely financed the current opera- 
tions of the stockmen, but as these opera- 
tions did not return the money loaned 
and frequently involved heavy losses, 
they took mortgages on the land as 
security. 


Federal Land Banks 


The Federal land banks have increased 
the scale of their operations during the 
past year. They are now making loans 
at the rate of approximately $18,000,000 
a month, as against about $12,000,000 last 
fall. But in certain states, like Wyo- 
ming, Montana, Colorado, New Mexico, 
and Texas, the need for mortgage money 
has not been adequately met by the Farm 
Loan System because of the limitation 
which prevents the land banks from lend- 
ing more than $10,000 to any one bor- 
rower. That amount would not be very 
helpful to the western grain farmer who 
cultivates an extensive acreage, nor to 
the stockman whose ranch, to be an eco- 
nomical producing unit, must be con- 
ducted on a fairly large scale. 

Recently a number of additional joint 
stock land banks, which are authorized 
to lend from $37,500 to $50,000 on one 
holding of land, have been formed in the 
western states, and they are meeting a 
very definite and pressing need. Further- 
more, with the general improvement in 
the financial situation, private investors 
and great lending institutions, which were 
attracted away from farm mortgage 
loans by the inducement of higher rates 
for commercial paper and_ short-time 
securities, are rapidly coming back into 
the market for such loans. In many dis- 
tricts a larger supply of money on land 
at reasonable rates will be very helpful 


to the banks, and through the banks to 
the farmers, because it will result in the 
transfer of unliquid, so-called frozen, 
loans out of the banks, where they do 
not belong, into the hands of long-term 
investors, where they do belong, and will 
thus make it easier for the banks to 
finance the current agricultural needs 
of the farmers. : 


Cooperative Marketing Associations 


One of the most significant develop- 
ments in the marketing of agricultural 
products in recent years is the growth 
of the cooperative movement. Through 
further development along this line we 
may expect to see a definite improvement 
in our whole system of distributing farm 
commodities. 

Generally speaking, the American pro- 
ducer has been forced to sell his crop 
hurriedly and at the time of maximum 
supply. Within three or four months 
almost the entire production has passed 
out of his hands, though twelve months 
are required for its consumption. The 
farmer’s credit matures in October or 
November. The merchant, who has pro- 
vided him with supplies and equipment on 
credit, finds his own bills maturing during 
the same period, and presses the farmer 
for payment. There is a call for cash 
all down the line, from the correspondent 
bank in the city, from the country bank, 
and from the merchant. As soon, there- 
fore, as the crop is harvested, it is rushed 
to market. 


Need Not Sell at “Low” 


But the cooperative marketing associa- 
tions are gradually overcoming this situ- 
ation. In the hands of the individual 
farmer, his products have often been little 
more than an offset against debts con- 
tracted in order to carry on his producing 
operations. In the hands of the coopera- 
tive association, they can be assembled 
in quantity, graded and warehoused, 
pledged as collateral for loans, and mar- 
keted in an orderly way. The farmer is 
thus relieved of the necessity of selling 
during the annual “low” of the market, 
and distribution is adjusted to consuming 
demand. 


Cotton Situation and the Cooperatives 


In the midst of the worst depression 
that the cotton industry had suffered in 
many years, it was through the coopera- 
tive marketing associations that the War 
Finance Corporation developed plans for 
extending assistance to the industry on a 
comprehensive scale. In the summer of 
1921, when cotton was quoted at around 
eight cents a pound at country points and 
when business throughout the cotton belt 
was in a demoralized condition, the Cor- 
poration made its first large loan to an 
association in Mississippi on 100,000 bales 
of cotton. The cotton was classified by 
the association according to grade and 
staple and placed in bonded warehouses 
under inspection. The loan enabled the 
association not only to make advances to 
its members for their urgent financial 
needs, but also to market the crop through 


a greater portion of the consuming year 
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instead of forcing it on a demoralized 
market. 

Within a week or ten days other loans 
were authorized on a similar basis to cot- 
ton cooperatives in Oklahoma on 200,000 
bales and in Texas on 300,000 bales. 
There immediately followed a _ radical 
change in the cotton situation. Confidence 
was restored, other avenues of credit were 
opened up, buyers began to resume pur- 
chases on a liberal scale and more normal 
conditions, both with regard to prices 
and volume of business, ensued. The 
change was promptly reflected in improved 
general business throughout the South. 


$110,000,000 to Cooperatives 


The success of these cotton cooperatives 
has encouraged the spread of the move- 
ment; and many new associations have 
been organized for the handling of cot- 
ton, wheat, tobacco, rice and other staple 
products. 

The War Finance Corporation has al- 
ready authorized loans totaling more than 
$110,000,000 to cooperative marketing as- 
sociations to assist in financing the orderly 
marketing of the 1922 crops. It is ex- 
pected that only a portion of this amount 
will be actually advanced and that the 
banks in the interested districts will do 
the major part of the financing for the 
associations. That is what happened last 
year. While the Corporation agreed to 
lend approximately $64,000,000 to coop- 
erative marketing associations in all parts 
of the country, on such products as cot- 
ton, wheat, rice, peanuts and tobacco, 
only slightly more than $18,000,000 was 
actually used. It is gratifying to note 
that this year the large Eastern financial 
centers are-showing a decided interest in 
the financing of such associations and 
considerable amounts will be made avail- 
able from these centers in addition to 
the advances provided by the local banks. 


Management a Vital Factor 


Cooperative marketing associations have 
a definite place in our economic structure. 
If they are soundly organized and com- 
petently managed, they are bound to be 
helpful not only to the agricultural inter- 
ests themselves but to the business of 
the country at large. Management is as 
vital a factor in the success of coopera- 
tive enterprises as of any other business 
organization. Without good management 
they cannot establish and maintain that 
degree of confidence in the soundness of 
their operations which is absolutely es- 
sential. I am glad to say that the rela- 


tions of the War Finance Corporation 
with the associations to which it has 
made loans have been satisfactory. They 
have met the requirements and regulations 
of the Corporation in a whole-hearted 
way and have conducted their operations 
in a thoroughly businesslike manner in al- 
most every case. They have not only 
made considerable progress in bringing 
about more uniform grading and classi- 
fication, furnishing a better basis for 
credit and insuring the more efficient 
handling of the product, but they have 
erected machinery which will .greatly 
facilitate the gradual, orderly distribu- 
tion of the products of their members. 


A Natural Development 


Many plans have been proposed in this 
country for financing the farmer. Most 
of them have involved the theory of co- 
operation, but many have had little in 
common with the selling cooperatives as 
they have developed in America. They 
have been based rather on the principles 
of the European cooperative credit socie- 
ties, or upon some other type of coopera- 
tive agency that has not been tried out 
here. There may be a place in the older 
and more densely settled communities, 
under state authorization and state super- 
vision, for systems of credit unions simi- 
lar to those that exist in Europe, but the 
large cooperative marketing associations, 
as we know them, have grown up nat- 
urally in response to our own peculiar 
needs and economic conditions. 


Keynote of Policy for Agricultural 
Financing 


Agricultural financing must be based, 
first of all, upon the fundamental facts of 
American ‘agriculture and, second, upon 
the existing economic and financial struc- 
ture of the country. Not to meet the first 
requirement is to force agriculture into 
the impossible position of endeavoring to 
make production and distribution conform 
to banking practices. Not to meet the 
second is to weaken rather than strengthen 


the financial machinery of the nation. 


The keynote of our national policy 
should be the development of the useful- 
ness of the Federal Reserve System to 
the maximum. New machinery should 
be held to the minimum. The Federal Re- 
serve System is, and should remain, the 
great banking rediscount organization of 
this country. Nothing should be done to 
impair its strength; everything should 
be done to extend its usefulness in proper 
ways. It would be uneconomical and un- 


sound—it would be the height of folly— 
to set up other agencies for doing the 
things the system can and should do. Not 
only that, but agriculture is entitled to 
the best banking rediscount facility, and 
it should not be satisfied with a second- 
class facility, such as is contemplated by 
some of the measures pending in Con- 
gress, when the adjustment of the eligibil- 
ity rules of the Federal Reserve System 
to the business involved in the orderly 
marketing of agricultural products would 
give it a first-class facility. 


Not Speculation 


Paper based upon the security of non- 
perishable commodities should be made 
eligible for rediscount for the length of 
time necessary to market a season’s 
product before the next harvest. It is 
idle to designate as speculation the carry- 
ing of agricultural commodities by farm- 
ers or farmers’ organizations for orderly 
marketing, or to say that by forcing the 
products out of the hands of the pro- 
ducers speculation will be avoided. Some- 
body must carry crops between seasons. 
We eat bread the year around, but whear 
is planted, cultivated and harvested with- 
in a few months. And so it is with other 
farm commodities. When an agricul- 
tural product has been produced, either 
the consumer must buy it and carry it 
until it is actually needed, or the dealer 
who supplies the consumer must do so, 
or the jobber must stand between the 
producer and the manufacturer who ulti- 
mately takes it for distribution to the 
consumer, or, going back still farther, 
the producer himself must find ways and 
means of carrying his product and mar- 
keting it gradually. 


Suffers from Friends 


Those who object to adjusting the 
eligibility rules of the Federal Reserve 
System to the time required for the 
orderly marketing of agricultural prod- 
ucts seem to fear that the soundness of 
the system will be jeopardized. But the 
system suffers from friends as well as 
from foes—those who defend its every 
act and policy and who stand for the 
immutability of its present law and regu- 
lations may be as harmful as those who 
are extreme in their denunciation of the 
part played by it in the collapse of com- 
modity markets. and prices. The true 
friends of the Federal Reserve System 
are those who are willing to see its 
machinery adjusted along sound lines to 
meet changed conditions, both in this 
country and abroad. 
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Practical Problems of State Banking 


By HON. MARSHALL COUSINS 


Commissioner of Banking of the State of Wisconsin 


ON. Marshall Cousins, Commis- 
sioner of Banking of the State of 
Wisconsin, was introduced by 
President Hecht as “a man who 

not only holds a very high place in the 
esteem of his fellow-citizens in Wiscon- 
sin, but his reputation for fearless action 
and for ability in his line has spread 
way beyond the limitation of his own 
state. He has studied banking problems 
from many angles and he will discuss 
with us this afternoon some of the bank- 
ing problems in which all. of us are 
interested.” 

Banks operating under national char- 
ters, state charters, or as private institu- 
tions, all occupy the same position in 
their relations to the public. In this day 
all banks are expected to receive the 
deposits of the public and to furnish 
accommodations to the public in the way 
of loans. There are many other types 
of service which the bank of the present 
day is expected to render. As a whole 
our banking institutions, both state and 
national, are worthy of the confidence 
of the people and are rendering accept- 
ably the service for which they were 
organized. 


Burdens too Heavy 


We all realize that the rural com- 
munities are first and directly served by 
the small state banks in their localities. 
Thousands of the smaller towns have no 
national banks and are served entirely by 
the state banking institutions. Problems 
confronting these small institutions are 
also the problems of the banks in larger 
towns and cities, as through our system 
the banks in the larger cities and the 
commercial centers assist the rural banks 
in carrying their burdens and must nat- 
urally be as much interested in the solu- 
tion of the problems confronting these 
small banks as is the small institution 
itself. 

The rural bank located possibly at the 
cross-roads where the only other business 
may be the general store, possibly a 
creamery, often a garage, which in 
former days was a blacksmith shop, and 
one or two residences, is called upon to 
carry burdens of the people of its locality 
far beyond its own ability. These institu- 
tions turn to the larger town of the coun- 
ty, and from the bank in that town re- 
ceive assistance through the placing of 
bills payable or by rediscounts. 

Later the bank in the large town 
of the county finds the requirements 
made by the smaller banks are beyond 
its powers to meet, and it becomes neces- 
sary for these banks to go to its corre- 
spondent in the city for assistance, and 
through this process eventually the great 
banks in the commercial centers, and the 
Federal Reserve Banks have taken up 
their share of the burdens. Consequently, 
the problems of the small state banks 
have become the problems of the larger 
banks both state and Federal. The offi- 
cers and directors of these banks become 
as much interested in finding a proper 


solution as the officers and directors of 
the small bank first affected. 

One of the great problems confronting 
the banks annually is that of financing 
the agricultural operations during the 
growing season and the marketing of the 
crops. Without cooperating all along 
the line this would be exceedingly diffi- 
cult of accomplishment. This is not a 
new problem confronting banks; it has 


been a problem from the time of General. 


Alexander Hamilton, and the bank 
planned and organized by him had as one 
of its objects the handling of this prob- 
lem. 


Frozen Loans 


It is to the country bank that those de- 
voting their attention to agricultural pur- 
suits first turn. The neighborhood bank 
must furnish the funds needed during 
the growing season and must finance 
the moving of the crops. It would in- 
deed be a problem for these small and 
most necessary institutions could they 
not depend upon the larger banking insti- 
tutions in the commercial centers for as- 
sistance. 

Another problem confronting all banks 
alike, but possibly the smaller banks to 
a greater extent than the larger, and in 
many localities a condition which has 
not arisen before for many years, is the 
liquidation of so-called frozen loans. 
This is not a problem of the state banks 
alone. It is a problem receiving the 
thought and attention of all banks alike. 
While in many instances considerable 
time will be required, by cooperation of 
banks and the application of the rule of 
common sense, the problem can be suc- 
cessfully solved. 

I recognize the value of our national 
banks, but I am a thorough believer in 
our dual banking system. Through the 
wise legislation of the majority of the 
states the difference between the state 
banks and the national banks as to regu- 
lations and supervision has become but 
nominal. It is as essential for banks 
under national charters as it is for those 
under state charters to conduct their af- 
fairs upon the lines laid down by the 
laws under which they operate, and the 
rules of conservative banking methods. 
“Rigid observance of all statutory provi- 
sions” should be the motto of the banks 
everywhere, and, I believe, in the vast 
majority of institutions it is the motto. 
It is only through the rigid observance of 
laws, lawful department regulations and 
due respect for conservative banking 
methods that banks can maintain the con- 
fidence of the people of their immediate 
community upon whom they must depend 
for their success. Public confidence is the 
greatest asset a bank can have. It does 
not appear upon the face of the published 
statement, but without it a bank cannot 
hope to retain its business and must event- 
ually close its doors. 

There is a place in our commercial life 
for national banks and a place for state 
banks. Both systems are of value to the 
nation, and each has its special sphere of 


usefulness. The existence of two systems 
is a safeguard and a check upon the Con- 
gress and the state legislative bodies, and 
the public is accordingly protected and 
benefited. Should it come to pass that 
the Congress endeavors to inflict unjust 
legislation upon the national banks they 
can surrender their national charters and 
organize under the law of the state in 
which they are located. Should the legis- 
lature of any state inflict unjust legisla- 
tion upon the banks operating under the 
laws of that state, the banks can sur- 
render their state charters and take out 
national charters. 

A great many eligible state banks have 
not taken membership in the system. One 
reason for this, perhaps, is that the banks 
in the commercial centers in many parts 
of the country do not encourage their 
smaller correspondent banks to take such 
membership, as they prefer to furnish 
them with the accommodations which they 
could obtain, if members, from the Fed- 
eral Reserve Bank. I question the wis- 
dom of this method, and I believe it is 
more desirable that the eligible banks, 
who find it necessary during certain sea- 
sons of the year to obtain help from other 
banks through borrowing of money, 
should take membership in the system that 
they may transact their business direct | 
with the Federal Reserve Bank of their 
district. The larger the membership of 
state banks in the Federal Reserve Sys- 
tem, the greater will be the influence of 
these banks in determining . legislation 
affecting the system. The Federal Re- 
serve System was not organized for the 
especial benefit of the national banks. 
Its purpose was to serve the country, and 
the state banks should feel that the sys- 
tem is for them as well as for the institu- 
tions chartered by the Federal Govern- 
ment. 


Sees Little Difference 


From practical experience in both state 
and national banks, I can see but little 
difference between them. There should 
be no difference. The same rigid supervi- 
sion of the supervising authority and the 
same conservative policy of the manage- 
ment should apply to both classes of 
banks. They are all organized for the 
same purpose and should render the pub- 
lic the same service. There should be no 
friction between the banks of the two 
systems. It is for their own good and for — 
the public good that there should be co- 
operation. ; 

I believe we will more closely approach 
the ideal situation when for the welfare 
of nation-wide credit and trade, and of 
national solvency, the two banking sys- 
tems, the state and the Federal, each su- 
preme and useful in its own functions, 
can be made as one in matters of mobiliza- 
tion of reserve, currency supply and — 
efficient supervision. The Congress and 
the legislatures of the respective common- — 
wealths should be urged to place upon the 
ei books laws which will bring this 
about. 
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State Bank Division Committee Reports 


Federal Legislation 


In addition to recommendations in con- 
nection with branch-banking published 
elsewhere, the Federal Legislative Com- 
mittee reported as follows: 

The Federal Legislative Committee of 
the State Bank Division has kept in close 
touch with the work of the same commit- 
tee of the Association, but has not found 
it necessary to actively engage in legis- 
lative matters as there has been no conflict 
of interest and, in consequence, no occa- 
sion to take advantage of the constitu- 
tional right-of independent action in legis- 
lation affecting the State Bank Division. 
While we should not hesitate to avail 
ourselves of the constitutional privilege 
should necessity require, the committee 
feels that its activities should be more 
defensive than offensive, and that our po- 
sition should be that of combatting unwise 
or harmful legislation rather than to in- 
itiate new. In the absence of anything 
inimical, in a legislative way, to the best 
interests of the State Bank Division dur- 
ing the past year, we find ourselves gen- 
erally in sympathy with the program of 
the Association and have supported it ac- 
cordingly. 


State Legislation 


The State Legislative Committee, con- 
sisting of D. Armstrong, chairman, 
and Messrs. Chas. A. Ireland, E. O. How- 
ard, T. F. Tilghman and Frank S. 
Thomas, submitted the following report: 

The Committee on State Legislation 
of the State Bank Division has cooperated 
with the Committee on State Legislation 
of the Association in promotion of the 
enactment of bills recommended by the 
Association. Only nine state legislatures 
have held regular sessions during the 
year, and in some of them no banking 
legislation has been passed. In South 
Carolina the Bank Slander Bill, drafted 
by our General Counsel, was passed, but 
in somewhat different phraseology from 
the recommended draft. It provides that 
“any person who shall falsely and wil- 


fully and with intent to injure, circulate 


any report, or make any false statement 
as to the assets or liabilities of any bank 
in South Carolina, or to its solvency or 
ability to meet its obligations, or as to 
its soundness; or who shall make any 
other false statement, calculated to affect 
the credit or standing of said bank, or 
to cast suspicion upon its solvency, sound- 
ness or ability to meet its deposits or 
other obligations in due course, shall be 
deemed guilty of a misdemeanor,” and 
provides a fine of not less than $100 nor 
more than $500 or imprisonment not more 
than one year, or both, in the discretion 
of the court. In Virginia a law has been 
passed prohibiting the organization of a 
bank by stock promoters. In Mississippi 
a law was passed providing for the ex- 
emption of all taxation of income on de- 
posit in banks both upon time and savings. 

Our committee pledges its continued 
cooperation with the Committee on State 


Legislation of the American Bankers 
Association for the campaign of 1923, 
during which year forty-one state legis- 
latures will hold regular sessions, and 
especially in the promotion of an amend- 
ment of the Negotiable Instruments Act 
that will protect banks which certify 
checks which have been altered before 
certification. 


Farm Finance 


The Committee on Farm Finance, con- 
sisting of John D. Phillips, chairman, 
W. C. Gordon, Grant McPherrin, Geo. 
A. Holderness, and M. H. Malott, pre- 
sented a report stating that at a meeting 
of the committee in Chicago last Novem- 
ber a subcommittee was appointed, con- 
sisting of Chairman Phillips and Messrs. 
George Woodruff and H. A. Moehlenpah. 
The subcommittee had several meetings, 
one of which was held at Washington, 
D. C. The report continued as follows: 

After due consideration this sub- 
committee concluded that the ideal bank- 
ing system for long time credits to the 
farmer or in other words investments 
credits would be the development of the 
Federal Land Bank System in such a 
way that all banks might become mem- 
bers of it very much in the same way 
that banks are now members of the Fed- 
eral Reserve System, and that the banks 
might make loans and function in exactly 
the same way that Farm Loan Associa- 
tions now do, thereby building up in this 
country two wonderful banking systems. 
The Federal Reserve System, which in 
our judgment is the greatest piece of 
financial legislation ever enacted in any 
country in the world, whereby the com- 
mercial needs of the farmer as well as all 
others might be cared for, and the Fed- 
eral Farm Land Bank System, through 
which the long time loan or investment 
credits might be placed. 

Your committee therefore recommends 
that a sufficient number of Joint Stock 
Land Banks be established and the Fed- 
eral farm loan system be so developed 
as to take care of the long time or 
investment credits of the American farm- 
er. The War Finance Corporation has 
filled a very great need during the de- 
pression which we have been and are 
still passing through, and should be 
highly commended for the service it has 
rendered and its operation continued until 
such a time as amendments can be made 
to the Federal Reserve Banking Law, 
enabling Federal Reserve Banks to redis- 
count certain kinds of agricultural and 
cattle paper for at least nine months. I 
say nine months because the leading 
minds in the banking business seem to 
have agreed on nine months, but in the 
judgment of your chairman, the time 
should be twelve months. Only 18 per 
cent. of the business done by the Fed- 
eral Reserve Banks of the country is of 
an agricultural nature and the paper car- 
rying the twelve months’ maturity would 
be of such a small percentage of the 18 
per cent. that it would be infinitesimal 
in the enormous amount of business trans- 


acted by the said Federal Reserve Bank. 
There is a certain amount of business 
that both farmers and stock men trans- 
act that demands a credit of twelve 
months and I am a firm believer that al! 
business in a community should be han- 
dled by the local banks and they. in turn 
should be in a position to rediscount all 
legitimate paper of this character at the 
Federal Reserve Bank. 

There has been much agitation and 
many bills before Congress, the purpose 
of which was to establish in this country 
a third banking institution known as an 
Intermediary Credit System. Your 
chairman has been from the start and 
now is positively and absolutely opposed 
to anything of this kind although the 
War Finance Corporation has: acted in 
this capacity and has rendered a very 
greatly needed service to the country, but 
in my humble opinion with the Federal 
Reserve Act amended along the lines as 
above suggested and the development of 
Joint Stock Land Banks and the Federal 
land bank there will never be a need 
of such an institution. However, your 
chairman recommends that a law be en- 
acted permitting the establishment of 
private corporations under the supervi- 
sion and direction of the Federal govern- 
ment, for the purpose of taking care of 
the intermediary credit should there ever 
be a need of such a thing in this country. 

The report was duly adopted and the 
secretary directed to send a message to 
Chairman Phillips congratulating him 
upon his excellent work as chairman of 
the Farm Finance Committee and wishing 
him speedy recovery from the illness that 
prevented him from attending the meet- 


ing. 


Public Service 


The Committee on Public Service, 
consisting of H. A. McCauley, chairman ; 

. A. Graettinger, Chas. S. McCain, 
Wm. P. Sharer, Albert L. Schantz, and 
C. B. Hazlewood, submitted a _ report 
which report reviewed the work of its 
predecessor, known as the Public Rela- 
tions Committee, and concluded as 
follows: 

Your committee at its first meeting 
this year decided to prepare and submit 
to the membership of the Division a list 
of questions intended to bring out an 
expression as to what was of greatest 
moment to state banks, what most desir- 
able and expedient to take up that would 
be of benefit to the greatest number, and 
what the committee might undertake in 
any way that would be of service to our 
members. The response, while not as 
general as we wished, brought forth 
many ideas and expressions from a large 
number not heretofore heard from but 
whose importance to our Division is such 
that we desire to acknowledge our appre- 
ciation of the interest manifested. 

One meeting of our committee was held 
December 15, 1921, in Chicago, where a 
majority were present, together with 
President Hecht and Chairman John D 
Phillips of the Farm Finance Committee 
of this Division. At that meeting, fol- 
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lowing suggestions from President 
Hecht, it was decided to eliminate from 
our work anything of a general character 
which might and should properly be un- 
dertaken by the Public Relations Com- 
mission of the American Bankers Associ- 
ation. It was brought out at this meeting 
that the Public Relations Commission was 
performing all work of a character to 
benefit the Association as a whole and 
that due care should be taken that no 
work be duplicated for the benefit of 
any group at added expense to the whole 
Administrative Committee. For this rea- 
son no further expense was incurred, but 
our secretary has accomplished through 
his office a great deal of the work out- 
lined by your committee, and President 
Hecht has given his time and splendid 
ability to set forth work that the State 
Bank Division might properly undertake. 

One subject which has been under dis- 
cussion by your committee is that of 


Election of Officers 


N recommendation of the Nominating 
Committee, consisting of E. C. Mc- 
Dougal, chairman, and Messrs. D. M. 
Armstrong and E. D. Huxford, the fol- 
lowing-named officers of the State Bank 
Division were elected for the ensuing year : 
President—H. A. McCauley, president 
of the Sapulpa State Bank, Sapulpa, 
Okla. 

Vice-President—J. D. Phillips, presi- 
dent of the Green Valley Bank, Green 
Valley, Ill. 

Chairman of the Executive Committee 
—W. C. Gordon, president of the Farm- 
ers Savings Bank, Marshall, Mo. 

To fill the vacancy for a term of one 
year caused by the elevation of Mr. Phil- 
lips to the vice-presidency, Guy E. Bower- 
man, of St. Anthony, Idaho. 

For members of the Executive Com- 
mittee for three-year terms to fill the 


vacancies left by expiration—N. S. 
Calhoun, vice-president of the Maysville 
Bank, Maysville, Ky.; W. P. Sharer, 
president of the Midland Bank, Cleve- 
land, Ohio. 

On assuming the presidential chair, Mr. 
McCauley said: 

I haven’t anything to voice unless it be 
the sentiment of truth. If there is one 
thing that the deliberations of this meet- 
ing have brought out, and that of other 
meetings of other years, it is, it seems to 
me, that we have not reached an under- 
standing among each other. I refer, of 
course, to the deliberations on the ques- 
tion of exchange and of other things 
that it seems to me we don’t get together 
on as closely as we ought to . 

So that if there is one sentiment that I 
want to voice in starting out upon this 
year’s administration it is that we adopt 
the slogan of the truth and confine our- 
selves to that; analyze our own situation, 
our own troubles and our own problems, 
and base them upon that and demand the 
same thing from those with whom we 
have dealings 


cooperative marketing. This question is 
of extreme importance and most timely 
because of the strong cooperation existing 
in almost every, faction of capital and 
labor, and because of the general prostra- 
tion that exists with farmers marketing 
most essential commodities such as wheat, 
cotton, and other staple necessities such 
as livestock, dairy and poultry products. 
The cooperative movement cannot gain 
great momentum without the support of 
country bankers, and it would appear to 
be the special function of this committee 
and this Division to put forth a united 
effort to accomplish its complete organi- 
zation and effective working order, thus 
benefiting those most who can benefit us. 

In concluding this report we emphasize 
that publicity is a function of the Public 
Service Committee. Mouth-to-mouth and 
hand-to-hand publicity of the truth about 
the banking business and every kindred 
line of business which .handles capital 


which is properly apportioned and ex- 
ploited for the benefit of the greatest 
number is the antidote for the agitator 
and the Bolshevist. The demagogue and 
cheap politician who ride into public office 
all too often upon a platform or program 
of vilification of those who are entrusted 
with the wealth and credit of community 
centers should have the light of “pitiless 
publicity” focused upon them. Our 
country is infested with these parasites 
and impostors, and the powers of this 
Association should be used to combat this 
worst of evils. 

Not enough of our membership are ac- 
tive and outspoken; and it is our desire 
to cultivate mutual acquaintance, establish 
and perpetuate a better relationship, and 
draw from our rank and file everywhere 
ideas and information that will make this 
Division most useful to its membership 
and to the American Bankers Association 
as a whole. 


LOGAN C. MURRAY 


One7of the Seventeen Original Founders of the American Bankers Association, which took form on 
May 24, 1875, at the Hotel Barnums, New York 


CLEARING HOUSE SECTION 


Rise and Development of the Clearance System 


HE Clearing House Section was 
the first of the Association’s de- 
partments to hold its annual con- 
vention. It convened Monday 
morning at the Hotel Commodore. After 
welcoming the delegates, President 
John R. Washburn called upon President 
McAdams. 

Mr. McApams: It means a great deal 
to me as a product of the Clearing House 
Section to have the opening gun of this 
great international and national financial 
congress fired through the mouthpiece of 
this Section which has done so much 
toward stabilizing financial conditions in 
America. 

We have long since outgrown the time 
when the clearing house was a piece of 
machinery for the purpose of clearing 
items or even for the exchange of credit 
information. We find that during the 
strenuous period of the last two years that 
but for the cooperation, the consolidation 
of interests which had been possible 
through the Association in clearing 
houses, we would have had many serious 
local panics, which might perhaps have 
shaken, had they been allowed to expand, 
the entire financial structure of this na- 
tion. 

In Chicago and New York and other 
large cities, but for the clearing houses 
and for that character of work, serious 
things might have happened. There were 
times during the recent past when we 
were in imminent danger, and the clearing 
house and the men who are responsible 
for its direction in our cities stabilized 
conditions and made an earlier return to 
normal financial life a possibility. 

It is not my intention to make an ad- 
dress this morning, but simply to welcome 
you as a part of this great organization of 
American bankers, and to express the 
hope that this week, when more American 
bankers will meet at any one time than 
ever before in the history of this coun- 
try, that the spirit of all of our sessions 
will be to impress upon each of us that we 
are citizens first, and bankers afterwards, 
and that going out from this convention 
we will each realize the privilege that we 
have of participating in a solution of the 
many intricate internal problems now 
confronting our people, but above all, that 
we shall be impressed with the absolute 
necessity of having America do her part, 
whatever that may be, toward solving the 
problems of the world. 

America cannot live by herself. As I 
have said before some of the state bank- 
ers’ associations this year, the time has 
passed when we can sit by the side of 
the road and watch the rest of the world 
go by and not care what happens, whether 
she starves or whether -she flourishes. 

So it seems to me that we have here 
today an opportunity which we have never 
had before, to speak out of this great 
center of world finance and to send a 


message out to our own people and to 
the people of the world, a message that 
American finance and American industry 
is interested in world affairs and is ready 
to play its proper part in a redevelopment 
of prosperity throughout the world. 

All of the reports, with the exception 
of mine, are found in the proceedings, and 
it seems to be customary for the president 
to read his report, so I shall trouble you 
for a very few moments only. 


President’s Report 


By Joun R. WASHBURN 


Vice-President Continental and Commercial 
National Bank, Chicago 


In this city, sixty-nine years ago, the 
clearing house had its inception in this 
country. The idea originated in England, 
where, especially in London, clearing 
houses had been operated most success- 
fully since the latter part of the seven- 
teenth century. After a very short trial 
here the merits of the clearing house 
were recognized and the bankers of New 
York City found in it a system that not 
only met their needs but offered great 
possibilities of service to its members. 
Later similar organizations were formed 
in Philadelphia, Pittsburgh, Chicago and 
many other of our larger cities. The 
New York Clearing House has always 
been very influential; it has assumed 
leadership in many emergencies, and 
through the courage and sagacity of its 
management frequently has been a potent 
factor in averting disaster which threat- 
ened the entire country. 

With the constant development of in- 
dustry and banking and the resultant 
growing importance of clearing houses, 
the number of which increased rapidly 
from year to year, it became apparent that 
their usefulness could be augmented by 
binding them together in an organization. 
In this manner united effort could be se- 
cured in putting into practice more expe- 
ditious methods governing the details of 
local and country-wide clearings. But of 
more consequence than that, in consider- 
ing the formation of a body of national 
scope, was the opportunity to obtain quick 
and joint action on various questions per- 
taining to the broader principles of bank- 
ing and finance. Therefore, at the annual 
convention of the American Bankers As- 
sociation held in St. Louis in 1906, a reso- 
lution was adopted creating the Clearing 
House Section, which is today one of the 
important branches of the Association. 
As the larger and more influential banks 
throughout the country are members of 
the clearing houses of the cities in which 
they are located, there is hardly a ques- 
tion affecting any part of the banking 
business, whether it pertains to savings 
banks, trust companies, national or state 
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banks, that does not in some way interest 
particularly the Clearing House Section. 

Permit me here to tell you something 
of the work that has been done during 
the past year, also something of what is 
planned for the coming year. This sec- 
tion has unceasingly advocated the adop- 
tion of the examiner system by the larger 
clearing houses of the country. The 
efficiency of the plan is shown by the 
highly satisfactory results attained in the 
many cities which already have it in 
operation. The examination by the 
clearing house examiner is not merely a 
verification of the assets and liabilities of 
a bank, but a careful scrutiny of the op- 
eration of every department. In the re- 
port special mention is made of all loans, 
either direct or indirect, to officers, direc- 
tors or employees of corporations in 
which either officers or directors of the 
bank are interested. The report is kept 
in the files of the examiner and a copy 
sent to the president of the bank for the 
use of the directors, as well as to each 
member of the Clearing House Commit- 
tee, and the result is most wholesome. 

At the Los Angeles convention, the 
president of the Section reported that 
clearing houses in twenty-three cities had 
put the system of examination into effect. 
During the past year eight additional 
cities have done likewise, making a total 
of thirty-one. A convincing argument as 
to its inestimable value, one which I 
should like to emphasize, is its reinstalla- 
tion by the Portland, Ore., Clearing 
House Association after a lapse of six 
years. 

The idea is taking root fast and the 
Executive Committee of this Section 
feels that before the end of the year in 
at least eight more cities clearing house 
examiners will be employed. 

From October 1, 1921, to date we have 
been instrumental in increasing the num- 
ber of clearing house associations from 
274 to 310, or a total gain for the year 
of 36; 33 being active and 3 inactive— 
the largest number ever organized in any 
one year since this Section was created. 

To keep our members informed on 
whatever would seem to be helpful to as- 
sociations in different sections of the 
country, we have issued a monthly bulle- 
tin which is proving a real medium of 
information to clearing house secretaries 
and managers. : 

In a spirit of encouragement, let me 
say to you that this year has been the 
greatest in the history of the Section, 
and your officers and committees believe 
that many cities, large and small, are just 
beginning to realize the significance of 
the clearing house and of the examiner 
system. The smaller cities are evincing 
greater interest than heretofore and we 
think the time is coming when the clear- 
ing house system of examination will be- 
come operative in our county clearing 
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houses as well as in groups of cities where 
the expense is too great to be borne by 
one city. 

Many of the cities having the exam- 
iner system, operate a bureau of credits. 
These bureaus proved invaluable to mem- 
ber banks during the critical period which 
has just passed. Other cities without the 
examiner system are operating similar 
bureaus, the results being most gratifying. 

The Numerical Committee of the 
Clearing House Section at present is giv- 
ing a great deal of thought and attention 
to the matter of finding a uniform way of 
designating branches by number, in cities 
where banking institutions have one or 
more branches. ‘This committee is also 
cooperating with the Federal Reserve 
Board in trying to suggest a plan under 
which district numbers would be used 
on all checks of member and non-member 
banks. 

The reports of the secretary, the chair- 
man of the Executive Committee and the 
chairman of the Acceptance Committee, 
covering the year’s work, will be found 
in the annual proceedings and I hope that 
all who are interested in the work of this 
Section will read them. 

This report would not be complete with- 
out expressing my appreciation of the 
hearty cooperation given me by the offi- 
cers and members of the Executive Com- 
mittee of this Section, the state represent- 
atives, the members of the official staff 
and especially our very competent and 
tireless secretary, D. A. Mullen. 

I crave your indulgence a little longer 
while I make a brief résumé of what I 
have attempted to convey to you as the 
two principal objects toward which we 
have been striving the past twelve months 
and toward which we hope unremitting 
effort will be directed hereafter. One 
was the establishing of clearing houses. 
This Section has persistently endeavored 
to encourage the formation of such or- 
ganizations wherever and whenever op- 
portunity offered; they have been found 
to be most helpful agencies for insuring 
real cooperation among the bankers of 
the country. The other was the exten- 
sion of the system of clearing house ex- 
aminations in the belief that they are 
highly beneficial to the banks directly 
concerned and of very great importance 
to the community. Originally started in 
Chicago the system has proved in that 
city, and in many others where tried, that 
it is one of the best safeguards that can 
be thrown around the banks. Many con- 
crete illustrations could be cited, but suf- 
fice it to say that the employment of high- 
grade clearing house examiners has re- 
sulted in the prevention of tremendous 
losses to depositors. 

After a careful canvass your officers 
have reached the conclusion that the in- 
terests of the Association and its mem- 
ber banks can better be served by this 
Section through adhering to the policy of 
concentrating upon the two objects—the 
establishment of more clearing houses 
and the employment of more examiners by 
clearing houses—than in any other man- 
ner. We trust that our successors in 
office will pardon the earnest recom- 
mendation that they also set up those two 
objects as their goal. We sincerely hope 
that they may come even nearer to their 
attainment than have we who retire. 
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Following the annual convention, the 
Executive Committee of the Clearing 
House Section held two meetings in Los 
Angeles last year, and has also held two 
meetings in connection with the spring 
meeting at White Sulphur Springs in 
May of this year. The committee was 
formally organized at Los Angeles by 
the election of a chairman and a secre- 
tary, the latter office being continued by 
Donald A. Mullen, whose services had 
proven eminently satisfactory during the 
year just closed. 

During the past year careful attention 
has been given by the members of the 
Executive Committee to the various prob- 
lems of clearing house work and proce- 
dure, and it is believed that marked prog- 
ress has been made in bringing the various 
clearing house associations throughout the 
country into closer touch with the work 
of the Section. This has developed a 
general spirit of cooperation and interest 
that is very gratifying, and has made pos- 
sible a material widening of the scope and 
the value of the work. 

The monthly bulletin issued by our sec- 
retary has continued to prove a very 
interesting and valuable feature. In ad- 
dition to topics of general news and 
procedure, many special feautres have 
been introduced. I mention Bulletin No. 
17, “The Examiner System—a Substitute 
for Guaranty of Deposits,” and Bulletin 
No. 18, “How We Consider the Exam- 
iner System,” as examples that have done 
much to promote the clearing house ex- 
aminer movement, and are proving a 
strong argument in those cities which 
now have it under consideration. The 
show that eight cities have 
adopted the examiner system during the 
past year, and to date twenty-nine other 
cities (large and small) have the question 
up for consideration and final decision. 
We are assured it will be installed in 
several of them in the near future. Our 
secretary, and also members of the Ex- 
ecutive Committee have given their per- 
sonal time to the movement, in meeting 
with various associations and correspond- 
ing with others, with the result that this 
work of the section is being strongly and 
directly felt in important centers all over 
the country. Many associations not em- 
ploying an examiner have installed bu- 
reaus of credit. Literature explaining the 
organization and operation of these bu- 
reaus has been prepared and made avail- 
able to a large number of associations, 
and in this manner, likewise, has the 
scope of the work of the Section and its 
value been extended, and its influence as 
a constructive organization felt in all lines 
of banking over a broad section of the 
country. 

During the year a comprehensive cam- 
paign to increase the number of clearing 
house associations has been carried on, 
with the result that thirty-six new asso- 
ciations have been formed—the banner 
year in the history of the Section. 

The distribution of forms of borrowers’ 
financial statements by the Section has 
progressed along satisfactory lines and 
their use has been widely extended. This 
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has enabled the smaller banks and small 
communities to secure practical up-to- 
date forms at a minimum of cost. Dur- 
ing the past two years :this service has 
grown into a very valuable feature of the 
section’s activities. 


A most valuable contribution to the 
work of the Section is represented by a 
seventeen-page pocket-size brochure re- 
cently prepared by our secretary, in which 
is reproduced a series of six short ar- 
ticles on “The Clearing House Idea and 
the Examiner System,” published in Oc- 
tober, 1921, by the Chicago Clearing 
House Association. This merits the 
broadest possible distribution, not only 
among banks and bankers but to bank 
patrons and the public generally. It 
clearly defines the status of the clearing 
house and the clearing house department 
of examination, and recites in telling 
terms how through their perfect func- 
tioning in times of severe stress, Chicago 
and our country as a whole, was saved 
from serious financial collapse. It is a 
testimonial to “safety first” that should 
be in the hands of every banker and 
every bank patron, and might well be 
recommended to clearing house associa- 
tions for general distribution over the 
counters of their member banks. 


Other important activities may be men- 
tioned as follows: 


A. Arrangement with all clearing houses 
to report not only their total debits to indi- 
vidual, accounts to the Federal Reserve Bank 
of their district, but also to give the total 
clearings to newspapers and financial publi- 
cations eegueding same. In addition, the 
manager of each association to tabulate and 
retain for his own use the total debits to 
banks and bankers. This in order to preserve 
the comparative figures of total clearings 
over a period of years, during which time 
figures of total debits are being compiled 
for comparative purposes. 

Continued effort to effect the adoption 
of a no-protest minimum, acceptable to the 
Federal Reserve Board and the American 
Bankers Association. 

C. To enlarge the Numerical System where- 
by branch banks may be given transit 
numbers. The matter now rests with the 
Numerical Committee, in whose hands the 
decision lies. 

D. To have district numbers printed on 
checks so as to facilitate the handling of 
them by the Federal Reserve Banks and their 
members in their respective districts. This 
now rests with the Numerical Committee for 
action. 

E. Extension of the idea of county unit 
ree houses. 

F, xtension of the use of clearing house 
symbols. . 

_ G. Assisting in the adoption of standard 
sizes of checks and drafts, 


The full usefulness of the Clearing 
House Section cannot be exerted other 
than through the cooperation of the clear- 
ing house members, and our experience 
this year has convinced us that the 
strongest cooperation comes through the 
personal contact of member with member. 
The actual work of the clearing house is 
initiated by its individual members, its 
officers, its manager or its examiner, and 
a strong effort has been made to bring 
these active elements of the various 
clearing houses of the country together 
at this year’s convention for a real “get 
together.” To this end we have arranged, 
in addition to our usual convention pro- 
gram, a special meeting of clearing house 
examiners and a separate special meeting 
of clearing house managers. ‘The officers 
of the Section have made a personal can- 
vass of each of the clearing houses in the 
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country and of their members, and also 
of all clearing house managers and clear- 
ing house examiners and have extended 
a pressing invitation to each to attend 
these meetings. They are to be entirely 
informal “get-together” sessions, at which 
will be submitted and openly discussed 
(no set papers or speeches) the various 
phases of the work of the clearing houses 
and of the examiners, as they are con- 
ducted in the many sections of the coun- 
try. Suggestions of topics for discus- 
sion have been invited from all sections, 
and the results in sight are indeed grati- 
fying. We expect to have the best at- 
tended meetings in the history of the 
Section, and the discussions will be along 
practical constructive lines, participated 
in by examiners, managers and bankers, 
and we hope through this means to insert 
the entering wedge to a field of larger 
activity and larger usefulness, and to 
bring about a feeling of cooperation so 
close as to make each member feel that 
this Section is his Section, and that 
he has available a service that wil] re- 
spond promptly and competently to his 
demand on any question of clearing house 
procedure. 


Report of Secretary Mullen 


Following the annual convention held 
in Los Angeles last year, your secretary 
endeavored to carry out the wishes of the 
members of the Executive Committee, by 
carrying on a strenuous campaign to in- 
terest as many of the smaller cities as 
possible in establishing clearing house as- 
sociations as well as endeavoring to have 
those cities which are contemplating the 
installation of the clearing house exam- 
iner system, adopt it. Our efforts have 
been quite successful due to the hearty 
cooperation of the officers and members 
of our Executive Committee and the 
state representatives of the section. 


New Clearing Houses 


During the year thirty-six new clear- 
‘ing house associations were organized 
and admitted to active membership in 
the Section, increasing the number of 
active members from 274, the number 
mecried at the Los Angeles convention, 
to : 


Clearing House Examiner System 


During the past year, a special effort 
was made to not only increase the num- 
ber of clearing house associations but 
to interest as far as possible the asso- 
ciations that had under consideration the 
installation of the examiner system. 
Our efforts have met with a large degree 
of success, as eight cities have installed 
this system of examination this year, in- 
creasing the number to thirty-one. At 
the present time twenty-nine cities have 
this under consideration and I believe be- 
fore the end of the next year, a goodly 
number will be added to those cities 
which already have it in operation. 


Acceptances 


The Acceptance Committee which func- 
tions through the Clearing House Sec- 


tion, has been cooperating with the 
American Acceptance Council in its cam- 
paign for a better understanding of the 
acceptance practice and has without a 
doubt performed a real service to the 
banking fraternity of the country. 


Condensed Financial Statement Form 


Interest in the condensed financial 
statement form recommended by the Sec- 
tion has been increasing during the past 
year. Your secretary has received hun- 
dreds of requests for these forms which 


are becoming more widely used by the 


banks throughout the country. 


Standardization of Checks 


Requests for information pertaining to 
the standardized form for checks and 
drafts are being received from time to 
time, showing that our members are more 
than willing to cooperate with the State 
Secretaries Section and this Section in 
bringing about a uniform size for checks 
and drafts. 


Report of Bank Clearings and Total 
Debits 


Our Section is cooperating with the 
Federal Reserve Board in an effort to 
have all clearing houses report to the 
Federal Reserve Bank of their district, 
their total debits to individual accounts 
weekly, so that it will be possible to build 
up a record of statistics which may in 
the future be used for comparative pur- 
poses. It was the sense of the meeting 
of the Executive Committee at White 
Sulphur Springs last May to ask the 
clearing houses to report not only bank 
debits to the Federal Reserve Banks of 
their districts but to give their weekly 
bank clearings to all financial publications 
wanting them. In addition we have 
asked the clearing houses to compile their 
total debits to banks and bankers for 
their own use. 


Universal Numerical System 


Our Numerical Committee at the pres- 
ent time is endeavoring to work out a 
plan which they hope will provide for a 
uniform method of designating branch 
banks by a numerical number in those 
cities where branch banking has become 
so popular. 


District Numbers 


Our Numerical Committee at the pres- 
ent time has under consideration the 
matter of providing district numbers for 
all checks of member and non-member 
banks which would facilitate the handling 
of them by the Federal Reserve Banks 
and their members. 


No Protest Symbol Plan 


At the present time we are working 
in conjunction with the Federal Reserve 
Board in an effort to adopt a uniform no- 
protest minimum amount. The Section 
has advocated the $20 minimum which 
has only partially been adopted by the 


banks of the country. A campaign is 
about to be started in an endeavor to 
have the institutions in favor of the $10 
minimum, adopt the $20 amount. 


The following activities are recom- 
mended for the coming year: 


That as a Section we again encourage 
in every way possible the organization of 
new clearing houses, city, county and 
country, with special efforts on the coun- 
ty organization plan. 

That every effort possible be made to 
further the extension of the clearing 
house examiner system which is working 
to the satisfaction of the bankers in those 
cities where it is now in operation. 


To cooperate with the State Secre- 
taries Section in every way possible to 
bring about a standard form of check 
and draft. 


To cooperate with the American Ac- 
ceptance Council in the further develop- 
ment of the acceptance idea. 


To cooperate with the Federal Reserve 
Board to the end that a uniform amount 
for the no-protest symbol may be adopted. 


To bring about if possible a uniform 
plan of numbers which can be adopted 
by the banks of the country in designat- 
ing their branches. 

To bring about a system whereby all 
banks will be given district numbers. 


Continue the publication of the Month- 
ly Bulletin. 


President Washburn announced the 
following committees: 


Nominating Committee: Fred A. Cran- 
dall of Chicago, chairman; Harry Haas 
of Philadelphia, and A. O. Wilson of St. 
Louis. 

Committee on Resolutions: Raymond 
F. McNally of St. Louis, chairman; Carl 
W. Allendoerfer of Kansas City; John 
R. Downing of Louisville, and Howard 
Marfield of New York. 


PRESIDENT WASHBURN: Many able 
men from our neighboring country to 
the North have joined the banking fra- 
ternity in the United States, and have 
gained fame and fortune by so doing. 

About thirty years ago an ambitious but 
evenly balanced young man of promise 
left Canada to make his home in this 
country. Inthe territory of his influence, 
namely Northwestern Iowa, Northern 
Nebraska, Southern South Dakota, and 
Southwestern Minnesota, John McHugh 
became known as a close student of 
finance, and a practical, thoroughly 
trained banking official. 

Although the territory just named is 
of great extent, enormous wealth and 
marvelous business possibilities, it was 
but natural that a man of his peculiar 
ability should aspire to broader fields 
and that larger financial institutions than 
the one over which he presided in Sioux 
City, should recognize his merit and bid 
for his services. The result you all 
know. Sioux City and its prosperous sec- 
tion lost a great financier in banking, 
and New York thereby gained one. We 
honor him as an ex-president of this 
Section who did much toward its up- 
building, and I take great pleasure in 
introducing John McHugh, president of 
the Mechanics and Metals National Bank 
of New York City. 
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The Acceptance Committee 


JEROME THRALLS, Chairman 


Your Committee on Acceptances has 
pleasure in reporting that interest in the 
acceptance method of financing has in- 
creased materially during the year; a 
refining process has been going on; a 
better understanding of the method has 
been gained and many of the abuses that 
naturally crept into the system during the 
war inflationary period and the deflation- 
ary period that followed have been elimi- 
nated. 

The work of the committee has been 
carried on chiefly through the American 
Acceptance Council—a body composed of 
banks and business concerns maintained 
strictly for educational and informational 
purposes. In this way our work has been 
conducted at the minimum cost and with 
the maximum of efficiency. The expenses 
of the committee have been $100. 


While the volume of acceptances out- 
standing is considerably below the high 
peak, it is noted that the prime names are 
still in the market and active. The shrink- 
age in volume is in part due to lower 
prices, shrinkage in our foreign com- 
merce, the return to financing with direct 
loans, and the return to the London mar- 
ket of business that can be handled there 
more conveniently and more economically 
and which was temporarily diverted to 
America during the war. 

The committee has interested itself in 
the cooperative plans under which the 
marketing and financing of our major 
agricultural products are being materially 
facilitated. The acceptance syndicate 
method is now being used to great ad- 
vantage in conjunction with properly 
organized producers’ and growers’ organi- 
zations. Through these plans, wide co- 
operation of growers, producers, banks, 
buyers and sellers is made possible with 
advantages and profits to all interested. 


The committee is continuing its efforts 
to get the laws amended in the various 
states so as to give savings banks and 
trustees of estates greater latitude in their 
investment in acceptances; also to en- 
able life insurance companies to invest in 
prime bankers bills. 

Headway is being made in the develop- 
ment of the open discount market. It 
has become a most valuable factor in 
financing our foreign commerce, in stab- 
ilizing our money market, and in supple- 
menting the commercial banks and the 
Federal Reserve banks in providing facili- 
ties for financing our domestic trade. 

While both bankers and trade accept- 
ances have demonstrated their full worth, 
much is yet to be done in order to perfect 
the acceptance method of financing here 
in America. Your committee, therefore, 
respectfully recommends the continuation 
of the work that has been entrusted to 
its care. 


Looking Ahead, the Banker’s Responsibility 


President the Mechanics and Metals National Bank, 


HE Clearing House Section of the 

American Bankers Association is, 

in my opinion, not only one of the 
most valuable divisions of the Association, 
but one of the most valuable avenues for 
the advancement of sound banking doc- 
trine in the country. It has to its credit 
the development and fulfillment of many 
constructive ideas, and will undoubtedly 
continue its good work with good results 
for many years to come. Time moves so 
rapidly and the clearing house idea seems 
to be of such recent development, that 
many of you will be surprised to learn 
that the New York Clearing House As- 
sociation, where the clearing house idea 
had its inception, will have rounded out 
seventy years of useful service within a 
few months. It was in 1853 that the 
New York Clearing House Association 
was organized, without, I dare say, a 
single one of the bankers responsible ap- 
preciating in even the smallest degree the 
future importance to the whole country 
of what they were doing. Upon the suc- 
cess of the New York experiment, clear- 
ing house associations were established in 
practically every large city of the United 
States, and today even the small cities and 
towns have come to recognize the ad- 
vantages of the system and to this end 
the indefatigable efforts of the Clearing 
House Section have been most helpful. 
Experience has proven beyond all question 
that there is no form of organization 
among banks that is less expensive to 
maintain and yet more effective and valu- 
able than that of the local clearing house 
association. It serves as a medium 
through which the banks of the com- 
munity may cooperate to strengthen and 
protect themselves, and at the same time 
better their facilities in order that they 
may render greater and improved service 
to the public. 


By JOHN McHUGH 


Every sign would seem to indicate that 
the time is not far distant when all towns 
and cities having three or four or more 
banks will have a local clearing house 
association, Our small country banks 
have far more to do with the administra- 
tion of our country’s affairs than many 
of us realize. With approximately 30,000 
banks in this country, 20,000 have a cap- 
ital of $50,000 or less and a major portion 
of them located in towns of 10,000 or less. 
These are an important factor in our 
future welfare, and this fact, reduced to 
its lowest term, means that these banks, 
because of their number, location and in- 
fluence, must cooperate locally in the same 
manner that the city banks have done 
through their local clearing house asso- 
ciation. This idea is already being carried 
out by the successful organization in many 
instances of a county clearing house asso- 
ciation, taking in all the banks in a given 
county. 

Active clearing house associations in 
our smaller cities and towns promote the 
general welfare and usefulness of the 
banks. They promote a closer personal 
and business acquaintance among the 
members, secure cooperation upon matters 
affecting their interest, and facilitate the 
free discussion of subjects of importance 
to the banking interests of the community. 


Stabilizing Force 


As a stabilizing force in any com- 
munity, the clearing house association 
proceeds about its business with so little 
visible effort that it is hardly reckoned 
as one of the guiding powers until the 
storm comes. In times of financial stress, 
the identity of the banker is sunk in the 
action of the group, and the group has 
never failed to act promptly and with 
wisdom. The achievements of the clear- 


New York 


ing house associations in the panic year 
of 1907 as well as the months following 
the outbreak of the World War, need not 
be related to you. It was in these periods 
that through the well directed use of the 
equipment and machinery of the clearing 
houses of the country, untold financial 
losses were averted. 

The Clearing House Section of the 
American Bankers Association is con- 
stantly and industriously endeavoring to 
promote this character of cooperation and 
uniformity of community ‘action. It not 
only urges and promotes prudent and con- 
structive banking but the most modern 
and effective methods to insure the great- 
est measure of service. It is needless to 
say that it should have, does have and will 
continue to have the whole-hearted ap- 
proval and support of the bankers of the 
country. 

Looking away from our own immediate 
affairs and taking the wider view, most 
of us are at times a little bit bewildered 
by all that is going on about us. At 
every preceding convention of the Ameri- 
can Bankers Association and its sections, 
interesting and pressing problems have 
been the subject of discussion. But I 
wonder if at any previous convention 
there was opportunity for discussion of 
more important problems than those 
which confront us today, problems I 
mean, that in every aspect have a tre- 
mendous and unavoidable bearing on the 
welfare of every community and every 
individual within the United States. We 
came long ago to see that the war had 
brought a great turn in the tide of our 
affairs. The four years that have elapsed 
since the war was terminated have brought 
still another and, I believe, greater turn 
in the tide of affairs. This turn has not 
been marked with the vividness of the 
war, nor by such soul-stirring events as 
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those of the tragic days which preceded 
the armistice. But it has brought us into 
an epoch that is altogether new, and we 
are today face to face with problems, 
that, as I have just said, bear tremen- 
dously and in every aspect on our welfare. 

I shall not, right off, present a pes- 
simistic recital of these. Indeed, before I 
come to mention a single one of them, 1 
wish to go on record in regard to their 
outcome that I am unqualifiedly optimis- 
tic. History has no record of civilization 
having collapsed under problems such as 
these we now face. On the contrary, its 
pages relate the fact that mankind not 
only faced such problems but overcame 
them and went forward in spite of them. 
So far as this country is concerned, I am 
optimistic because after all the initiative 
for overcoming existing difficulties and 
for attaining true prosperity lies in the 
hands of the most resourceful body of 
thinkers and the most constructive body 
of workers in the world—the American 
people. 

What impresses me so profoundly, and 
what causes me to look so confidently to 
the future is the way in which America 
has progressed in the past few years, 
despite every ominous cloud that has over- 
shadowed the country, despite every 
blunder that has been made—and there 
have been many of them—and despite the 
waste that has attended all our national 
difficulties. Dating from the outbreak of 
the war one cloud after another has dark- 
ened our progress. Deflation has been a 
trying experience. Wealth, and what was 
thought to be wealth, in many instances 
has been wiped out. Costly mistakes have 
been made, alike in business, finance and 
politics. Strikes have followed one an- 
other and have brought loss to employers, 
employees and the public generally and 
have seriously checked business. 

Against all this, we have gone forward. 
More, we have gone forward so far that 
as a people we have come to occupy a 
place of world leadership which is as 
undisputed as it is unparalleled. 


Strong Banking Position 


A brief review of our condition shows 
that we enjoy a strong banking position, 
an ease of money rates, a large industrial 
output, an abundant harvest, and a large 
buying power among the rank and file of 
the peoples. It shows an upward course 
of security values that reflects a large 
degree of confidence in the future. Money 
and credit for all legitimate purposes are 
plentiful and will continue so indefinitely. 
Crops have been good in the great agri- 
cultural sections of the country, the yield 
is abundant and far in excess of our 
domestic requirements, and the value of 
the harvest is $1,250,000,000 more than 
that of last year according to government 
estimates. 

It may be thought that this optimistic 
view is somewhat narrow because it is 
national; that while we have made prog- 
ress other people have gone back; that 
eventually misfortune abroad must tell 
on us. It is true that our happiness bears 
a contrast with that of other people. Eu- 
rope in particular is weighted down with 
difficulties, and its peoples are blocked at 
every turn from attaining true comfort 
and prosperity. But even with regard to 


, 


Europe, none of its difficulties has kept 
the world from moving, and what should 
offset pessimism is the repeated measure 
in which the difficulties of that continent, 
which were thought by every one too 
heavy to bear, have been tided over. 

Go back to 1919, the first year after the 
war, and recall the extreme pessimism 
which pervaded public opinion regarding 
the then existing business and social con- 


-ditions.. That pessimism was not war- 


ranted. The public judgment was wrong, 
just as it has been wrong every time that 
an imminent social collapse or financial 
crash has been predicated for one or an- 
other European country. Europe has not 
by any means overcome its terrible war 
legacy, and at times it is true it does seem 
destined to go down under its weight. 
With certain exceptions, however, its 
countries, have borne up for four years 
under that legacy, and have made head- 
Way against terrific odds. So there is 
every sound reason to believe that socially 
and economically Europe will eventually 
recover. 

Europe, by its present suffering, is pay- 
ing a part of the price of the war that de- 
stroyed ten million lives, wiped out three 
empires, warped all conceptions of right 
and wrong, and dissipated the wealth 
accumulated over three generations. 
Russia is today poverty-stricken and iso- 
lated. Austria is no longer even a 
shadow of its former self; Germany 
bears a burden that drags heavily upon 
her. The misery of people in those coun- 
tries which are the greatest sufferers from 
the war finds its reflection everywhere. 
It underlies, or at least directly affects, 
virtually every problem that confronts 
us. 


Ground for Hope 


Yet there is ground for confident hope 
regarding the future of Europe, and I 
believe that this hope will be increasingly 
realized. I am especially inclined to say 
this because Europe’s chief difficulties 
are at last crystallized, and have forced 
an increasingly sympathetic treatment on 
the part of those men whose hostility to 
one another, until recently, and whose 
bitter jealousy and misguided national 
ambitions, kept them from coming to any 
common agreement. 

A notable sign of change abroad is the 
recognition of the dominance of economic 
forces over political forces. The great 
mistake of those who drew the Peace 
Treaty of 1919 was that they set political 
forces over economic forces, and estab- 
lished borders and dictated policies on a 
basis of political expediency without 
proper regard for economic relationships. 
This mistake was carried forward, and 
so long as Europe’s point of view was 
primarily political, no economic stabiliza- 
tion could be looked for. “Indeed,” to 
quote from a recent letter from one of 
England’s leading banks, “it may be said 
that the present sorry position of Europe 
is due to the refusal to face facts, a pol- 
icy which seems to have dominated states- 
men since the war was brought to an 
end.” 


Stabilization of Europe 


It will be remembered that the Genoa 
conference and the Hague conference 


failed and the Paris conference of the 
past summer disbanded without success 
because of the hostile and unbending at- 
titude which statesmen bore to one an- 
other. For the moment, matters continue 
for the most part in the hands of those 
same statesmen. They are showing, how- 
ever, a marked change in their attitude 
toward one another and in their point of 
view. Tolerance and a capacity to work 
out problems from now on must be es- 
sentially the attributes of those entrusted 
with the practical supervision of existing 
affairs, if those affairs are to. work out 
properly. 

The fundamental remedy for the plight 
of Europe is what may be called, in a 
general term, stabilization. We have 
heard time after time that stabilization 
cannot be artificially hastened, but that 
it must come as a result of the remorse- 
less working of economic laws. But 
as a matter of common sense Europe’s 
leaders cannot permit chaos to dominate 
their acts without some intelligent and 
cooperative effort to put matters right. 
The economic weakness of every country 
abroad springs from the destruction of 
international confidence. It can be swept 
away only as international confidence is 
restored, and as the interchange of credit, 
on a firm basis, is renewed. 

This means that international obliga- 
tions must be adjusted in a way that will 
permit individual nations to progress. It 
means a balancing of national budgets, an 
ending of the orgy of inflation, and a 
return of currencies perhaps with the help 
of our gold—to a fixed standard. 

A unity of ideas among the nations re- 
garding credit is a prerequisite of any 
constructive action with respect to their 
most pressing problems. Hence, before 


_ gold begins to flow back to Europe, be- 


fore disordered currencies are taken in 
hand, and before international exchanges 
are regularized, a real basis for peace- 
time relations must be adjusted, and then 
made fixed and certain. The huge debts 
due by nations to one another must be 
compromised where necessary and then 
funded. New long term credits, for the 
purpose of stabilization, must be granted. 


Too Much Advice 


These problems are primarily for Eu- 
rope to determine, and perhaps it be- 
hooves us to refrain, as we have been ad- 
vised to do, from giving too much “smug 
advice” for solving them. But they are 
related very directly to the trade and 
prosperity of the United States, as we 
have already learned, hence it cannot be 
considered bad taste on our part to give 
voice to the hope that these problems 
will soon come to settlement through 
negotiation and conference and in a spirit 
of tolerance and good will. 

Some of us perhaps feel that we have 
no interest in the fixing of the German 
reparations. As a matter of fact, this 
particular proposition has a very signifi- 
cant interest for us, not only because of 
its fundamental relations to international 
trade and finance, but because of the ex- 
tent of America’s contribution thus far 
to the payment of the reparations. 

There are no exact figures available, 
but it is conservative to say that several 
hundred million dollars of American 
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money has been invested (with the hope 
of profit on the part of the individual 
buyer, it is true) in German marks, at 
prices ranging from 8 cents downward. 
The Comptroller of the Currency has 
estimated the total of all foreign cur- 
rencies bought by Americans at $500,000,- 
000; the bulk of this outlay, in all likeli- 
hood, was for marks. In addition to the 
paper marks actually owned and held 
here in the shape of currency, there is 
alse a large amount of marks purchased 
through regular banking channels and 
held within Germany itself, on deposit 
in banks. 

In this manner, American funds, with 
the funds of people of other countries 
outside of Germany, have been placed at 
the disposal of Germany, so that instead 
of Germany itself making the full pay- 
ments for reparations, nations that were 
victorious in the war have made a very 
considerable contribution. 

The process has been simple enough. 
Germany has no favorable foreign trade 
balance out of which to meet its foreign 
obligations, and has been unable to secure 
outside loans for that purpose. Hence, 
those in control of its finances have 
turned out billions and tens of billions of 
paper marks, selling them in large part 
in outside countries for whatever gold 
value they could obtain, and turning that 
gold value over in payment to Germany’s 
creditors. By selling marks the German 
interests have established balances in 
New York and elsewhere, against which 
they have drawn to apply on their repa- 
ration payments. 


America Has Helped to Pay 


In brief, then, America has contributed 
handsomely, although unintentionally, to 
the payment of Germany’s war penalty. 
How costly the operation has been may 
be judged when it is pointed out that at 
current quotations, the marks for which 
an American paid, let us say, $100 are 
worth less than $2. This difference, mul- 
tiplied by as many times as there are 
Americans who bought marks, measures 
our present loss through Germany’s vio- 
lation of every sound rule of finance, by 
which, when all is said and done, so many 
of our people have been victimized. 

The German mark has ceased to be the 
attractive investment it was heretofore 
thought to be by Americans who had 
confidence in German thrift and indus- 
try, hence the volume of American dol- 
lars that was going into marks has 
greatly decreased. And it is safe to as- 
sume that this same attitude has been 
taken in other countries where the pub- 
lic heretofore bought heavily of marks. 
The result has been a greatly reduced ad- 
dition to Germany’s credit balances 
abroad. With its marks unable to estab- 
lish large foreign balances, without a sub- 
stantial foreign trade balance, and with- 
out credit against which it can borrow, 
Germany is hard set to meet the repara- 
tion terms, hence we have every reason 
to believe that an early understanding 
will be reached which will avert’ utter 
chaos with respect to Germany’s finan- 
cial affairs. 

From a trade viewpoint, our interest 
in all of this is very direct. Germany 
as an industrial nation has always occu- 


pied a large place in the trade of the 
world. Although an exporter of finished 
goods in competition with ourselves it 
has been a large buyer of our raw prod- 
ucts. We look for Germany in the future 
to buy heavily from the United States, 
and we have, therefore, more than a pass- 
ing interest in the terms that are fixed 
upon Germany by which its obligations 
are to be permanently established, and 
by which its future place, economically 
among the nations, is to be determined. 

With regard to international financial 
relations generally it is an intolerable sit- 
uation that we contemplate at present, 
no matter what the angle of our view. 
As for the part we have to take in mend- 
ing matters, that must, of course, depend 
upon how Europe’s statesmen rise to their 
opportunity ; it must be governed by their 
plans. When it is seen that the point 
has been reached where America can be 
really helpful in working out the solu- 
tions, I have no doubt that we will change 
our present inclination to stand aloof, and 
will, both with our counsel and tangible 


aid intelligently directed, do our proper’ 


part in solving the major difficulties which 
beset the world. 

Though this may still be a time for 
“watchful waiting,” it would be helpful 
to ourselves as well as others were we 
officially represented abroad on the com- 
missions which are striving to settle con- 
troversial questions and aid recovery. 
Our representatives would not need to 
have the power to involve the United 
States in tangible commitments, but they 
could have a voice in the settlement of 
disputes and in the consideration of these 
measures which affect the destiny of 
nations which are debtors to the United 
States and are the principal oversea buy- 


_ ers of our products. 


I have seen copies of cartoons appear- 
ing in foreign newspapers which show 
Uncle Sam, sleek and satisfied, seated at 
his door comfortably enjoying a cigar, 
while across the water from him Europe 
is shown burning up, its miserable people 
helplessly looking on. To make their 
point, cartoonists exaggerate their sub- 
jects; still, there is enough in the pic- 
tures which are appearing to make us ask 
ourselves seriously whether Europe’s 
condition, which is a result of its war 
calamity, has not a larger bearing on 
America’s destiny than some of us are 
still willing to recognize. 


American Isolation 


I am not going to offer criticism of 
American isolation. Nor shall I plead 
for less absorption in our own affairs. 
If we are blessed with courageous and 
clear-sighted leadership, we are bound 
eventually to go beyond our isolation bar- 
rier as far as we should go, and in any 
case, time is bound to widen our vision 
and adjust our absorption in domestic 
affairs. Our own affairs must of course 
always come first; your home and family, 
and mine, mean more to you and me than 
anything else in the world. Then, too, 
there is so much for us to do at home; 
opportunity was never greater. Sir 
Auckland Geddes, the British Ambassa- 
dor to the United States, showed his un- 
derstanding of this when he said last 
July in a speech made in London: 


“America has given to the world the 
riches of a continent which but yester- 
day was a wilderness. Of course she is 
absorbed in her own affairs. How could 
she be otherwise? Her thought is in that 
tremendous. structural and _ industrial 
work which has made her one of the 
greatest nations on the earth. That is a 
problem as close to her as our problems 
are to Europeans.” 

Our tremendous structural and indus- 
trial work, however, have been built up 
not in relation to our own markets alone. 
They have been built up to gain as well 
the benefits of the broad markets of the 
world. Our civilization is tied up very 
closely with the civilization of other 
people, and this means that our standard 
of living is dependent in a large degree 
upon the standard of living in other parts 
of the world. Therein lies our interest, 
beyond the common human interest in our 
fellow man, in hastening the recovering 
of Europe. 

The time, then, has come to determine 
upon a definite policy with regard to the 
Allied debts to the treasury of the United 
States. Other speakers during this con- 
vention week are to make this theme 
their topic, and I will not therefore pre- 
sume to anticipate what they are to say. 
At the same time I feel that my discus- 
sion would be incomplete without refer- 
ence to these debts, which next to Ger- 
many’s reparations obligations, comprise 
the world’s greatest and most complicated 
single problem of international finance. 


Compromise—Not Repudiation 


To date these debts amount to approxi- 
mately $11,700,000,000, adding accrued in- 
terest to principal. The debts are fairly 
due. At no time were they considered in 
the nature of a free gift. On the con- 
trary, they have been recognized and 
acknowledged as the solemn obligations 
of individual sovereign states, and there 
has been no suggestion from a single one 
of these of repudiation. At the same 
time, circumstances have arisen so far 
beyond the control of those concerned 
that the proposition is seriously made to 
cancel these debts in whole or in part. 
This involves compromise, not repudia- 
tion. Compromise is prompted by the 
abnormal state of international exchanges, 
the difficulties of the world’s credit prob- 
lems, and the circumstances under which 
the obligations to us were contracted. 

With respect to the debts of other gov- 
ernments to us, growing out of the war, 
the determination of the question 
whether they should be cancelled in full, 
in part, or not at all, should be given 
careful study by the American people 
generally, for the reason that we can 
progress to a solution only when and so 
far as public opinion and understanding 
approve. By dealing in a large visioned 
and liberal manner with the debts due 
us, and exercising our credit power wise- 
ly, we can go a long way to mitigate the — 
circumstances which keep Europe in tur- 
moil. If any portion of the debt be can- 
celled eventually, a direct benefit may re- 
sult to us even though at first it would 
look as though American taxpayers were 
being penalized for the benefit of others. 


A partial cancellation would be a con- 
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tribution to world stability on our part 
if it served the purpose of compelling an 
adjustment of the difficulties which now 
serve as a curse on Europe. Such a 
partial cancellation could readily be made 
contingent upon agreements as to the 
balancing of budgets, the curtailment of 
inflation, the reduction of armaments and 
the elimination of governmental waste. 
There is to be considered in connection 
with the compromising of foreign gov- 
ernment loans, the extension of new loans 
to those very interests who are relieved 
from existing obligations. As time goes 
on, new loans will be called for ; measures 
will be taken abroad to secure our sur- 
plus gold; loans will be negotiated in the 
interest of trade. With a capacity for 
production beyond our own immediate re- 
quirements, we shall continue to look to 
foreign markets for an outlet for that 
over-production. Our cotton, wheat, cop- 
per and oil, to mention only a few raw 
products, and a large number of manu- 
factured materials, are produced in 
greater quantity than we ourselves can 
use. Whether we will go on with the 
over-production in the future depends on 
whether foreign markets absorb our sur- 
plus, and that, in turn, depends in large 
measure on whether we can and will 
adequately finance our foreign trade. 
This will continue to be one of our 
national problems for some time to come. 
But do not misunderstand me in this: 
It is not my purpose to maintain that the 
United States should henceforth indefi- 
nitely turn over every year a great sur- 
plus of goods to consumers abroad, piling 
up endless credit balances until they grow 
so large as to destroy all hope of their 
settlement. Europe indeed needs gold, 
goods and credit, and we are in a position 
to furnish them. The increase of our in- 
vestments in foreign securities would en- 
able foreigners forthwith to increase 
their buying power, and in that degree 
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would enlarge our exports. This would 
mean shipping goods abroad on credit, 
and everyone familiar with the history 
of the past few years recognizes that 
today’s economic maladjustment between 
Europe and the United States traces its 
cause to that practice. Europe gave its 
notes for billions of dollars’ worth of 
American goods, and the result has been 
an unbalancing of the international scale- 
pans to a degree that would have been 
regarded as inconceivable before the war. 

Additional foreign investments by ‘the 
United States will not constitute a per- 
manent remedy for Europe’s malady ex- 
cept on one condition; that is, if they are 
followed by a vast increase in Europe’s 
productivity, resulting in large annual 
payments to us against the charges ac- 
cruing on these investments. If we re- 
ceive such payments in the form of 
goods, can we hope, other things being 
equal, to maintain a permanent large ex- 
cess of exports over imports? The an- 
swer quite obviously is “no.” Our com- 
merce needs to be carried forward on the 
primary principle of an exchange of 
goods; imports of those things which we 
do not produce cheaply should balance as 
far as possible the export of those things 
which we produce in abundance. 

Where credits are from now on granted 
to finance a surplus of exports over im- 
ports, they should be granted with the 
utmost care, with a full appreciation of 
their proper relation to the primary prin- 
ciple of foreign trade, and with a definite 
understanding regarding their payment. 

In considering all these things we must 
look forward to the time when Europe 
recovers its place in trade, and we must 
prepare ourselves for the inevitable ad- 
justments which are to occur. We shall 
not always be coincidentally the world’s 
greatest creditor and export nation on 
balances. Nor, I take it, would any of 
us want to be. 
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The moral and financial power of the 
United States is greater than has ever 
been known of any nation in civilized 
history, and in considering this in con- 
nection with all our international prob- 
lems, we should keep in mind that we, as 
the great creditor nation of the world, 
occupy a position directly opposite to that 
which we occupied prior to the war, and 
it is well to have in mind, too, that by 
helping others to help themselves we shail 
indirectly help ourselves, and reflection 
will be found in improved domestic con- 
ditions and values. 

America can afford to look forward 
with assurance to its future, not only be- 
cause of its supreme strength and the in- 
telligence and adaptability of its people, 
but because every lesson of its history 
teaches that in overcoming its crises it 
has always given a new and firmer direc- 
tion to its prosperity. The amazing thing 
about our complex civilization is that 
every situation, supposedly unsolvable, 
has been solved, and that through it all 
our civilization has gone forward to 
higher levels. 

I have confidence that if our important 
problems receive the careful thought and 
study they are entitled to, on the part of 
the public generally, the correct solution 
of all of them will be found. But let us 
face them and not temporize with them. 
I say this because I feel that the civiliza- 
tion of the future rests in no small mea- 
sure on American manhood. That it will 
go forward is a conclusion which none of 
us will question for a moment. But to 
carry it forward, direction and guidance 
are needed. This means _ leadership. 
“Time and nature,” wrote Ralph Waldo 
Emerson in one of his famous essays, 
“vield us many gifts, but not yet the 
timely man.” Let us believe that what 
Emerson wrote fifty years ago will not 
apply now; this truly is a time, more 
than ever, for “timely” men. 


West Point from the Hudson River 


Brown Bros, 
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N August 18 the President of the 

United States, in the performance 

of his constitutional duty of ad- 
dressing the Congress on the state of the 
nation advised, ‘““The simple but signifi- 
cant truth was revealed that, . . . 
the country is at the mercy of the United 
Mine Workers.” If this land, where as 
Lincoln said at Gettysburg— 


“our fathers brought forth a new 
nation, conceived in liberty”— 


has passed under the yoke of bondage, if 
we must indeed now bend the knee and 
bow the head to tyranny, we may well 
consider all other matters for the time of 
minor importance. It is unthinkable that 
this country, where all have had equal op- 
portunity, where the 
individual energies of 
man have been un- 
cramped by oppres- 
sive social institu- 
tions or absurd dis- 
tinction of caste or 
class, is to have the 
powers of the more 
highly gifted as well 
as the general wel- 
fare stifled by this 
monstrous growth. 

What is the Labor 
Union, and what is 
the meat on which it 
feeds, that- it has 
grown so great? 

The modern labor 
organization rests 
upon a definite sep- 
aration between the 
functions of the man- 
ager, the capitalist 
and the workman, 
between the direction 
of industrial opera- 
tions and their exe- 
cution in detail; be- 
tween the brain 
worker and the prop- 
erty owner on the 
one hand and the 
manual workers on 
the other. 

Existing in one 
form or another for 
perhaps 200 years, it 
is only since 1860 
that it has acquired 
great financial 
strength and perma- 
nence of member- 
ship, through a com- 
bination of the func- 
TONS OL mame tauatdne 
protective society; 
with the calculated 
pressure brought by 
the dominant spirits 
upon the isolated, 


unprotected individ- 
ual; and a transfer 
of the leadership 


from the casual en- 
thusiast and agitator 
to a class of perma- 
nent salaried officials. 


Labor Unions 
By ie LOREE 


President, Delaware and Hudson Company 


The total membership of these unions 
ageregates about 3 per cent. of the popu- 
lation and 8 per cent. of those engaged 
in gainful occupations. What gives them 
significance is their massing so as to form 
a powerful element of the industrial world 
in certain industries; mining, transporta- 
tion, the textile, building and machinists’ 
trades. 

The skeleton of the trade union world, 
and the vital element in its politics, are 
the permanent salaried officials, some 
20,000 or more. Its government’rests ex- 
clusively in the hands of the officials. of 
the great associations, numbering less 
than a thousand, and these in turn are 
dominated by an inner circle of a few 
score men. 


L. F. LOREE 


Underwood & Underwood 


We seem to have passed from the con- 
dition of “organized labor” to a condition 
of “labor professionally organized,’ where 
the great mass responds to pressure from 
above, exploiting and being exploited for 
the benefit of its rulers; whom President 
Harding suggests have now become our 
rulers. 

For the most part their avowed policies 
are rank economic heresies—the creation 
of an artificial scarcity of labor by limit- 
ing the number of apprentices to one for 
four or five journeymen and extending 
the term of the apprenticeship over an 
absurd length of time, by enforcing a 
limitation of handy men, by limiting their 
progression in the trade, by keeping out 
aspirants by large initiation fees or 
other penalties, by 
restricting output; 
while opposing as a 
deadly curse all. la- 
bor-saving devices 
whether of machan- 
ical tools, power de- 
velopment and trans- 
mission, or the effort 
of management 
through piece-work 
bonuses or other 
skillful arrangement 
of organization. 

Frank Tannen- 
baum, 7a 2a dalciaul 
unionist, saying pub- 
licly what he claims 
the others say in sec- 
ret, states in his re- 
cent book — “The 
Labor Movement”: 


“Unless we see the 
labor movement as an 
irresistable coming to- 
gether of men in terms 
of the tools and the 
industry which they use 
in common, for purpos- 
es of greater security 
by more effective con- 
trol of them, we can- 
not and do not under- 
stand the labor move- 
ment “at alli ya Dre 
struggle of the worker 
and the employer is an 
inevitable one until 
either the worker has 
been reduced to an im- 
potent tool of the profit 
motive in industry has 
been displaced. 
To do this it is neces- 
sary also to control the 
state. 

“The method of the 
labor movement is to 
make the function of 
an industrial group a 
conscious group  func- 
tion, . . to transfer 
the power of the com- 
munity and discipline, 
from a political to an 
economic affiliation. . . 
Power shifts from the 
political grouping to 
the industrial, as the 
workers organize.” 


With these frank 
statements of the 
aims and implications 
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of organized labor there go equally frank 
statements of its practices: 


“The eight-hour day serves many purposes. 
But the one which is predominant in the minds 
of the workers is the belief that it will make 
more work and will make what work there is 
last longer. Next to the hours of 
labor that a man may work is the amount of 
work a man may do during those hours. 
Limitation has become a general policy for 
the workers. The theory of the 
survival of the fittest has no economic impli- 
cations within an organized group of workers. 

It works by cumulatively reducing 
economic incomes, economic ambitions and 
economic incentives to a common denominator, 
wiping out the differentials between the un- 
skilled and the skilled.” 


As to the future, Mr. Tannenbaum’s 
attitude is happy-go-lucky. He posits 
the question, “What will happen to in- 
centive?” and his own reply is: 


“the easiest and probably the best answer 
that can be made is that it will take care 
of itself.” 


In all these things they war against 
society, whose vital interest is increased 
production, an interest, could they but 
see it, especially vital to labor, unionized 
Of ree: 


Wages 


What can we say of wages? When 
business is brisk the very formalism of 
organized labor prevents the rise in the 
wages of its members from being as rapid 
as that of free labor, while when business 
is slack their efforts to retard the decline 
in wages affects the nominal rather than 
the real wage, the pay check rather than 
the purchasing power. This benefits no 
one since the level of wages is reflected 
in the level of prices, while refusal to 
adjust wage rates diminishes earnings 
by preventing continuous employment. 
Everyone is interested in seeing that the 
workman gets a liberal wage. It insures 
a high standard of living, of the first 
importance, not only to the individual and 
his family, to the community and state, 
but to the future of society and the race. 
If you were moved only by selfish inter- 
ests you would have to bear in mind that 
wages are the most rapidly flowing of all 
the streams of money and so the source 
of the largest profits to the traders. 


Just as you are interested in a liberal 


wage scale so are you interested in the 


effort to set a proper limit to the duration 
of toil. But this question is to be re- 
solved not by appeals to sentiment or 
emotion, but by the dry light of reason. 
What do we know about hours of labor? 
Only this, that if we all stopped work 
the last survivor would be dead in eighteen 
months, and that formerly working ten 
hours per day we were all in a high state 
of advancing prosperity. The eight-hour 
day and the six-hour five-day week have 
never been subjected to the test of ex- 
perience. What we can say with con- 
fidence is that the spread between eight 
and ten hours is sufficient to take up if 
properly utilized all the fluctuation of 
good and bad years; to stabilize labor 
and insure continuity of employment; and 
to avert the growing demand that we 
again open the doors to a flood of un- 
restricted immigration. 
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Right to Organize 


The assertion that “the right to or- 
ganize is denied” is a man of straw set 
up to be knocked down, What is of 
moment is the implications of the organi- 
zation; whether it lacks the ability to 
maintain itself unless, as set up in the 


recent proceedings of the Attorney Gen- 


eral at Chicago, it resorts to murders, 
beatings and sluggings, shooting of men 
at work, poisoning their food, beating and 
terrifying their wives and children, and 
destroying the property of employers; 
rising from misdemeanor to criminality, 
from abusive language to the bombing of 
the Los Angeles Times or the massacre 
at Herrin, Illinois; whether the attack 
upon the individual, the use of the organi- 
zation to close-the-shop to all not of its 
membership, condemning the others to a 
living death, or whether the incessant at- 
tacks upon the police power of the state, 
the condemnation of the state’s constabu- 
lary, the state’s militia, the injunction 
power of the state’s courts and all other 
of its instruments of power, evidence the 
purpose to set up the supremacy of the 
union over and above the law of the land. 

No society or state may regard with 
unconcern the growth within its midst of 
“secret societies.” The “Order of the 
Illuminati” and the “Jacobin Club” of the 
French Revolution and of the “Terror” 
have their logical successors in organiza- 
tions which in our time seek to over- 
throw the government and grasp the reins 
of power. Only the entire citizenry can 
be loyal to a form of government. A 
particular class will attach itself to the 
government only if the government con- 
fers benefits upon it. It is’ to the inter- 
est of every citizen that we should have, 
as our fathers contemplated, a common- 
wealth founded upon industry and fru- 
gality and recognition of the rights of 
those who save and invest, wait and lead, 
take risks and responsibilities, as well 
as upon those who obey and work with 
their hands. 


Have We Lost Faith? 


What has made possible this growing 
menace? Is it that we have lost faith 
in ourselves and in our work? 

John Maynard Keynes, writing on the 
“Economic Consequences of the Peace,” 
says: 

“We are faced in Europe with the 
spectacle of an extraordinary weakness on 
the part of the great capitalist class. The 
terror and personal timidity of the individuals 
of this class is now so great, their confidence 
in their place in society and in their necessity 
to the social organism so diminished, that 
they are the easy victims of intimidation. 

- . Now they tremble before every insult, 
2 and they will give you any ransom 
you choose to ask not to speak of them harshly. 
They allow themselves to be ruined and alto- 
gether undone by their own instruments, 
governments of their own making, and a press 
of which they are proprietors. Perhaps it 
is historically true that no order of society 
perishes save by its own hand.” 


Capital hds no reason to be abashed 
by any analysis of the part played by it 
in civilization. It has made that civiliza- 
tion possible. It has given to every hour 
of honest toil more than it could have 
obtained under any other system. At 
their worst our times because of it are 
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better than what went before. Every 
capitalist ought to understand this, to 
make it his living faith, and to be by it 
inspired with courage. Let us recall the 
saying written upon the front of our great 
Public Library “Truth beareth away the 
victory.” 


If He Lose Himself 


In the Holy Bible that was for our 
forefathers their sufficient guide of con- 
duct, the question is put, “for what is a 
man advantaged if he gain the whole 
world, and lose himself or be cast away ?” 
In one aspect you have this question be- 
fore you every working hour. In your 
every transaction you have to consider 
the security of the principal and the rate 
of return, and always the first is the 
primary consideration. Can you not 
carry that practice into the larger affairs 
of life? Can you not for the immediate 
future be content with smaller returns to 
make safe the accumulations of the past, 
both material and spiritual? You give up 
to the government a substantial part of 
your income. Can you not add to this 
outgo a fraction more as a matter of 
insurance, and what is of greater mo- 
ment, a substantial portion of your time 
and thought? 

How may this be applied in the mat- 
ter I have been discussing? 

I would not have you think that I am 
unsympathetic with labor. It is because 
I am sympathetic with it that I venture 
on these suggestions. Labor needs help 
from the outside. It needs to be rescued 
from an organization that has become its 
tyrant and which the President says has 
become ours. 


Suggested Laws 


If we bring about that orderly arrange- 
ment of our ideas that alone gives value 
to the human mind, and utilize that fore- 
sight which gives its greatest value to 
science, we may greatly benefit the la- 
borer in his safety and comfort without 
in any way failing in the equally impor- 
tant object of benefiting him intellectu- 
ally and spiritually. I would then for the 
preservation of society and for labor’s 
direct and immediate benefit make these 
provisions in our laws: 


1, That any voluntary association of 
seven or more members may sue or be sued 
in the name of the association, service of 
process upon any officer, manager or business 
agent of such association to constitute service 
upon the association. 

2. That such associations shall keep their 
records in form prescribed by public authority, 
that their accounts shall be at all times open 
for inspection and audit, that annual report 
thereon shall be made, and that the use of 
funds of the association for political purposes 
shall be a criminal offense. 

3. That the authority of the designated 
officer of the state to deal with labor disputes 
shall include the duty to make inquiry con- 
cerning matters in dispute with the right to 
subpoena witnesses, examine them under oath 
and require the production of books and papers 
in order to enable him to ascertain all facts 
material to the dispute and to furnish the 
public and every employer and _ employee 
entitled to vote upon the questions of strikes 
and lockouts involved, with a copy of his report, 
and that notice of the intention to strike or 
lockout must be made to such officer at least 
14 days before the date fixed for such action. 
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4. That every ballot cast for strikes or 
lockouts shall be so safeguarded as to preserve 
the freedom of the voter and the decision at 
which he has arrived and to that end that 
the designated officer of the state shall be 
charged with the duty of supervising the vote 
so as to insure a secret ballot free from 


Symposium 


NE of the special features of the 
O program of the Clearing House 

Section was the symposium on 
Clearing House Bank examinations led 
by Charles H. Meyer, Chief Examiner 
of the Chicago Clearing House. 

I want to digress, gentlemen, just long 
enough to express my most sincere ap- 
preciation of the wonderful work Mr. 
Mullen has done in the past few years 
in bringing this Clearing House Exam- 
iner proposition up to the different Clear- 
ing House Associations and I think I 
would be making a mistake if I did not 
include in that our good friend, Mr. 
Coates from Cleveland, Clearing House 
Examiner for Cleveland. 

Now as Clearing House Examiner for 
Chicago, the city which first adopted this 
system in June, 1906, sixteen years ago, I 
believe I am entitled to evidence a par- 
donable pride and enthusiasm in lauding 
its merits, for in the eight years that I 
have held this position, I have become 
more and more impressed with the great 
results obtained in the practical appli- 
cation of this method of bank inspection. 

Suffice it to once more call attention to 
the fact that not one dollar has been lost 
to a clearing house bank in Chicago since 
this system was inaugurated. 

And also that nearly all the large cities 
and many of the smaller ones have fol- 
lowed our lead and established this 
method in recognition of the practical 
results obtained. 

I could elaborate at great length in 
placing before you the various illustra- 
tions as to why, in my estimation, this 
system is so practical in application, but 
this I believe is not necessary, for you 
examiners, having had experience in this 
line of work recognize the logic of this 
observation. The system, I believe, re- 
ceives its maximum test in Chicago. We 
now have 120 banks under clearing house 
supervision, where we had only seventy 
odd in the beginning of 1921. 

This increase is a reflection of the 
recognition by our banks that it is one 
of the greatest assets they have in being 
able to advertise to the public that they 
are under Clearing House supervision. 

In all of my interviews with the va- 
rious gentlemen who have come to 
Chicago to look into the examiner system, 
they have at all times given me the im- 
pression that the greatest stumbling block 
in organizing clearing house examination 
departments consists in the fact that the 
banks in the particular community do not 
like the idea of four or five or six fel- 
low bankers, all competitors in the com- 
munity, sitting around a table and mulling 
over their business. 

I cannot blame any of you for. having 
that impression because theoretically that 


intimidation or misrepresentation, and _ its 
honest count, The vote should be the definitive 
action and not be subject to the veto or use 
of the chief officer. 


The labor unions cry to Heaven that 
they have the “right to organize.” No 


on Clearing House 


is what is done, but practically it is not. 
Right there, the point comes up that in 
the organization of your clearing house 
examination departments, the greatest 
factor of success or failure lies in the 
man you will select for your clearing 
house examiner, and the latitude you will 
allow him, or rather the responsibility 
you will place upon him in finally coming 
to your committee and assuring you 
whether or not that bank is being oper- 
ated along conservative lines; in other 
words, that the depositors’ money is at 
all times safe. 


Possibilities of Cooperation 


I have always believed that if this work 
is done properly, with the wonderful co- 
operation we get from local men, sitting 
around a table in a particular city, that 
long before a bank can plow through its 
capital and its surplus, into the depositors’ 
funds, it will stop them. 

As we have always said in Chicago, in 
the sixteen years that that system .has 
been in force we have succeeded in do- 
ing that. Of course, we are human like 
any one else, but it comes nearer being 
the greatest piece of machinery to insure 
guaranteeing of bank deposits—the dream 
of the banker’s life—than anything that 
has yet been devised. I do not believe 
legislative enactment can ever come any 


_where near being as practical in appli- 


cation as the clearing house system. The 
reason is that all problems are local. You 
do not have to wait and reach the center 
of authority one thousand miles away. 
You are not governed by any political 
preferment in appointments of your ex- 
aminers. The men on that force are ap- 
pointed for their ability and they are 
kept there as long as possible, because 
the longer a man is on an examining 
force the more valuable he becomes. 
Therefore, they are not changing with 
every administration. 

The point that I want to make on the 
title of this subject just as briefly as pos- 
sible is to explain to you how we handlé 
that feature in Chicago. 

The examiner, in the first place, is not 
allowed to show his report of examina- 
tion to the Clearing House Committee. 

At the completion of each examination 
he hands a report in full to the president 
of the bank, each director receiving a 
notice that the examination of that bank 
has been made as of a certain date and 
that this report is in the hands of the 
president for his perusal. Attached to 
this letter is a receipt which he must 
sign, stating that he has received the 
examiner’s notice. At any future time 
should the question come up and he would 
say, “Well, I didn’t know the condition 


one denies it—but let them in the exer- 
cise of the right assume the responsibili- 
ties it entails. If they claim the latitude 
and advantages, let them also share the 
restrictions and burdens of organizations 
of capital. 


Examination 


the bank was in,”’—this receipt would be 
pushed under his nose so to speak. That 
receipt is never allowed to be signed by 
his secretary; it must be signed in person. 

The examiner prepares a short letter 
of what he calls his “committee letter,” 
in which he simply hits the high spots, 
telling the committee what he has ac- 
complished while in the bank. They do 
not want him to come there and say that 
“T recommend this and that.” They be- 
lieve there should be enough intelligence 
on the examiner’s side and also in the 
bank that when these problems come up, — 
they can get on common ground in a 
short while and settle them. 

In all of my eight years’ experience as 
examiner for Chicago I have not once 
seen the least intimation, direct or in- 
direct, of any member of that committee 
trying to find out the business of his 
neighbor. 

Mr. Witson (St. Louis): May I say 
a word in behalf of the banks enjoying 
the benefits derived from clearing house © 
examination. I am sure you will pardon 
me for being a close second of Mr. Meyer 
when I tell you that we were a close 
second to Chicago in establishing the sys- 
tem. We are always glad to follow in 
the lead of a great city and when Chicago 
established that system, they took away 
from our section James B. McDougal, — 
now Governor of the Federal Reserve 
Bank, and made him examiner for the 
clearing house banks of Chicago. We 
very shortly thereafter established the 
system in St. Louis. 

I have always been very much inter- 
ested in helping in whatever way that I 
could to advance the system. I feel that 
I have a right to talk about it because I © 
spent some five years as an examiner 
myself, following which during my period — 
as an officer of a bank I was a member 
of the Clearing House Management Com- 
mittee, which committee as you know has 
under its direction the examination sys- 
tem. I want to say to you, especially to 
those of you who may not yet have the 
system in your own city, that there can 
be no other plan in my mind which af- 
fords such a splendid measure of pro-— 
tection to the depositor, to the stock- 
holder, and to the general public as well. — 

Before sitting down I do want to pay — 
a tribute to those who have been men- 
tioned: Mr. Francis Coates, who has 
worked so earnestly all these years for 
the advancement of the system; to men 
like McDougal and his splendid successor, 
Mr. Meyer; Mr. Hanna of New York and 
Mr. John W. Wilson out in Los Angeles; 
our own man in St. Louis, Mr. Clabaugh, — 
and others, because, after all, it is the 
examiner who has much to do with mak-_ 
ing the system a success or a failure. 
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I simply rise, more than anything else, 
to earnestly recommend to every city 
which has not adopted the clearing house 
system of examination that they do so 


at the earliest possible moment. (Ap- 
plause. ) 
In Philadelphia 
Mr. Harpt (Philadelphia): I think 


' Philadelphia was the second city in the 
country to establish a clearing house sys- 
tem of examination. That was in 1909. 

To the point under discussion, I agree 
with Mr. Meyer, and it is universally 
conceded that the greatest objection to 
the clearing house examination system 
is the question of secrecy. He antici- 
pated me when he said that (and this is 
a little immodest) the right man should 
be gotten in the first place, but let the 
man so deport himself that he has the 
confidence of the banking community as 
well as the confidence of the committee. 

Then there is another side to it. The 
committee ought to merit the confidence 
‘of the examiner, There is a Clearing 
House Committee: that is one element; 
the banks themselves are another element, 
and the conscience of the examiner is the 
third element in this alliance. I make 
only two characters of reports to our 
Clearing House Committee after I have 
examined a bank. It is just like an egg— 
it is either good or bad. Then I report 
‘that I have examined such and such a 
bank and I find the same in a satisfactory 
condition. If it is not in a satisfactory 
condition, I say so. ; 

Now when I say it is in a satisfactory 
condition they never question that. 

I say it is not in a satisfactory condition 

I can indicate what is wrong, but under 
the contract between the management and 
the committee, the committee has a right 
to call upon me for any information con- 
tained in that report. But primarily, I 
must. assume the responsibility of saying 
there is an unsatisfactory condition in 
some department of that bank. Then the 
Clearing House Committee can call the 
officers of that bank or they can refuse 
to call them. They can analyze the ques- 
tion and decide upon action, whether 
remedial or otherwise. 

I claim nothing more for the system 
than the standard. I claim that in the 
last thirteen years, since it was intro- 
duced, all species of bank examination 
have been raised to a very high stand- 
ard. We have blazed the way. I am not 
reflecting upon either the national govern- 
ment or the state. But the examinations, 
in my opinion, made throughout the 
United States by any class of examiner, 
are far better and higher than ever 
before. 

I think when I read this you will get 
an idea of what I concede to be the re- 
lationship between the examiner and the 
bankers representing the banks he ex- 
amines. It is almost unbecoming to me 
to make this statement but I do it as a 
compliment to the bankers. In my ex- 
perience with the government, I never had 
a letter of criticism from the office. I 
never knew of a banker complaining of 
my treatment of him under examination. 
But that did not mean that I was not 
efficient, exacting and positive, but I al- 
ways took the banker into my confidence, 


to such a degree that he understood ex- 
actly where I stood, and the government 
understood it. 

That is all included in the atmosphere 
of what I call my introductory or pretace 
to my long report which I submit in each 
case to the banks under examination and 
the previous report to the committee, 
which is as follows: 

_ The examinations conducted under the 
direction of a clearing house are designed to 
prove the accuracy of assets and liabilities 
and promote safe and sound banking in 
administration and methods. The force em- 
ployed is capable and experienced in work of 
this character. The examiner treats orally 
with the proper persons, minor criticisms or 
suggestions, but all matters of higher impor- 
tance are included in detail in his report to 
boards of directors. 

This examination has been thoroughly made 
and it embraced the fiscal examination of all 
tangible assets, the verification of other 
resources and all liabilities, analysation and 
appraisement of value. Comprehensive state- 
ments and exhibits follow, giving full details 
of the affairs of your institution (this is to 
the board) revealing its excellent condition 
and giving evidence of successful management. 
The excellent organization system of internal 
audits and the morale of the force generally, 
warrant commendation. Your careful perusal 
of the entire report is respectfully suggested. 


Matter of Secrecy 


Francis Coates: The question of 
secrecy is one of the very important ques- 
tions that we have to discuss. In my 
own city of Cleveland, if the examiner 
finds the bank in good and satisfactory 
condition, under the terms of his con- 
tract, he can only report to the Clearing 
House Committee that single fact, that 
he finds the bank in good and satisfactory 
condition. 

If he finds it in other than good and 
satisfactory condition, he reports to the 
Clearing House Committee in such man- 
ner as he deems best. The intention is 
that none of the innermost secrets of 
any of the banks shall be disclosed to 
any member of the Clearing House Com- 


‘mittee, unless a condition were to arise 


that would be alarming, in which tase, 
at the request of the members of the com- 
mittee, unanimously, with the exception 
of the member of the bank under ex- 
amination, if he happens to be repre- 
sented, then the committee, with the un- 
animous call of each member can demand 
such information as they may consider 
necessary. I am glad to say that we have 
never had a bank taken before our Clear- 
ing House Committee and there have 
never been any disclosures made except 
to the extent that the examiner deemed 
best and wisest. 

While secrecy is one of the stumbling 
blocks to the adoption of the examiner 
system in some of our cities, there are 
other considerations. During the past 
few months I have talked with a good 
many bankers, that is communities of 
bankers, and I have corresponded with 
them. It has brought out some of the 
important stumbling blocks that are de- 
terring some of the cities from adopting 
the examiner system at the present time. 

We have at this convention twenty- 
two clearing house examiners; there are 
twenty-seven in the United States. There 
will be representatives from the banks of 
all of these cities from which the examin- 
ers come. In addition to that, we have 
extended a formal invitation to some 
thirty-eight cities who have had under 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 383 


consideration during the past few months 
the establishment of departments of ex- 
amination. I do not know how many 
of those cities will have representatives 
here, but there will be a majority. 

In my discussions and in my corre- 
spondence, the four vital stumbling blocks 
I have found are the question of secrecy 
—that is, the amount of information that 
shall be imparted to the members of the 
Clearing House Committee—the question 
of expense, the question that a clearing 
house examiner in his intimate examina- 
tion into our affairs acquires too much 
knowledge—he knows too much about the 
banker and his affairs. But the final 
stumbling block in these cities that are 
considering the proposition is that they 
are trying to consider something and to 
decide upon something that they know 
nothing about whatever. They do not 
know what a clearing house examiner is. 

Mr. MarsH (Newark, N. J.): New- 
ark has never had a clearing house. You 
men that have spoken seem to be proud 
of the fact that you were the first to 
represent the clearing houses of the coun- 
try. I think I am safe in saying that 
Newark probably tried to have the first 


clearing house in the country. 


About twenty years ago she tried, and 
has been trying ever since until March 
of this year. The clearing house was 
definitely organized and I am very proud 
to say every bank in the city is a mem- 
ber of the clearing house, and last Thurs- 
day they cleared for the first time. 

Right here I want to extend thanks to 
Mr. Mullen and this Section for the help 
given in organizing this clearing house. 
It was inestimable. We never could 
have done it if they had not helped us 
as they did. ; 

We have problems that we are trying 
to solve, and we are right square up 
against this examiner system. One of 
the questions is, “How do you go about 
getting your man? Do you find a public 
accountant?” 


In Kansas City 


Mr. Brokaw (Kansas City): I just 
want to reply to the suggestion of secrecy. 
Our examiner is here. I do not think 
we value anything more than the fact 
that our detailed statement with every 
single investment in it is laid before the 
Clearing House Committee. They are a 
set of men we are glad to have see it. 
We are glad to have their suggestions. I 
cannot understand how anybody would 
be afraid to have his detailed statement 
laid before the kind of men that would 
be selected as a Clearing House Commit- 
tee, because they are the kind of men 
who can be trusted and their suggestions 
are of inestimable value. I do not see 
why that should deter any one. We went 
into the system in Kansas City in 1908 
and there never was a greater thing done 
for the Kansas City banks than the adop- 
tion of the clearing house examination 
system, as we rather copied it, I think, 
from Chicago. It is the biggest thing 
we ever did in that section. 

Mr. Mever: The matter of selecting 
your examiner is very difficult to sug- 
gest. I find that the best practice is to 
get a man who is thoroughly familiar 
with bank practice. No matter how good 
é 
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a public accountant you may have, he is 
sometimes in detail not a bank man at all, 
but I do not want to be misunderstood 
in that as casting any reflection on the 
public accountant. It is just simply a 
matter of years of experience, and being 
familiar with bank practice. However, 
I think if you ever get to that point where 
you want to select a man, Mr. Mullen is 
in a position possibly to help you in that 
direction. 

Answering Mr. Brokaw. If we go be- 
fore the Clearing House Associations of 
the country with that thought in mind, as 
you expressed it, I am very much afraid 
we will not get very far. 

I am absolutely going to differ with 
you, Mr. Brokaw, in laying everything 
before the Clearing House Committee. 
The great principle of examination is to 
protect the depositors’ money. Now, the 
broad principle of bank inspection is best 
brought about by having the proper man 
in charge of that examination, and you 
must rely on his judgment ‘to a great 
extent. In other words, as Mr. Coates 
said, he only brings it up before his com- 
mittee in case of absolute necessity or in 
case the “egg” is bad. If the bank is 
good, he simply goes before his committee 
and in a brief way tells them, “Gentle- 
men, I have completed an examination of 
that bank and you have my word for it 
that the bank’s depositors are absolutely 
protected and the bank is being run along 
safe lines.” If not, we discuss the various 
details, the policies that that bank is pur- 
suing that are wrong. 

In that respect, I think it is a big mis- 
take to take a long list and lay it out 
there and say, “This bank has this and 
that bank that.” 

Mr. Brokaw (Kansas City): I am 
sure in fourteen years there has never 
been the first complaint on the part of 
any bank of the Clearing House Com- 
mittee’s knowledge of the intimate details 
of every bank, not the first complaint. 

Mr. Meyer: Practically that has not 
been taking place. But theoretically, in 
the mind of the man who has not estab- 
lished this system that will stick just the 
same. 

You will never get- over that hurriedly 
unless you assure them that the examiner 
is going to handle that subject intelligently 
and the best way. In your case, I don’t 
say (don’t misunderstand me) that it is 
not working practically there, but you 
will keep a lot of cities from adopting 
the system with that thing in mind. 

Mr. Haropt (Philadelphia) : We would 
never have had the Clearing House Sys- 
tem in Philadelphia if we had expected 
and allowed the full information to be 
submitted. 

That I have a boy in the Clearing 
House under my own supervision, where 
my full reports, my copies are kept. No 
one has the key to them. The directors 
get the original report; I keep the copy. 
The committee never sees those reports 
except in cases where I have found fault 
with the management. 

PRESIDENT WaAsHBURN: I should again 
like to emphasize the meeting to be held 
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tomorrow afternoon at two-thirty o’clock, 
at Fifteen West Thirty-Seventh Street. 
I hope Brother Brokaw and Mr. Hardt 
will come there, and others surcharged 
with their suggestions and I hope this 
question as to whom and how these re- 
ports are to be made will be thrashed out, 
along with a number of other very inter- 
esting points. 


Resolutions Committee 


R. F. McNally presented the. following 
report of the Committee on Resolutions: 


Whereas, The Chicago Clearing House and 
its member banks have prepared an excellent 
series of articles setting forth the relations 
of banks to each other and to the public in 
clearing house cooperation and_ regulation, 
which articles are of very great value in 
informing the public on these subjects, and 

hereas, The Clearing House Section has 
printed these articles in pamphlet form for 
ready distribution; therefore be it 

Resolved, That this Section recommend to 
the various clearing houses in the country 
and to their member banks, that the circula- 
tion of these pamphlets be made as wide as 
possible and the depositors thus informed of 
the protective functions of the clearing house. 

It Is Further Resolved, That this meeting 
extend its very sincere thanks and appreciation 
to all those who, by their interest and efforts 
on behalf of the Section, have contributed so 
largely to the success of this meeting. 

Be It Further Resolved, That this Section 
extend to the state representatives of the Clear- 
ing House Section its hearty thanks and appre- 
ciation for its cooperation which it has given 
the Section during the year. 

And Be It Further Resolved, That its special 
thanks be extended to John R. Washburn, its 
president, under whose direction so much 
constructive work has been accomplished 
during his tenure of office. 

And Be It Further Resolved, That the 
special thanks and appreciation of the Section 
be extended to Mullen, its secretary, 
through whose intelligent interest, conscien- 
tious efforts and hard work the objects of our 
Section have been carried forward with the 
results that the Section closes its work for 
the fiscal year with a record of still greater 
accomplishment than ever before in its history. 

We desire to express our sincere apprecia- 
tion to the committees in charge of arrange- 
ments for the courtesies extended this Section. 
All the details of the meeting have been 
looked after in the most painstaking manner 
and we would especially thank those New 
York bankers who have been assigned to look 
after the arrangements on behalf of our Section. 
We cannot let the occasion pass without thank- 
ing Dr. Burrell and Messrs. McHugh and Loree 
for their timely and inspiring addresses. We 
feel that the work of this Section should not 
stop with matters of particular concern to the 
banks in our respective localities, but that in 
addition it is for us to address ourselves as 
best we can to the solution of problems, both 
national and international, that are confronting 
the world today. 


The resolutions were 
adopted. 

T. H. BroucHam: I think that the 
resolutions are especially in order. The 
Clearing House Committee and the 
Clearing House Examiners pay more 
attention, and do the people more good 
than all the examiners outside. I know 
something about banking, and not so 
much about clearing houses, but I know 
that when the clearing house examiner 
goes to a bank to examine it, he exam- 
ines the whole bank, and he will not only 
tell you and give you suggestions, but he 


unanimously 


| suggests the cashier. 
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will come back in a week or two, if it 
is necessary, and help you out and ask 
you how you have succeeded in collecting 
some of those delinquent notes. 

If there is anything in America that 
operates against the banking business it is 
neglect. The stumbling block that the 
gentlemen have been talking about here 
for some time is negligence. A bank is 
organized and some man with more stock 
than others is elected president of it. He 
The cashier is 
elected and there are two men running 
that bank; the directors get around once 
a month. Some of them learn something 
about the proceedings of the bank and 
others do not, and consequently the friends 
of the president and the friends of the 
cashier get nearly all the loans, which is 
not right. Friendship in banking, or 
friendship in anything, is hard to over- 
come, but in banking you are not there 
for love, you are there for business, to 
look after the interests of the people that 
are your customers and to take care of 
the money deposited, and to be in shape 
at all times to pay it back, if they want it. 


Nominating Committee 


Mr. Crandall of the Nominating Com- 
mittee presented the following nomina- 
tions : 

For president, James Ringold, Denver; 
for vice-president, Francis Coates, Jr., 
Cleveland; for members of executive 
committee, terms expiring 1925, John 
Downing, Louisville, Ky., and O. Howard 
Wolfe, Philadelphia; for member of 
executive committee, term expiring 1923, 
R. E. MacGregor, Minneapolis. 

The report was accepted and the nomi- 
nees were unanimously elected. 

PRESIDENT WASHBURN: One of the 
most energetic and tireless workers we 
have had in this Section is our next 
president, James Ringold of Denver. No 
one is better fitted to be president of 
this Section and no one is more entitled 
to it than our good friend, Jim Ringold. 
I will introduce James Ringold, your new 
president. ; 

PRESIDENT-ELECT Rincorp: I cer- 
tainly thank you very much. This is one 
of the honors that I cannot express in 
words. This Association is very near to 
me in every way. I have been connected 
with it in some way or other for a num- 
ber of years and I know that my prede- 
cessors have done a wonderful work. 
With the aid of our executive committee, 
it is my hope that we shall progress very 
greatly in the future. 

I would like to have the privilege of 
introducing to you John Downing of 
Louisville, Kentucky. He has been in 
the banking business for years and has 
done a great deal of good in aiding this 
Section in his community. We are very 
pleased to add his name as a member o 
our Executive Committee, and I take 
great pleasure in presenting this badge 
to him. i 
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State Secretaries Section 


attendance when the State Secre- 

taries Section convened in annual 

session on October 3 in the rooms 
of the New York Chapter of the Amer- 
ican Institute of Banking. 

In the course of his annual report 
President Andrew Smith said: 

The activities of our Section have in- 
creased materially, due largely to the en- 
ergetic and untiring efforts of our secre- 
tary, M. A. Graettinger. Always on the 
alert, he keeps secretaries all over the 
United States informed on all important 
questions. One of the most important 
features of our department is the Service 
Bulletin, which is published regularly by 
the secretary, and which gives us prompt 
information on subjects particularly of 
interest to the state secretary. 

One activity I would like to advocate 
in each state bankers association, and that 
is county organizations. First of all, the 
group system is very beneficial to the suc- 
cess and welfare of the Association, then 
the next step is to organize your 
counties. The value from this closer 
organization cannot be overestimated. 

Our Section has given valuable assis- 
tance to the American Bankers Associa- 
tion Educational Committee, and at this 
meeting will doubtless work out a plan 
whereby we can each render a greater 
assistance in our various states in pro- 
moting this, one of the most constructive 
campaigns ever fostered by the American 
Bankers Association. 

President Smith appointed as a Com- 
mittee on Resolutions Mr. Colburn of 
California, Mr. Philpott of Texas, and 
Mr. Zimmerman of Pennsylvania . 

Nominations Committee: Mr. Gum of 
Oklahoma, Mr. Macfadden of Georgia, 
and Mr. Roach of Ohio. 


TL tendance wh secretaries were in 


Secretary’s Report 


SECRETARY GRAETTINGER: As secretary 
of the Section I submit the following as 
my annual report: 


During the year the following commit- 
tees were appointed by the president: 

Insurance—Secretaries Andrew Smith, 
chairman; G. H. Richards, W. W. Bow- 
man. 

Protective—Secretaries M. A. Graet- 
tinger, chairman; R. E. Wait, F. P. Gum. 

Simplified Income Tax Return—Sec- 
retaries W. F. Keyser, chairman; Frank 
Warner, S. A. Roach. 

Standardization of Forms—Secretaries 
W. C. Macfadden, chairman; George D. 
Bartlett, Haynes McFadden. 

There being so much agitation over 
the mooted question of branch banking 
which has received much publicity of late, 
that a questionnaire was sent out to the 


‘state associations for the purpose of 


learning their attitude in the matter, and 
it is interesting-to note the thirty-eight 
replies which were as follows: 


1. In what respect does the banking act of 
your state touch on this subject? Are branch 
banks expressly permitted or prohibited, or is 
the law non-commital? 

Answers: Permitted, 11; prohibited, 11; pro- 
hibited in state but allowed in same town, 2; 
non-committal, 14. 

s 


2. Has your association adopted any reso- 
lutions on the subject of branch banks? If 
so, are they in favor or opposed? 

Answers: Opposed, 12; no action, 22; no 
action but opposed, 1; committee appointed, 1; 
resolution opposed considered, 1; no reply, 1. 

3. What action, if any, has your association 
or your officers taken with regard to the present 
plan of the Comptroller of the Currency in 
approving the opening of subsidiary offices? 

_ Answers: No action, 34; advised repesenta- 
tives to oppose, 1; Executive Council entered 
protest, 1; resolution covers, 1; no reply, 1. 

4. It having ‘been suggested that branch 
banking in any form ought to be expressly 
prohibited by law in every state and that legis- 
lation to that effect be enacted in such states 
where this prohibition does not appear in the 
statutes, would your association, in your opin- 
ion, be favorable to such action? 

Answers: Favorable, 12; unfavorable, 13; 
most probable, 3; unable to say, 5; state banks 
favor, 0; national banks oppose, 1; no reply, 4. 

5. Remarks: Not interested because of lack 
of large cities—Texas, Mississippi. 

Branches not to best interests of communi- 
ties—Wyoming. 

Only a few branches in Milwaukee, which 
were established prior to the enactment of the 
statute which prohibits future branches, and if 
discontinued or reorganized agitation would 
cease—W isconsin. 

State banks of Ohio are favorable to discon- 
tinuance of branches, most probably due to 
not being worth while—Ohio. 

Very favorable to branches—Michigan, Ten- 
nessee. : 

California has organized committee to investi- 


ate. 
Should be no compromises—Kansas. | : 
Bill introduced in last legislature, “killed” in 
committee—West Virginia. 


Standardization of Forms 


Mr. MacrappeN: Your Committee on 
the Standardization of Forms begs leave 
to submit the following report: But one 
meeting of the committee has been held 
during the year. That meeting was at 
White Sulphur Springs, West Virginia, 
May 9, 1922, at the time of the meeting 
of the Executive Council of the American 
Bankers Association. All members of 
the committee were present at that meet- 
ing. A plan was discussed for making 
an effort to obtain the approval by the 
Treasury Department of the United 
States of a form of “Memoranda of Own- 
ership” to be used as an endorsement on 
all negotiable government securities in 
order that ownership might be success- 
fully traced and established on lost or 
stolen securities. The form suggested by 
Mr. Bartlett of the committee was as 


follows: 


MEMORANDA OF OWNERSHIP 


This instrument, until properly assigned, is 
property of 
C1 as invs hk Raver alors oie ot siees (ors elavetstene kemoretats Purchaser 
The above hereby assigns ownership of this 
instrument to purchaser whose signature ap. 
pears in line (3) below. 


(C2 OL aetna on Acro oa Sonmiacas Vendor 


Witness of Assignment Address of Witness 
This instrument, until properly assigned, is 
property of 


CB) ielerececetee rest ol staemicerate «ar Retaieote ap encte Purchaser 


The above hereby assigns ownership of this 
instrument to bee whose signature ap- 
pears on line (5) below. 


This plan was submitted by your com- 
mittee to the governor of the Federal 
Reserve Bank of Minneapolis, who in 
turn referred it to the Treasury Depart- 
ment, with the result that the plan was 
ruled as not allowable by the Department 


as it would be in direct violation of Sec- 
tion 177 of the Criminal Code of the 
United States, which provides in part, 
with reference to any bond, note, certifi- 
cate of indebtedness, etc., that “It shall 
not be lawful . . to write, print, or 
otherwise impress upon any such instru- 
ment, obligation, or security, any business 
or professional card, notice, or advertise- 
ment, or any notice or advertisement of 
any matter or thing whatever. Whoever 
shall violate any provision of this Section 
shall be fined not more than five hundred 
dollars.” cs 

While it may be unlawful to adopt a 
plan of this kind to be utilized in tracing 
and establishing ownership of govern- 
ment securities, your committee is of the 
opinion that this method could and should 
be universally adopted for establishing 
ownership of all other classes and issues 
of negotiable securities, and recommends 
that all secretaries give publicity in the 
various states to the plan. 

Other forms considered by your com- 
mittee at the meeting were forms of fi- 
nancial statements for farmers, corpora- 
tions, individuals and partnerships, and 
realizing the desirability of encouraging 
thrift through the operation of Christmas 
Savings Clubs in banks, your committee 
approves the cooperative purchasing by 
banks of supplies for these clubs, thereby 
securing low cost and uniform system. 
To such banks as are considering the use 
of Christmas Clubs, the committee rec- 
ommends an inspection of the plan and 
supplies prepared by a bankers’ commit- 
tee and now available to member banks 
at a price which does not include sales 
expense or copyright profits. 

All members of the Section are re- 
quested to give publicity to the same and 
recommended them for general use by 
banks. 

Copies of the forms referred to are at- 
tached to and made a part of this report, 
and additional samples with information 
as to cost may be obtained from any 
member of the committee. 

Owing to the diversity of forms of 
notes, chattel and real estate mortgages, 
contracts for sale of real estate, city 
property and farm lands, leases, rental 
agreements, etc., etc., in every state, your 
committee would recommend that in each 
State Bankers Association, each associa- 
tion secretary take it upon himself (or 
herself in Michigan) to request the at- 
torney for the association to prepare and 
submit for approval a set of forms of 
the different documents referred to above, 
and that as each form is prepared, ap- 
proved and accepted by the officers of 
the association, it be copyrighted by the 
association and that the printers of the 
state be licensed by the association to 
print and sell such printed forms, and 
that the license issued by the association 
stipulate that when printed and offered 
for sale, all of said forms shall bear the 
printed caption, “North Dakota, Iowa, 
Illinois or other state, Bankers Associa- 
tion Standard Form of Chattel Mort- 
gages, Warranty Deed or other form 
as the case may be. A plan of this kind 
will readily recommend itself to all Asso- 
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ciation officers as resulting in time in 
standardized forms of all blank forms 
used by banks, real estate dealers and 
others in each state, and will do away 
with the great variety of blanks now 
offered for sale in all states. 

Your committee also approves and 
recommends the form of commercial let- 
ter of credit prepared and submitted by 
the American Acceptance Council of 120 
Broadway, New York City, a copy of 
which is attached hereto, and requests 
all secretaries to urge the adoption of 
this form of letter of credit as the stand- 
ard form for banks and bankers in the 
United States. 

PRESIDENT SMITH: The next item is 
a report of the Committee on Insurance. 
As a member of the Insurance Commit- 
tee of the American Bankers Association, 
we had those matters up yesterday morn- 
ing and had a meeting with Mr. Clopp, 
who looks after burglary insurance here 
in New York—and Mr. Gilkey who has 
charge of fidelity business. They con- 
tended that they were very anxious to 
get rates down, but they said that the 
companies had suffered very large losses 
during the past year, fidelity as well as 
burglary, and that at the present time 
they didn’t believe that rates would be 
lowered very much, but I don’t believe 
we need fear an increase of rates, either 
burglary or fidelity. 


Income Tax Forms 


The Secretary read the report of the 
Committee on Simplified Income Tax 
Forms for Banks: 

During the latter part of 1921 and the 
fore part of 1922, when the Forms Com- 
mittee and the Tax Simplification Board 
of the Treasury Department were con- 
sidering the matter of forms for 1921 
returns, your committee was active in 
presenting the claims of the banks for a 
special income tax form applying specifi- 
cally to the banking business. In this 
work, your committee was most ably as- 
sisted by Theodore S. Cady of the Fidel- 
ity National Bank and Trust Company of 
Kansas City. 

On behalf of the committee, Mr. Cady 
prepared a suggestive form for the con- 
sideration of the Forms Committee and 
the Tax Simplification Board, and on 
December 19 this form was presented 
by Mr. Cady in person, who went to 
Washington for that purpose. This sug- 
gestive form was most favorably re- 
ceived, and prompted no adverse criticism 
except as to the precedent that might be 
established by adopting a form applying 
solely to any one class of corporations. 

Notwithstanding this criticism, we were 
greatly encouraged, and we have good 
reason to believe that our efforts would 
have been successful had it not been for 
the delay that occurred in the Treasury 
Department in preparing the 1921 forms, 
which interfered with any definite con- 
sideration of the matter of a special form 
for banks. As you are aware, the cor- 
poration forms were not sent out by the 
Treasury Department until after Feb- 
ruary 15, and the instructions were not 
published until about March 1. 

At the request of our committee, Mr. 
Cady prepared a list of suggestions for 
the guidance of banks in preparing their 


Federal income tax returns for 1921, and 


a typical bank tax problem and its solu- . 


tion. All state bankers associations were 
given the opportunity to subscribe for a 
sufficient number of these lists at actual 
cost, to supply their members. As a re- 
sult, 20,100 copies were ordered by 25 
associations. Highly appreciative com- 
ments on these suggestions were received 
from numerous sources. 

The repeal of the excess profits tax 
simplifies the general corporation form 
and to that extent reduces the need for a 
special form. Necessarily,’ however, the 
general form will contain much that is 
extraneous to the banking business and a 
need for a special form still exists, al- 
though not to such an extent as formerly. 

Since the repeal of the excess profits 
tax materially simplifies the general cor- 
poration form and therefore reduces the 
need for a special form for banks, the 
chances of securing a special form would 
seem to be proportionately reduced. For 
this reason, the advisability of discontinu- 
ing this committee may be worthy of 
your consideration. 


Protective Committee 


Secretary Graettinger read the report 
of the Committee on Protective Matters: 

Your Committee on Protective Matters 
met in St. Louis on September 10 and its 
deliberations and discussions were con- 
fined exclusively to devising means 
whereby closer cooperation may be 
brought about between the various state 
associations in their protective work. 

The American Bankers Association 
Protective Department operates only af- 
ter a crime has been committed and does 
not make any extended effort toward the 
prevention of burglary and robbery, so 
far as is possible, by educating the banks 
to the necessity of providing proper 
equipment and protective devices. 

It is the opinion of this committee that 
the most essential requisites for a bank 
to make it deserving of a charter from 
either the Comptroller of the Currency 
or the State Superintendents of Banking, 
as well as the confidence of the commu- 
nity, are adequate equipment and protec- 
tion. We believe that the American 
Bankers Association and all state bankers 
associations should feature the importance 
of this and conduct campaigns along this 
line from the standpoint of the old adage, 
“That an ounce of prevention is worth 
a pound of cure.” Much money is spent 
every year for detective service in an ef- 
fort to apprehend criminals and as a gen- 
eral proposition it does not relieve the 
SICUATION Seas 

A real campaign of education among 


bankers as to what they can do toward’ 


the reduction of this class of crime would, 
in our opinion, result in a material im- 
provement in this record. Education 
would also tend to reduce the losses to 
banks through forgeries. It is esti- 


mated that quite a considerable percent- ~ 


age of fraud perpetrated on banks 
through forgeries could be prevented if 
bankers exercised more care in opening 
new acounts and cashing checks for 
strangers. A laxness in the general 
handling of checks, accounts, etc., pro- 
vides opportunities for the criminals to 
perpetrate frauds, which, with the proper 


exercise of care, would be avoided and 
the losses from this class of crime, con- 
sequently would be very materially re- 
duced. The importance of such necessary 
precaution should be brought home for- 
cibly through the agencies of the Ameri- 
can Bankers Association and state bank 
associations. 

Another contributory cause to the de- 
frauding of banks is the carelessness of 
a large percentage of bank customers 
in drawing, endorsing and depositing 
checks. é 


Warnings By Wire 


The committee also approves of the plan 
which was brought out at the St. Louis 
meeting of the Central States Conference 
by Secretary Wait of Arkansas that when 
a bank receives a check drawn on itself 
and refuses it for reasons of forgery, 
fraud, or no account, or believes fraud 
is connected with it, that it shall telegraph 
(collect) to the first endorsing bank in 
order that that bank may take the neces- 
sary steps toward the apprehension of 
the man without waiting until the notice 
goes around through the various banks 
through which the check may go before 
it gets back to its original source. We 
believe that no bank would object to pay- 
ing the charges of such notification, as 
being immediately apprised of the fraud 
would certainly be of infinite benefit 
and give an opportunity to apprehend the 
criminal, which usually would be impos- 
sible under any other system, as a day’s 
delay as a rule means the escape of the 
guilty one. In order to put this plan in 
general operation, the secretaries should 
advise their members not to refuse to pay 
charges on such telegrams. 

Speaking generally, the committee is of 
the opinion that most of the protective 
work begins at the wrong point, in con- 
cerning itself principally with bringing 
criminals to justice after the crime has 
been committed. We believe if the same 
amount of effort and money were ex- 
pended in an effort to prevent criminal 
attacks against banks, the benefit to the 
bank would be infinitely greater. The 
first step in such prevention appears to 
us to be the education of the banks them- 
selves to the necessity for the best pro- 
tection in the way of equipment and 
safeguards, and also to a realization of 
their responsibility in making possible 
the perpetration of many frauds by their 
own carelessness. This work must be 
done by the national and state associa- 


tions and the successive steps will sug- 


gest themselves as time develops. 

There is much lost motion and duplica- 
tion of effort in protective work in gen- 
eral, and in a large measure, the remedy 
for this is closer cooperation between the 
state associations. To bring this about 
seems to be directly within the province 
of the State Secretaries Section. 

Robert Wait of Arkansas: 
I can tell you a little story of an actual 
occurrence that may interest you and may 
possibly show you that although we sec- 
retaries work all the time and perhaps 
oftentimes feel that we are not getting 
very many results from our work, still 
there comes a time when these results 
come about. 

On September 26, just almost the day 


I believe’ | 
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OVERCOMING the 
limitations of a small 


INSUDE LOT 


1s is one thing to build a distinctive bank 
on a large corner plot; quite another when 
the lot is narrow and wedged in between 
buildings. In the latter case, the architect 
must depend entirely on the building-front to 
achieve a structure of distinction. 


Under such conditions Terra Cotta has 
proved itself invaluable. By its use as a facing 
material, a bank building on an inside lot of 
narrow front may be given attractiveness and 
prominence almost equal to that obtained from 
a commanding and more expensive cornet 
location. 


The Globe Exchange Bank achieves its 
appearance of strength and dignity by means 
of its very effective design, executed in Terra 
Cotta. Its general impressiveness may easily 
be noted by a comparison with the buildings 
that flank it. In color, this building is a light 
speckled gray — one of the many colors ob- 
tainable in this versatile material. An unlim- 
ited range of color combined with absolute 
plasticity of form permits Terra Cotta to offer 
more for the money spent upon it than does any 
other comparable material. 


In addition, Terra Cotta is permanent, fire- 
resistant, and weather-proof. It is economical in 
first cost—negligible in maintenance cost. Clean- 
ing is simply a matter of washing with soap and 


Speckled gray Terra Cotta 


a 
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water. Terra Cotta has been most satisfactorily 
used for facing, trim, and ornament on many of 
the finest bank buildings in this country. Our 
handsome brochure, “Better Banks,” illustrates 
many of these structures and tells the interesting 
story of Terra Cotta. This brochure will be sent 
free, on request. Address National Terra Cotta 
Society, 19 West 44th Street, New York, N. Y. 
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before our delegation left for this meet- 
ing, there was staged at Eureka Springs 
one of the most dramatic bank hold-ups 
that I suppose has ever been pulled off. 
I haven’t the official report on that hold- 
up, but I gather from the newspapers 
what I am going to give you. If any 
of you have been at Eureka Springs, 
you would wonder how any gang of bank 
robbers would ever select a bank in that 
little city to try to rob. Eureka Springs 
is in the mountains; it is a summer re- 
sort and there is one main street. It is 
up and down hill and there are only two 
ways to get out of town, and before 
you can get out of town you have to 
climb some very heavy hills, and yet not- 
withstanding those physical conditions 
thrown around that bank, this gang of 
five men staged an attempt on that bank, 
at noonday, driving from the hills into 
the center of the town, entering the bank, 
holding up all of the officials and clerks 
and attempting to drive them into the 
rear of the building, at the same time 
raking off the counters loot to the extent 
of about sixty-five thousand dollars in 
cash and in securities. Fortunately, 
much to the surprise of everybody, the 
cashier of the bank had the nerve, with 
his arms up, to put his foot on a little 
alarm button that was in the floor. 
Previously he had made some arrange- 
ments because he had reason to believe 
that perhaps his bank might be one of 
the objects of that gang, and no sooner 
did he press the button than a gong 
on the outside rang, a jeweler ran out of 
his jewelry store next door, a boy up in 
a window of the bank and several other 
people across the street were attracted, 
and as a result of that hold-up and the 
precautions and the bravery of those men 
two of the robbers were shot dead, an- 
other was mortally wounded and two of 
them were captured, all within the small 
space of time that I am telling you 
about it now. 


Defended His Bank 


There have been in that territory two 
very dangerous gangs, one headed by the 
notorious Henry Starr. Just a year and 
a half ago, Henry Starr with Dave Lock- 
hart appeared in the town of Harrison, 
and held up what was known then as 
the People’s National Bank. They drove 
everybody into the vault, but failed 
to reckon on bravery in age. One of 
the men they drove into the vault was 
Mr. Meyers, 70 years old, and while 
inside of the vault with Henry Starr, Mr. 
Meyers remembered that years ago he 
had put into that vault an old rifle. Just 
at the time when the burglars had their 
attention diverted for a moment, Mr. 
Meyers got his rifle and shot Henry 
Starr dead in front of the safe. The man 
who was with him, Dave Lockhart, es- 
caped, and Dave Lockhart has made an 
oath that he is going to get old man 
Meyers. 

About three weeks ago the detective 
of our Association laid on my desk a list 
of six names. He says, “I have learned 
through my snitch in Oklahoma that these 
six yeggs have laid a plan to rob four 
banks in northern Arkansas,” and hé gave 
the names. 

Immediately as a good secretary, I sent 
a warning to each one of these banks that 
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their banks were under plans to be. 


robbed. The two banks in the little town 
of Leslie, and at Piute were on. the list. 
We immediately warned those banks to 
look out. As part owner of the two 
banks in Leslie there was a man by the 
name of Hudpeth who has recently 
bought a large interest in the Eureka 
Springs plant. Mr. Hudpeth saw the 
warning and I am satisfied he warned the 
First National Bank at Eureka Springs 
to be on their guard. In the meantime 
they wrote to me to send twelve high- 
powered rifles. At any rate we sent up 
all the rifles that we could. 


The Moral 


The moral in the story to me is that 
the bank was warned, that it harkened 
to the warning, and prepared itself, and 
that at the crucial hour they were not 
afraid to use the appliances that they 
had put there for that purpose. Arkan- 
sas in the last year and a half has put 
out of business Henry Starr, through the 
bravery of old man Meyers; it has put 
out of business Tom Slaughter, who 
gave “Harry” from Kentucky a whole 
lot of trouble, and now it has put out of 
business the Prices, and their companions 
in crime, but Dave Lockhart is still at 
large and we expect to have still more 
trouble with him. 

We have in Arkansas a voluntary sys- 
tem of reward. We felt the necessity of 
paying awards so we have 289 banks 
signed up on this agreement to pay two 
dollars and eighty cents down and then 
on every bank conviction of a robber for 
attempt or a robbery, conviction through 
the Supreme Court, they have agreed to 
establish an assessment of two dollars. 

I tell you every banker in Arkansas 
feels that those men up in Eureka Springs 
are heroes. We take off our hats to them, 
and if more of our bankers would do 
what they did, your Insurance Committee 
would not have any more trouble with 
increasing insurance rates. 

The only way we can stem the tide is 
to put in better equipment, put in alarms, 
have our people around the banks ready 
for action when the time comes and then 
act. And we can preach all we want to 
about rates and everything else, unless 
the banker, through the secretary, can 
realize the seriousness of his job and be 
willing to protect the funds of his de- 
positors and make his bank just as safe 
as he has advertised it as being safe, we 
are going to have these troubles. 

Eureka Springs had the bravery to act, 
and just for the sake of you good fellows, 
sooner or later your work, like that little 
warning that we sent out, is going to 
bear fruit. It is a long game with us. 

FREDERICK N. CoLsBurn (California) : 
We don’t take cognizance of cases 
wherein banks ascertained a loss through 
advancing funds against unprotected 
items, and that will save you men in your 
protective departments a great deal of 
trouble and expense, if you will simply 
rule that that is not good banking, and 
that you will not authorize time by your 
protective agents to investigate those 
cases. 

We have, in order to prevent holdups 
of banks, called to the attention of our 
members the necessity of complete elec- 
tric protection, and as a result of our 
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suggestion I know that one firm of bank- 
ers’ engineers in California has installed 
electric protection in 114 banks during 
the last year, in addition to the large 
number previous to that, so we think that 
they are in pretty good shape. In order 
to avoid the daylight holdups at noon- 
time we advocated that all interior banks 
where there were comparatively few em- 
ployees should close at noontime. 

Mr. Huddleston (Tennessee): One 
thing, it seems to me that we have failed 
to emphasize sufficiently in this educa- 
tional work, is to get the solid cooperation 
of the educational institutions of our 
states. It seems to me we ought to or- 
ganize from the superintendent of public 
instruction on down through the county 
superintendents, even to each teacher in 
the county schools, to the point where 
they will come to our banks and ask for 
these lectures. As it is, a lot of the 
schools don’t understand what it is. They 
think we have a selfish motive in trying 
to come in with these lectures, and if we 
will try to educate the school authorities 
on this educational proposition I think 
we will have them coming to us for these 
lectures. 

Cooperation 


L. W. Gammon, manager Protective 
Department, American Bankers Associa- 
tion, New York: 

During the last year there was a 
change in the Protective Committee and 
the Insurance Committee. One of the 
state secretaries was placed on both 
committees, which met with my ap- 
proval. It pleased me in a great many 
ways. Heretofore the state secretaries 
were perhaps in closer touch as to what 
is being done by the protective branch and 
by the Insurance Committee, of which I 
happen to be secretary. Mr. Smith rep- 
resents the state secretaries section on the 
insurance end, and he has been familiar 
with, and no doubt has explained to you 
what we have done along insurance lines. 

The members of the Protective Com- 
mittee have attended all the meetings and 
have been familiar with and have had 
copies of everything that has taken place 
in the matter of the protective depart- 
ment, the same as every other member 
of the committee. So it has brought the 
whole organization of secretaries closer 
to these two committees. 

You adopted a resolution requesting the 
Insurance Committee to get some data 
regarding losses in connection with burg- 
laries, insurance and fidelity. We had 
already anticipated that resolution and 
had been working with the two secre- 
taries of these insurance lines to get 
this information. Mr. Clopp, secretary 
of the Burglary Underwriters Association, 
as had been outlined previously, agreed 
to furnish this information of their ex- 
perience as soon as they got their returns. 
They expected to have it before this, but 
one of the companies, which is one of 
the largest doing a banking business in 
this country, did not send in its experi- 
ence. Consequently, we could not have it 
at this time, but we will have it, I 
think, in a month. Then I will notify 
your secretary as to what the experience 
is, so he can keep you notified as to what 
the conditions are and you can decide 
for yourselves whether the rates are 
justified or not. 
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On the fidelity and the blanket bond 
they have never submitted their experi- 
ence, but I am assured by Mr. Gilkey, 
secretary of the Surety Association, that 
this will be taken up at the next meet- 
ing of the Surety Association, with a 
view of giving us their experience. 

I have thought ever since I became 
secretaries of this Insurance Committee 
that the prices that the American com- 
panies charged for the blanket bond were 
not equitable. For instance, a bank with 
25 employees at the present time is pay- 
ing $1,250 for $25,000 coverage on the 
blanket proposition. A bank with five 
employees would have to pay the same 
rate. The excuse was that there was 
more risk. That may be, and may not 
be so. But a foreign company is writin 
a bond now of a minimum of $25,00 
with five employees at $600, giving the 
forgery coverage, and running it up in 
proportion to $1,000 for 25 employees. 
The American companies have got that 
under advisement now, and I have every 
reason to believe that they will meet 
that price, or as near as they can, and 
give the smaller banks the benefit of hav- 
ing less employees, which should be done. 

President Smith: Was not that bond 
$500 minimum for five employees? 

Mr. Gammon: No, it was $600. I 
hope to get their experience on the 
premiums and losses, and as soon as I 
do I will furnish the secretary with a 
copy. 

This last year we have been of assists 
ance to a number of the state secretaries 
in adjusting claims with the various in- 
surance companies. In one particular 
case I think about eighteen months had 
elapsed, and nothing done. The matter 
was taken up with me by the state sec- 
retary, and I suggested a settlement and 
succeeded in having the matter adjusted 
to the entire satisfaction of the bank and 
the state itself. I was very glad to be 
of that little service. The same way with 
a great many of the other state, asso- 
ciations. 

There is one trouble, and it is not in 
the shape of any criticism, but I wish 
you secretaries would all remember it, 
that the insurance companies as a rule 
do not want to recognize the state asso- 
ciations in their adjustments or their 
business. They would much prefer to 
have it done through the American Bank- 
ers Association on account of the forms 
being American Bankers Association 
forms. It does not make any difference 
whether or not you are a member of the 
American Bankers Association or just 
the state association, take the matter up 
with me and I will do my best to have 
it adjusted for you, and I think we will 
get somewhere. 

On the Protective Committee, we have 
changed our rules, as Mr. Colburn stated. 

On uncollected items there is another 
reason why we should not take them up. 
For instance a crook comes into a bank 
in New York; opens up an account with 
some cash. He deposits a check drawn on 
California. That check comes back— 

Under the laws of New York state 
we have to give the man who presented 
the paper ten days’ personal notice that 
his check was not covered by sufficient 
funds. Then we have to wait until the 
ten days are up. If he does not pay, we 
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have to get a warrant and we have to 
bring a representative from the bank in 
California before we can get out a war- 
rant. The district attorney in California 
would say, “We haven’t any witness in 
California to testify before a magistrate 
there.” Then we would have to bring 
him the witness back again to testify 
before grand jury. The bank would not 
have enough funds to pay for those ex- 
penses. The result is, if the man was 
reprimanded, there would be no prose- 
cution, he would just walk out, and it is 
throwing good money after bad. The 
result is bad, because there is no descrip- 
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tion, no information as to who the party 
is, nor anything else. 

I think it was a very good move, and 
we have had some very nice letters from 
a great many banks stating that they were 
pleased that the change had taken place. 
A few have objected to it, but in most 
cases, after taking it up with them, they 
have changed their minds and decided 
it was the proper thing. 

President Puelicher addressed the sec- 
tion briefly. He said: I appreciate the 
compliment of having you put on your 
program today the discussion of the 
work of the Committee on Public Edu- 
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Scene at West Point during visit of the bankers to the U. S. Military Academy. 
Presentation of a silver cup to be awarded each year to class excelling in athletics. 
Seward Prosser, president Bankers Trust Co. of New York, and chairman Committee of 
100 is shown making presentation speech; at his side is Gen. Fred W. Sladen, supervisor 
of West Point; 1st Capt. of Cadets, Fritz Breidster, shown about to receive the cup. 


cation. You know how near to my heart 
the work of that committee lies, and I 
know that upon what you secretaries can 
do rests the success of the work. I want 
to bespeak your continued interest. I 
know that the work is fundamentally 
right. 

I know we are never going to solve the 
economic ills that are troubling America 
today until there is a greater knowledge 
of fundamental economic truth. People 
must learn to know that you cannot ex- 
pect to get something for nothing; and 
the stock argument of the misleader is 
also a promise to get something without 
paying for it. 

I know the service that we can render 
America if we can further this plan, so 
that every banker in every state will 
regard it his absolute duty to place him- 
self at the disposal, as he does in a busi- 
ness way with his bank, in a public way 
with his knowledge of fundamental eco- 
nomics. 

I want to thank you for the fine sup- 
port we have had from this organization, 


ever since the plan has practically been 
conceived. Some of your secretaries 
have done wonderful work in helping us 
build up the plan. We drew on one of 
your men this year to set up the whole 
program of facts. We have revamped 
the lectures that came to you last year. 
We have profited by one year’s experi- 
ence. We have made them more present- 
able. We have gotten down a bit from 
the banker’s plane to the student’s plane 
in our mode of presentation. Many of us 
learned that although we were bankers, 
we were not teachers after all, and that 
in matters of method we had better join 
with the teacher. 

This year we have developed a plan 
of outline, to go to each teacher before 
whose classes the addresses will be made. 
I ask you to take a huge step forward 
in the development of this work which 
we regard as for the good of our organ- 
ization. 

Col. F. E. Farnsworth (New York 
City) discussed the early organization 
of the State Secretaries. 
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Educational Campaign 


C. F. Zimmerman (of Pennsylvania) 
spoke on “How to Successfully Put Over 
the American Bankers Association Edu- 
cational Campaign”: I regard it as an 
essential that the state department of pub- 
lic education should first of all be made 
acquainted with the program of the 
American Bankers Association, and if 
you will pardon the reference, we are to- 
day receiving from the Department of 
Public Education of Pennsylvania in the 
forwarding of this movement the most 
efficient help that any bankers’ association 
could wish. Today all over the state of 
Pennsylvania, the teachers, particularly 
of commercial departments, are writing 
in to me as the secretary asking for the 
new set of talks so that they may begin 
to interpret them in their classes in the 
high schools. 

An assistant cashier in the Philadelphia 
National Bank stopped me in the hotel 
this’ morning and said Philadelphia is 
all set for the idea of putting those talks 
across in the schools. Last year, gentle- 


men, we couldn’t get into those schools 


in Philadelphia. Here is the greatest 
idea that the American Bankers Associa- 
tion has ever put over, in the way of 
carrying a service to the people of this 
country. 

I look forward to a wonderful develop- 
ment in economic knowledge as the result 
of this educational movement of the Amer- 
ican Bankers Association. To me, it is 
the perfection of an idea that has bound- 


less promise for the future, and I ask 


of you men who are secretaries to apply 


yourselves with the idea of service to 


this educational method, because I can 
say to you consistently and most con- 


scientiously that there has never been 


another thing done in the state of Penn- 


sylvania which has so closely bound up © 


the motives and purposes of our mem- 
bership to the purposes of the State As- 
sociation. 

PRESIDENT SMITH: In Indiana we are 
going to very thoroughly take up this 
proposition. We already have the coop- 
eration and good will of the superinten- 
dent of public instruction of the state, 
and the school authorities are working 
out nicely. 


Mr. Gallien (New York), Mrs. Brown ~ 


(Mich.), Mr. Roach (Ohio), also spoke 
on the subject. 


Taxation of Bank Shares 


E have gone into the taxation 

matter thoroughly in North Da- 
; kota. We started the suit that was 
similar to the Richmond case, before the 
Richmond case was started, not know- 
ing that a similar suit was started there, 
and we conducted the litigation success- 
fully. . 
I might add right here that we have in 
our association a paid attorney. We paid 
our attorney in fees during the past year 
$25,000 for two very important suits that 


W. C. MACFADDEN of North Dakota 


he brought, that were of interest to the 
bankers of the state, and the success of 
that litigation led to engaging him under 
a contract for two years at a salary of 
$15,000 a year and we have no trouble at 
all in raising the money. So that I be- 
lieve if you will deliver the goods to your 
members you will have no difficulty in 
raising whatever money is necessary. We 
raised this money in the taxation litiga- 
tion suit by levying against each bank an 
assessment equal to 3 per cent. of the 


amount of tax involved as far as that 
bank is concerned. One bank paid $1.800 


and saved something like $50,000 to $60,- 


000 on account of the litigation. 


You are all familiar with the now . 


famous Section 5219 that has been on 
the Federal Statute Books for 50 years 
or more and of the efforts that are being 
made to amend this section to cover the 
situation that now exists. You may not 
know, however, of the persistent and 
thoroughly organized efforts that are be- 
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View in the Bookkeeping Office of the 
National Bank of Commerce, St. Louis, Mo. 


“Our initial installation of four Underwood 
Bookkeeping Machines was made about one 
year ago. We now have twenty-two machines 
in active service and it gives us pleasure to 
state that the equipment has fulfilled our ex- 
pectations in every respect.’’ 


F. E. EATON, Asst. Cashier 


The National Bank of Commerce, 
St. Louis, Mo. 


Name____ 


JX many an otherwise modern bank, 
one department is still fettered by 
the methods of the Middle Ages. 


The bookkeeping is done by uncertain 
brains and slow hands rather than by 
swift, infallible machines. 


When the Underwood Bookkeeping 


Machine is installed, waste is elimi- 
nated; precision takes the place of in- 
accuracy; certainty supplants doubt. 


Underwood Accounting, by lifting 
the ‘‘Shadow of the Pen,” clears the 
vision of Executives, and facilitates 
perfect control of every department. 


UNDERWOOD TYPEWRITER CO., Inc., Underwood Building, New York 


Branches ii all principal cities 


UNDERWOOD 
Bookkeeping 


MACHINE 


ee 


UNDERWOOD TYPEWRITER CO., INC., Underwood Building, New York 


Oo Send Underwood Bookkeeping Machine of, send a cons of ene Logegery 
\— out of the Shadow 0 © vem. 


representative from nearest branch office 


Address 


J.A.B.A. 
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ing made by the tax commissioners to 
amend or remove Federal supervision of 
the taxation of national banks so that 
complete authority will be given the va- 
rious states to tax national banks as well 
as state institutions in any manner they 
may choose. These efforts have, as indi- 
cated by a meeting of the Tax Commis- 
sioners Association held in Minneapolis 
recently, taken the form of the drafting 
of a law which efforts will be made 
to get through the various legislatures 
at session this winter, by which banks 
will be taxed on their income on a grad- 
uated scale similar to the surtax now ap- 
plied to incomes. The preparation of 
this proposed law accounts for the efforts 
of the tax commissioners as to their 
persistent efforts in amending or repeal- 
ing Section 5219 of the Federal Statute. 
It is, of course, conceded that a uniform 
law covering bank taxation is desirable, 
but I am of the opinion that too many 
possibilities lie in bank taxation based 
on income and that a universal law of 
this kind should not be favored by banks. 


Ohio and Illinois 


Various states have endeavored to solve 
the problem. In Ohio and Illinois an ef- 
fort has been made to tax all property 
on the same basis. Minnesota has a 
classified tax law with a light rate on in- 
tangibles, without adopting a personal 
income tax on business or corporation 
taxes. New York, Massachusetts and 
Wisconsin have a workable, modern sys- 
tem of state and local taxation. The new 
state personal income tax in New York 
treats dividends from bank stock the same 
as income from any other business, which 
surely is an equitable provision, more so 
than a graduated income tax would be. 
There is no reason why income from a 
bank that earns $100,000 should be taxed 
greater than income from the same 
amount of invested capital.in a bank that 
earns only $50,000. 

Then there is the field of earned and 
unearned income which has entered into 
the income tax system, which would add 
further complication to a universal in- 
come tax based on the income of the 
bank. The more the subject is studied, 
the more we will come to consider bank 
stock as tangible property because all the 
information desired as to ownership of 
the shares and value of the stock can be 
obtained from the bank without aproach- 
ing the owner of the shares. Bank stock 
stands out in the open while all other 
property classed as intangible does not, 
and there is always the oportunity for 
argument between the owner of the prop- 
erty and the assessor as to actual value 
of property other than bank shares. 

The fundamental principle involved in 
Section 5219 was that bank stock should 
not be taxed greater than the same class 
of property in the hands of individuals, 
and taking this principle as a guide, bank 
stock should be taxed on the same basis 
as other personal property. You cannot 
help but arrive at this conclusion if the 
subject is studied thoroughly. A com- 
parison of an investment of capital in 
bank stock with a like amount invested 
in other corporations or partnership en- 
gaged in merchandising or manufacturing 
will bring you to this conclusion. In 


other corporations the capital shares are 
not taxed, but the property in which the 
capital is invested is taxed. With banks, 
the capital is taxed, and under the law the 
result of the invested capital or the de- 
posits in the bank are supposed to be re- 
turned for taxation of the owners of the 
deposits. This is not done as a rule but 
the fact that it is not done is not the 
fault of the banks and they should not be 
charged with the fact that money on 
deposit generally is not taxed. 


The Purpose 


The purpose of Section 5219 is clearly 
to prevent the sovereign state into whose 
territory an alien corporation receiving 
its charter not from the state but from 
the Federal government is located, from 
thwarting the governmental purpose for 
which the national bank was created by 
either destroying or crippling it, the pol- 
icy of the government being to make the 
national bank independent of the state 
authorities, thereby making it possible for 
the national bank to function even if the 
state should attempt to take over the 
business of banking or destroy the state 
bank system, as was done in North 
Dakota. Radical changes in the law 
might make it possible for state authori- 
ties not only to tax national banks, but 
to reach out to tax the Federal Reserve 
Banks in the state in which they are lo- 
cated. 

Two distinct plans might be adopted in 
amending Section 5219. First a complete 
and definite tax on banks by the Federal 
government for the benefit of the states, 
second the continuation of the permission 
to the state to tax the stock of the banks 
with restrictions similar to those now 
contained in the law to guard against 
abuses or exorbitant taxes by states au- 
thorities such as developed in North Da- 
kota. 

You are, of course, all familiar with 
the two important bills that have been in- 
troduced in Congress in this connection, 
the McFadden Bill and the Kellogg Bill, 
the latter which provides for classifica- 
tion of national and state banks, which in 
the light of experience in our state is the 
worst possible grouping, and this bill 
should be vigorously opposed. The Mc- 
Fadden Bill, with some slight changes 
by which tangible personal property in 
the hands of individuals can be equitably 
taxed should be made the basic principle 
for taxing bank shares. An amendment 
to Section 5219 might be written that 
would cover this point. Such amendment 
would be, “the tax imposed shall not be 
at a greater rate than is imposed upon 
the tangible personal property, generally 
of the individual citizen of the state, or 
greater in rate than is assessed against 
banking institutions organized or created 
under the laws of the state.” 

The McFadden Bill carries the provi- 
sion that an income tax may be substi- 
tuted for a tax on the shares of national 
banks, but the bill is not well worded. A 
better wording would be “In any state 
where a ‘tax in lieu of a personal prop- 
erty tax is assessed upon net income, such 
state may, in lieu of a tax upon the shares 
of stock impose upon a bank an income 
tax, but such tax shall not be at a greater 
rate than is assessed against the like net 
income of citizens of the state,” 


I recently read a very interesting article 
in one of the financial journals by Robert 
Murray Haig, Ph.D., School of Business, 
Columbia University, the title to which 
was, “The Crisis in State and Federal 
Taxation of Banks.” In my judgment 
the crisis exists very largely in the minds 
of members of the State Tax Commis- 
sioners Association. Banks in our part 
of the country have never resisted or 
complained of taxes that were somewhere 
near equitable. Bank stock with us has 
always been taxed considerably higher 
than any other class of property and 
there has been no difficulty on the part of 
the taxing authorities in arriving at the 
value of the bank shares. In our state 
we have demonstrated the fact that banks 
are not tax evaders, for notwithstanding 
the fact that under the Federal laws and 
by the decision of our State Supreme 
Court, the taxes assessed against national 
banks for the years 1919, 1920, 1921 and 
1922, and against state banks for the 
years 1920, 1921 and 1922, were illegal 
and uncollectible, our banks, after collec- 
tively going over the situation volun- 
tarily made the effort to pay a tax on 
their shares of stock for the years in- 
volved equal to the tax imposed on other 
classes of personal property and payment 
has been made by practically all the banks 
in the state on this basis, and I am sure 
North Dakota banks have no monopoly 
on the spirit of fairness and equity shown 
by this act. 


The General Policy 


Taking the whole subject into consid- 
eration, I can see no reason for chang- 
ing the general policy of taxation of bank 
shares which was established under Sec- 
tion 5219 of the Federal Statute, and be- 
lieve that this general policy should be 
continued. The present and probably per- 
manent laws taxing the income of the 
bank and the income of the shareholders 
other than that part of income derived 
from a bank or other corporation on 
which the tax is paid by the corporation, 
with the possible exception that bank 
stock should be classified and taxed the 
same as all other personal property in 
the hands of individuals, covers the en- 
tire situation very thoroughly. 

It is true that bank stock is intangible 
personal property, but it is one type of — 
intangible property that the assessor can 
always locate and on which the actual 
value can be fixed for the bank is com- 
pelled to give a list of the shareholders 
to county officials, and the sworn pub- 
lished statements of the bank leaves no 
door open to evade or misrepresent the 
value of the shares. 


Elections 
Officers were elected as _ follows: 
President, W. B. Hughes, Nebraska; 


First Vice-President, Mrs. Helen Brown, 
Michigan; Second Vice-President, W. FL 
Augustine, Virginia; Secretary, M. A. 
Graettinger, Illinois; members Board of 
Control, H. G. Huddleston, Tennessee; 
Edward J. Gallien, New York; William — 
A. Philpott, Texas. 

Cc. W. Allendorfer of Kansas City 
spoke in behalf of Clearing House plans — 
and in explanation of the County Burean ; 
of Credits, 

. 
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Owners of the good Maxwell report that 
it is unusually repair-proof. The tremen- 
dous inroads it is making in public favor 
are directly due to its superior performance. 


Cord tires, non-skid front and rear; disc steel wheels, demountable at 
rim and at hub; drum type lamps; Alemite lubrication; motor-driven 
electric horn; unusually long springs; new type water-tight wind- 
shield. Prices F. O. B. Detroit, revenue tax to be added: Touring Car, $885, 
Roadster, $885; Club Coupe, $985; Four-Passenger Coupe, $1235; Sedan, $1335 


MAXWELL MOTOR CORPORATION, DETROIT, MICHIGAN 


MAXWELL MOTOR COMPANY OF CANADA,LTD., WINDSOR, ONT. 


“The Good 


mAAwWwE LL, 
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Comptroller's Position on Branch Banking 


URING the last session of 
Congress, bills relating to 
branch banking were intro- 

duced by Senator Reed, Senator 
Capper, Representative Dyer, Rep- 
resentative McFadden and Repre- 
sentative Millspaugh. 

The bills introduced by Senators 
Reed, Capper and Representative 
Dyer were identical. These pro- 
hibited a national bank association 
from owning or operating a branch 
bank or branch office and provided 
that any such branches in existence 
be discontinued. 

Mr. Millspaugh’s bill prohibited 
branches also, but proposed to ex- 
empt from the provisions of the bill 
branches or offices opened prior to 
July 1, 1922. 

Mr. McFadden’s bill proposed 
that the Comptroller of the Cur- 
rency might authorize branches in 
any state where state banks or trust 
companies are authorized to operate 
branches, “and not elsewhere.” 

The position of D. R. Crissinger, 
Comptroller of the Currency, on 
branch banking is set forth in the 
following letter to Congressman 
Dyer, bearing date of August 15: 


“T have your letter of August 14. 


and note your inquiry about branch 
banks. There is very much mis- 
information which has worked itself 
into a propaganda that is wholly 
unwarranted. The ruling that I 
have made does not in any way 
affect the state of Missouri, but 
one of your national bankers out 
there, acting upon the advice of his 
own attorney, established an office 
or agency in St. Louis, which has 
started the rumpus. I have particu- 
larly ruled in every instance that no 
branch office or agency would be 
authorized by me in states where 
state institutions did not have like 
facilities. It ought to be clear and 
it is fair, and there is no reason for 
anybody misunderstanding it. 

“T have, on the other hand, per- 
mitted national banks in the large 
cities of states that permit state 
banks and trust companies to have 
agencies or offices, the privilege to 
have like agencies or offices, and no 
place else, and I think that is fair 
and equitable, and is, I believe, au- 
thorized under the National Bank 
Act. 

“Tf it had been my duty to make 
the laws of the various states of the 


Union I should not have permitted 
branch banking, but, unfortunately, 
twenty-two states of the Union, 
either by permissive action of the 
State Superintendents of Banking 
or by direct authorization of the 
legislatures of the states, do permit 
agencies, offices or branch banks. 
This has brought about a condition 
which threatens the national bank- 
ing system in these respective states. 
To illustrate: In my own state of 
Ohio we have a bank in Cleveland 
operating under a state charter, with 
forty-six branches in that city, and 


is now extending its operations. 


throughout the state, and has ab- 
sorbed—practically put out of busi- 
ness—all the big national banks in 
Cleveland, and we have, I think, 
four small national banks left. 
“Take the city of Detroit, with 
only three national banks, with a 
population of 900,000, the rest hav- 
ing been put out of business by 185 


state banks and branches. 

“There are two very serious sides 
to this proposition, and if the back- 
bone of the national finances is to be 
preserved we have got to preserve 
the national banking system in 
order to accomplish it, so I say to 
you, if I had originally been passing 
the laws of the various states I 
would not have permitted branch 
banking, but it is not a theory—it is 
a condition that has got to be met 
now, if we are to preserve the sys- 
tem which has been the backbone of 
the country since 1865. 

“T, indeed, would be glad to talk 
this matter over with you, and I 
have the legislation in my head that 
I think would correct the whole 
thing and preserve the situation 
probably as you want it preserved, 
and if you can spare a little time I 
shall be very glad to go over the 
whole situation with a view of ap- 
propriate legislation. 


Underwood & Underwood 


TRIBUTE TO FOUNDER OF AMERICA’S BANKING SYSTEM—ALEXANDER HAMILTON 


Scene in Trinity Churchyard, New York. 


During the convention a wreath from the American 


Bankers Association was placed on the tomb of Alexander Hamilton. 
Left to right—Henry Collins Brown, of the New York Historical Society; George C. Heilner, 
representing the Sons of the Revolution; Charles Olney, of the Bank of New York, founded 
by the great Federalist; William J. Boyd, sexton of Trinity Church; and William G. Fitzwilson, 
Secretary of the American Bankers Association, 
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The Harvest Is Ready, But 
He Has No Harvesters 


The Curtis Publishing Company, Independence Square, Philadelphia, Pennsylvania 
The Ladies’ Home Journal 


The Country Gentleman 
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A group of bankers loaned over $10,000,- 
000 to a company whose product was 
sold largely to farmers. 


Later, when farmers were not buying, 
these bankers had to take charge of the 
business, and for nearly two years have 
directed its management. 


They have kept the plant in perfect 
condition, and in every ‘way have pro- 
tected the physical assets on which they 
made the loan. 


But all advertising was discontinued. 


The productive capacity of the plant was 
maintained, and goods can be made in 
quantities, but the output cannot be sold, 
because no effort has been made to main- 
tain a demand for the company’s product. 


The sales organization has been badly 
shattered and many of the best dealers 
have been lost as a result. 


Now that farmers are buying again, 


the company cannot profit, and the sales 
machinery must be built anew. 


The harvest is ready, but the 
company has no harvesters 


About a third of our people live in the 
country. Manufacturers of anything the 
farmers use, eat or wear cannot afford to 
neglect this large market, and bankers 
should see to it that their customers 
protect at all times the asset of good 
will and consumer demand. 


The farmers are buying now. The 
United States Department of Agricul- 
ture estimates they will have a billion 
and a quarter dollars more to spend 
than last year. 


Representatives of THE COUNTRY 
GENTLEMEN will be glad to discuss 
this great sales opportunity with any 
one interested. 


The COUNTRY 
GENTLEMAN 


The Saturday Evening Post 
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Our Stock of Gold a Sacred Trust 


Address of Governor Benjamin Strong 


OVERNOR Benjamin Strong of 

the Federal Reserve Bank of New 

York was one of the speakers at a 
luncheon on Tuesday, October 3, at the 
Waldorf-Astoria hotel given by the Com- 
mittee of One Hundred for Thomas B. 
McAdams and the Executive Council 
of the American Bankers Association 
in which he declared that the great store 
of gold in this country was a sacred trust. 
Governor Strong said: 

Since the outbreak of the war, writers 
and speakers upon public questions, have 
set forth to us various reasons why we 
might expect a breakdown of the world’s 
economic machinery, of what calamities 
—social, political and economic—were 
about to overtake the world, and in some 
cases just about when this was all to 
happen. 

While gloomy and ominous views as to 
currencies, debts, foreign exchange, Bol- 
shevism, government insolvencies, and 
like affairs are absorbing people’s atten- 
tion, let me remind you of the most im- 
portant thing that appears to be taking 
place. We sometimes forget it. 


Reasons for Confidence 


The earth is still growing crops, the 
soil is still fertile, the sun shines on it, 
the rains fall upon it, and the crops are 
grown and harvested and feed people. 
The mines still furnish us with coal and 
metals. The forests still grow, and the 
oceans and rivers still give up their an- 
nual catch of fish. A small section of 
the world has been injured and a small 
fraction of Europe has been devastated 
by the war, considerable property has 
been destroyed, and millions of young 
men to our great sorrow have been 
killed and maimed. It was a calamity 
of awful moment, but sad as is the 
plight of the sufferers, the old world still 
goes on producing. And how small the 
destruction when compared to the whole 
of the great earth, and its capacity to 
continue giving us all that we need if we 


are willing to work to get it. It is, I 
believe, a fact that since the Armistice 
was signed in 1918, standards of living 
in the world at large have gradually 
shown a net improvement and especially 
sO in most parts of middle Europe; the 
ships of commerce still traverse the seven 
seas; means of transportation and com- 
munication in most parts of the world 
are as abundantly supplied as ever; the 
world’s institutions of learning are 
crowded with students; science seems to 
have suffered no check in its develop- 
ment; and yet we know that something is 
wrong. Surely nature remains the same 
and retains her capacity to reward us for 
our labor. ; 

I am tempted to quote from the 100- 
year-old hymn that “every prospect 
pleases and only man is vile” because un- 
less I am wholly mistaken, if there is 
nothing fatally wrong with nature and 
with the material things of this world, 
then the trouble must be with same of 
the workers and possibly with the instru- 
ments, especially what I shall call the 
pyiteais of bookkeeping, which they em- 
ploy. 

The point that I wish to make can be 
illustrated in a crude way by describing 
another very simple fact: We think of 
wealth in terms of money, which is sim- 
ply a representative word, enabling us to 
express measurement, and we think of 
our own country in terms of dollars as 
the one enjoying the greatest national 
wealth. Three or 400 years ago our 
country had greater resources in the soil, 
in mineral and oil deposits, in the forests 
and rivers, than exist today, because 
some of those resources have since been 
consumed, and yet 300 years ago many of 
the few million Indians living in the 
midst of this abundance starved every 
winter for lack of food. Natural re- 
sources alone, therefore, do not make 
wealth. On the other hand, there are 
nations in the East with populations in 
numbers and density far exceeding our 


own, where poverty, famine and starva- 
tion have existed in recent years in ap- 
palling proportions. What does this all 
mean? To me it means that natural re- 
sources alone are not wealth; that popu- 
lation alone is not wealth. Wealth, then, 
must be what the earth delivers in re- 
sponse to the work—the energy—of hard 
working people, applied to nature with 
useful instruments to aid their toil. 
It is the practice of thrift, the ca- 
pacity for invention, that makes wealth. 


Not Due to War Alone 


The damage to the world’s eco- 
nomic welfare and the consequent im- 
pairment of morale is due not alone to 
a war of four years’ duration, but to 
forty years or more of preparation for 
war, in which too many of the world’s 
workers were engaged in building up mil- 
itary machines. Their principal product 
was heavier taxes. It was misdirected 
energy in which millions of men were 
only consumers and not equivalent pro- 
ducers. And this process of arming for 
conflict had its natural and usual outcome 
in the conflict itself, which completed in 
a dramatic and tragic way the work of 
destruction which had been going on for 
many years in a less obvious way. This 
destruction, not of physical property 
alone, which has been comparatively 
slight, but of morale, of the spirit of 
energy and enterprise, cannot be wholly 
restored until the conditions are  suit- 
able to inspire it. 


Much to Encourage 


But looking at the situation more 
strictly with regard to material progress, 
there seems to be much from which to 
draw encouragement. We know, for 
instance, that the world is producing an 
increasing supply of foodstuffs; that the 
requirement for emergency feeding in 
various parts of the world has almost 
disappeared; and that the distribution of 
food supplies and other essentials of life, 
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Write Today 


Send the information blank now! Thousands of Americans are 
investigating this newest and greatest Christmas gift. The United 
States Government’s literature will be sent you without any obliga- 
tion. You will receive a free description of the U. S. Government 
Travel Certificate and a beautiful new booklet showing actual 
photographs of both the exteriors and interiors of the ships. Write 
for it today! Now. Christmas is not far away. 


A Trip A 
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le you are thinking of giving some loved 
one the opportunities of a trip abroad, 
send the information blank below today! 
A new Christmas gift has been created. 
It is probably the greatest Christmas gift 
ever offered, because it brings the happiness 
of anticipation, the happiness of realization 
and the happiness of golden memories. 
This Christmas you may give some 
loved one the delights of an ocean voyage; 
new sights, strange lands; education and 
diversion that make life richer forever after. 
The pulse will quicken at the thought of 
the voyage (it may be taken at the con- 


broad — 


The Gift Supreme 


venience of the traveler). The mind will 
conjure up lightening views of the myriad 
delights to come. Then the trip itself— 
crowded days of seeing, hearing, living! 
And the years after, when cherished 
memories grow more and more lustrous! 


You will give all when you give a United 
States Government Travel Certificate. 


Find out about the greatest of all 
Christmas gifts. Find out about the swift, 
new U. S. Government ships that will 
carry your loved ones to the land of their 
dreams. You will be under no obligation. 


The U. S. Government Travel Certificate 


The ships are owned by the United States 
Government. They are operated by: 

Tue UniteD STATES Lines from New 
York to Europe; 

THE ADMIRAL-ORIENTAL 
Seattle to The Orient; 

Tue Paciric Mart STEAMSHIP COMPANY 
from San Francisco to 
the Orient via Honolulu; 

THE Munson STEAM- 
sore Lines from New 
York to South America; 


Line from 


Information Dept. 2898 


Please send without obligation the U. S. Government literature 
Government Travel Certificate and the ships that go to OD Europe, 


Tue Los ANGELES STEAMSHIP COMPANY 
from Los Angeles to the Hawaiian Islands. 

All are experienced steamship operators 
and have made possible a service which is 
making the American Merchant Marine a 
tremendous success. 


INFORMATION BLANK 
To U. S. Shipping Board 


The Orient, (J Honolulu. 


U.S. SHIPPING BOARD 


Washington, D. C. 


explaining the U. S. 
D South America 0, 
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is becoming more effective. Even with 
respect to Germany, we may gain some 
idea of the material progress which is 
being made by quoting from recent re- 


ports. Take for example German im- 
ports. Figures published this month in 
the London Economist show_ increases 


from 1,500,000 metric tons in May, 1921, 
in an almost steady ratio, until they 
reached 4,800,000 tons in July of this 
year. I have been told within the last 
few days that unemployment in Germany 
is now estimated at 100,000 men, although 
considerable sections of industry are still 
working on part time. A dispatch from 
Berlin dated September 11, states the 
ship movement in and out of the port 
of Hamburg for the first seven months 
of this year to be 14,500,000 net tons, 
compared with 9,000, 000 tons in the cor- 
responding period last year, 4,000,000 tons 
in 1920, and less than 1,500, 000 tons in 
1919. The improvement in "shipping in 
the port of Bremen is reported to be 
equally striking. Reports of exports 
also indicate improvement. Measured by 
weight—as values in marks are meaning- 
less—they averaged in the last five months 
of 1921, 1,750,000 metric tons a month 
against "2,000,000 a month in the first 
seven months of 1922. Figures of similar 
import can be reported for other coun- 
tries. Do not understand me to imply 
that the recovery has been fully to pre- 
war conditions, nor in fact to such stand- 
ards as are essential to the well-being of 
Europe. But it has been both striking 
and encouraging. These and similar 
reports do emphasize, however, that the 
material well-being of the world, which 
can be judged in part by the quantity of 
goods purchased and consumed, has been 
improving despite the deplorable impair- 
ment of the instruments which we have 
heretofore considered almost essential to 
the successful conduct of modern indus- 
try and commerce. 


Economic Machinery 


What the world needs today is a re- 
construction of economic machinery so 
that there may be a more effective appli- 
cation of the energy of workers to the 
production and distribution of the things 
that we need, and such a reorganization 
as will insure that what is produced is 
fairly distributed among the workers in 
return for the work done by each. 

Bank notes, bank deposits, credit, for- 
eign exchange—all of these things are 
simply man devised bookkeeping instru- 
ments with which the transaction and 
accounts of trade are conducted, just as 
government loans and taxes are the in- 
struments with which the financial busi- 
ness of governments are conducted. 
Fluctuations in the value of purchasing 
power of these instrument means uncer- 
tainty as to the value of everything, in- 
cluding the labor of working men, but 
still worse, injustice to one or another 
class of people, and consequently dissatis- 
faction and discontent. You have ob- 
served how quite inevitably discussion 
centers upon just such matters as gov- 
ernment debts, taxes, currencies and 
exchange, but the restoration of depre- 
ciated currencies, the return of foreign 
exchanges to par, the resumption of gold 
payment, even the cancellation of gov- 


ernment debts, the reduction of taxes, 
and the balancing of budgets in conse- 
quence, will not of themselves alone in- 
crease production one iota, any more than 
the creation of these enormous debts and 
the printing of the currency increased 
production. Only work will do that. But 
the object to be accomplished by a reor- 
ganization of these bookkeeping affairs 
is nevertheless of prime importance. It 
will help to repair shattered morale, in- 
crease the incentive to work, to produce 
and to save, and replace discouragement 
with hope. It will lessen causes for dis- 
satisfaction and social unrest, and dispel 
the feeling that injustice is being suffered. 
Without improved morale, increase of 
production and distribution will be slow, 
people will not work hopefully and effi- 
ciently for inadequate or uncertain re- 
turn, and the standard of living, which 
means not only food and clothing, but 
education and healthy enjoyment, may 
indeed decline. 


New Currency Proposals 


A great variety of proposals have been 
advanced for dealing with these matters, 
especially depreciated currencies and for- 
eign exchanges. 

Possibly a word of doubt is justified 
as to some of these plans, but I shall 
only refer to those relating to the for- 
eign exchanges. They all present one 
similar characteristic, which is that some 
new kind of currency or instruments of 


payment shall be created through the 


agency of a new organization with a vast 
capital and gold reserve; that these new 
instruments shall be employed for inter- 
national payments and be issued against 
credits extended by the organization, and 
that they shall be maintained at gold par. 
Any such currency,. issued against credits 
extended to Europe, could be stable in 
value and equivalent to gold only so long 
as it was promptly redeemed in gold. It 
would, in fact, be subject to the same 
influences which now influence any gold 
movement. In other words, it would im- 
mediately come to this country. There 
would be nothing for us to do with it 
except to redeem it. Such currency could 
not make our foreign payments any bet- 
ter than present instruments of payment, 
nor could it be exported any more than 
gold can be exported under present con- 
ditions. Once here it would stay here. 
The gold reserve would promptly be 
shipped to this country just as other gold 
now comes to this country. If, on the 
other hand, it was not redeemed in gold, 
then it would depreciate just as any other 
irredeemable currency depreciates and its 
value as a stable international medium 
would disappear. Such an organization 
could do no more than our existing credit 
organization is now doing in extending 
credit to Europe and in maintaining an 
international gold currency, so long as 
the currency depreciation continues in 
Europe and gold payment is suspended. 


Must Live Within Incomes 


In fact, no one of the plans that I 
have seen is capable of success until gov- 
ernments live within their incomes and 
until the amount of taxes required to 
enable governments to live within their 


incomes is within the capacity of those 
upon whom the taxes are levied to pay 
them. The penalty of an unbalanced 


budget is a depreciated currency, and a | 
The penalty of | 
excessive taxation is to retard enterprise 
and production. We here see the vicious | 


depreciated exchange. 
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circle of currency depreciation and de- | 
clining revenues, increasing expenses and _ 


taxes and arrested or reduced production, 
which means a reduced capacity to pay 
taxes. So soon as public opinion enables 
or requires governments to reduce-ex- 
penditures to the point where bearable 
taxes will cover them, then further issues 
of currency will cease, and not until then. 


Fluctuating currency and 


ardous. They retard the development of 


exchange | 
values render trade speculative and haz- | 


our trade with the rest of the world — 


and theirs with us. How may the Ameri- 
can bankers assist in European recovery, 
and by so doing, how may we assist 
ourselves? I believe that no one ques- 
tions the generosity of the American 
people, nor doubts their desire to help. 


It is upon such matters as this that we _ 


can reflect with some profit. 
The emergency of the war created 


conditions which resulted in our receiv- 


ing about a billion dollars of the world’s 
monetary gold prior to our entering the 
war, and on balance over a half a million 
more since the war ended. Our gold 
stock is still being increased by importa- 
tions. The warring nations, which sus- 
pended gold payment, resorted to printing 
paper money and suffered currency depre- 
ciation. We, on the other hand, with 
this great store of gold, have had thrust 
upon us the capacity to expand our credit 
and currency upon a gold basis just as 
a large part of Europe expanded its 
currency issues without adequate gold 
basis. If permitted to do so, this gold is 
capable of bringing about a dangerous 
enlargement of credit in this country with 
consequences which might be more dis- 
turbing to our economic welfare than if 
we had never received the gold. We 
should, I believe, regard our excess of 
gold as a sacred trust. Of course, we 
shall employ it as the basis for the ex- 
tension of all the credit that is required 
for the sound development of our domes- 
tic and foreign commerce. But it must 


not be permitted to encourage or sustain 


the kind of speculation which adds noth- 
ing to our wealth, our welfare or our 
happiness, which would, in fact, only 


raise prices, and which would eventually 


undermine our prosperity. It is so ample 
and more than ample for all of our 
legitimate requirements that we need feel 
no misgivings as to the solidity of our 
credit structure no matter what emer- 
gency may arise. 


Now our bankers can probably do little 
to influence the policies of foreign gov- 
ernments and firiance ministers. I do not 
believe that we can just now successfully 
aid with schemes for issuing new curren- 
cies, or for stabilizing the exchanges until 
the fundamental conditions which I have 


mentioned justify that kind of help; but 


we can at least maintain ourselves in con- 
dition so that we may render effective 
aid when conditions warrant our doing 
so and i in the meantime preserve our own 
economic strength unimpaired. | 
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Administration Building—Maryland Casualty Company 


As Sound as Banking 


The exacting standards used by bankers in passing upon loans and 
securities should be applied to Casualty and Bonding Insurance. 


These standards can be applied to the Maryland Casualty 
Company in its casualty and bonding business. 


The Company’s resources are over $30,000,000, including capital 
and surplus of $10,389,908. 


In twenty-four years it has paid out over $73,000,000 in claims. 
It is qualified to write bonds for the United States Government 
up to $1,038,990. 


The Company enjoys the reputation of treating its policyholders, 
obligees and claimants fairly and justly. 


Sixty-five claim divisions are conveniently located throughout its 
territory for prompt and efficient service to policyholders. 


Maryland Casualty Company 


Baltimore 


Casualty 
Insurance 


Surety 
Bonds 


Agents from Alaska to Panama 
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It is, however, my confident belief that 
gradual improvement is taking place in 
the material conditions under which peo- 
ple are living abroad, notwithstanding 
what you may regard as evidence to the 
contrary. This affords ground for stead- 
ily increasing hope that European govern- 
ments will be able to deal successfully 
with the bookkeeping problems to which 
I have referred. More regular employ- 
ment and more comfort for the working 
man, gradual enlargement of the business 
turnover, the subsidence of political un- 
easiness and distrust, a better public un- 
derstanding of the problems of debts, 
taxation and currencies, and the adjust- 
ment of men’s minds and habits to new 
conditions of life for which the human 
race seems to enjoy an unexpected ca- 


pacity, all lead me to believe that while 
still obscure, the foundations of public 
opinion, upon which the work of repair 
must rest, are gradually being laid. 

If all this be true, then indeed the day 
may come when American bankers can 
safely and profitably enter into under- 
takings which in fact we alone of all the 
nations have the strength to make. We 
can furnish assistance for currency and 
banking reestablishment in Europe, we 
can invest in their enterprises and aid in 
their refunding, not alone by lending them 
credit—but by later returning the gold 
which will be essential to enable them to 
help themselves. 

But of paramount importance in restor- 
ing the confidence of people in their gov- 
ernments, in their financial* systems, in 


credit, in the purchasing power of cur- 
rencies and in all of those things which 
afford us security in the value of our 
labor, of what we produce, and of what 
we save, is the assurance we must have 
that we have seen the end of devastating 
wars. 

Seward Prosser presided. Other 
speakers were Myron T. Herrick, Am- 
bassador to France; Thomas B. Mc- 
Adams; Dwight Morrow of the firm of 
J. P. Morgan & Co.; John H. Puelicher, 
president of the Marshall & Ilsley Bank, 
Milwaukee; Pierre Jay, Fred N. Shep- 
herd, Seymour L. Cromwell, Walter E. 
Frew, Reginald McKenna, Walter W. 
Head, Stephen Baker, Richard S. Hawes, 
Guy Emerson, P. W. Goebel and Senator 
William Calder. 


Committees and Commissions 


RESIDENT PUELICHER has an- 
P nounced the membership of commit- 

tees and commissions for the year 
1922-23 as follows: . 


Administrative Committee 


John H. Puelicher, president Marshall 
& Ilsley Bank, Milwaukee, Wis., chair- 
man. 

J. W. Barton, vice-president Metro- 
politan National Bank, Minneapolis, 
Minn. 


Samuel H. Beach, president Rome Sav- 


ings Bank, Rome, N. Y. 

Alexander Dunbar, vice-president Bank 
of Pittsburgh N. A., Pittsburgh, Pa. 

Walter W. Head, president Omaha Na- 
tional Bank, Omaha, Nebr. 

Frank L. Hilton, vice-president Bank 
of the Manhattan Co., New York, N. Y. 

William E. Knox, president Bowery 
Savings Bank, New York, N. Y. 

Thomas B. McAdams, vice-president 
Merchants National Bank, Richmond, Va. 

H. A. McCauley, president Sapulpa 
State Bank, Sapulpa, Okla. 

Waldo Newcomer, president National 
Exchange Bank, Baltimore, Md. 

Theo. G. Smith, vice-president Central 
Union Trust Co., New York, N. Y. 

Oscar Wells, president First National 
Bank, Birmingham, Ala. 


Finance Committee 


Walter W. Head, president Omaha 
National Bank, Omaha, Nebr., chairman. 

W. Meade Addison, president Planters 
National Bank, Richmond, Va. 

Wm. J. Gray, vice-president First Na- 
tional Bank, Detroit, Mich. 

Jacob H. Herzog, vice-president Na- 
tional Commercial Bank & Trust Co., 
Albany, N. Y. 

Chas. H. Ireland, president Washburn 
Bank, Washburn, III. 

Fred A. Irish, vice-president First Na- 
tional Bank, Fargo, N. D. 

J. J. Jamieson, cashier First National 
Bank, Shullsburg, Wis. 

William E. Knox, president Bowery 
Savings Bank, New York, N. Y. 

Arthur V. Morton, vice-president Penn- 
sylvania Co. for Insurances on Lives 
a Granting Annuities, Philadelphia, 

a 


Agricultural Commission 


(Note: Numbers in parenthesis indi- 
cate Federal Reserve District.) 

Burton M. Smith, (7) president Bank 
of North Lake, North Lake, Wis., Chair- 
man. 

E. J. Bodman, (8) vice-president and 
secretary Union & Mercantile Trust Co., 
Little Rock, Ark. 

C. E. Burnham, (10) president Nor- 
folk National Bank, Norfolk, Nebr. 

J. Elwood Cox, (5) president Commer- 
cial National Bank, High Point, N. C. 


Membership Dues 


Seventy per cent. of all bank- 
ing institutions are members of 
the American Bankers Associa- 
tion, and it is very gratifying to 
report that approximately 90 per 
cent. of our members have re- 
mitted their dues. 

Members who have not re- 
mitted are urged to send a re- 
mittance in New York funds di- 
rect to the American Exchange 
National Bank, New York, mak- 
ing checks payable to the order 
of that institution. The By-Laws 
provide that membership dues are 
payable in advance as of Septem- 
ber Ist, and to avoid unnecessary 


correspondence and delay, mem- 
bers are respectfully urged to 
forward promptly their remit- 


tance. Such cooperation will be 
appreciated. 

A certificate-draft covering 
membership dues was forwarded 
to all members under date of 
September Ist, together with an 
insert for the membership sign. 
On the reverse side of the certifi- 
cate-draft, a schedule of dues was 
printed, but if the certificate has 
been misplaced, members are re- 
ferred to the schedule of dues on 
page 74 of the August, 1922, issue 
of the Journal. <A _ remittance 
based on such schedule may be 
forwarded. 


W. I. Forbes, (9) president Bank of 
Gilby, Gilby, N. D. 

E. B. Harshaw, (3) cashier Grove 
City National Bank, Grove City, Pa. 

Joseph Hirsch, (11) president Corpus 
Christi National Bank, Corpus Christi, 
shiexac: 

Chas. B. Lewis, (6) president Fourth 
National Bank, Macon, Ga. 

John T. Manson, (1) President First 
National Bank, New Haven, Conn. 

C. D. Rorer, (12) president Bank of 
Commerce, Eugene, Oregon. 

R. D. Sneath, (4) president Commer- 
cial National Bank, Tiffin, Ohio. 

S. G. H. Turner, (2) president Second 
National Bank, Elmira, N. Y. 


Commerce and Marine Commission 


Fred I. Kent, vice-president Bankers 
Trust Company, New York, N. Y., chair- 
man. 

M. E. Ailes, president Riggs National 
Bank, Washington, D. C. 

David R. Forgan, president National 
City Bank of Chicago, Chicago, III. 

Earl S. Gwin, president Lincoln Bank 
& Trust Co., Louisville, Ky. 

Edmund D. Hulbert, president Mer- 
chants Loan & Trust Co., Chicago, II. 

J. R. Kraus, vice-president and execu- 
tive manager The Union Trust Co. 
Cleveland, Ohio. 

John G. Lonsdale, president National 
Bank of Commerce, St. Louis, Mo. 

John McHugh, president Mechanics & 
Metals National Bank, New York, N. Y. 

Robert F. Maddox, president Atlanta 
National Bank, Atlanta, Ga. 

Lewis E. Pierson, chairman of Board, 
Irving National Bank, New York, N: Y. 

Charles H. Sabin, chairman of Board, 
Guaranty Trust Co., New York, N. Y. 

J. W. Spangler, president Seattle Na- 
tional Bank, Seattle, Wash. 


Lewis L. Strauss (also secretary to the — 


commission), Kuhn, Loeb & Co., New 
cViork,e Nene 

F. O. Watts, president First National 
Bank, St. Louis, Mo. 

Daniel G. Wing, president First Na- 
tional Bank, Boston, Mass. 


D. B. Bunim, assistant secretary, 5 
Nassau Street, New York, N. Y. 


“~~ = = 
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“MOST VERSATILE” 


The Royal will type on ledger sheets up to 11 inches wide 
and the smallest of filing cards without extra attachments. Its 
speed and time saving devices reduce the cost of typing corre- 
spondence, long documents, itemized billings and forms of all 
kinds. The legibility of its carbon manifolding is notable. 


In everything that it types, the Royal produces impressions 
that rival fine printing for cleanness and refinement. 


And yet versatility is but one of the ten or twelve most 
conspicuous Royal features—features that make the pur- 
chase of a Royal the soundest typewriter investment. 


ROYAL TYPEWRITER COMPANY, INc. 
Royal Typewriter Building, 364-366 Broadway, N. Y. 
Branches and Agencies the World Over 


Chief European Office: 75A Queen Victoria Street, London, E. C. 
Principal Canadian Office: 36, Notre Dame St., West, Montreal, P.Q. 


77 Branches and 100 Representatives in Other Cities 


“Compare the Work’”’ 
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Economy Policy Commission 

M. A. Traylor, president First Trust 
& Savings Bank, Chicago, Ill., chairman. 

A. E. Adams, president Dollar Savings 
& Trust Company, Youngstown, Ohio. 

Stephen Baker, president Bank of the 
Manhattan Company, New York, N. Y. 

Richard S. Hawes, vice-president First 
National Bank, St. Louis, Mo. 

Craig B. Hazlewood, vice-president 
Union Trust Company, Chicago, II]. 

R. S. Hecht, president Hibernia Bank 
& Trust Co., New Orleans, La. 

Charles A. Hinsch, president Fifth- 
Third National Bank, Cincinnati, Ohio. 

George E. Roberts, vice-president Na- 
tional City Bank, New York, N. Y. 

H. M. Robinson, president First Na- 
tional Bank, Los Angeles, Calif. 

John W. Staley, president Peoples 
State Bank, Detroit, Mich. 

Paul M. Warburg, chairman of Board, 


International Acceptance Bank, New 
Wok, IN W% 
Evans Woollen, president Fletcher 


Savings & Trust Co., Indianapolis, Ind. 

Walter Lichtenstein, executive secre- 
tary The First National Bank, Chicago, 
Ill., secretary. 


Banking and Currency Committee of 
the Economy Policy Commission 


Paul M. Warburg, chairman of Board, 
International Acceptance Bank, New 
York, N. Y., chairman. 

R. S. Hecht, president Hibernia Bank 
& Trust Co., New Orleans, La. 

Charles A. Hinsch, president Fifth- 
Third National Bank, Cincinnati, Ohio. 

Waldo Newcomer, president National 
Exchange Bank, Baltimore, Md. 

Evans Woollen, president Fletcher 
Savings & Trust Co., Indianapolis, Ind. 


Public Relations Commission 


Francis H. Sisson, vice-president Guar- 
anty Trust Co., New York, N. Y., chair- 
man. 

Charles Cason, director of public rela- 
tions, Chemical National Bank, New 
York, INeRY 


W. G. Edens, vice-president Central 


Trust Company of Illinois, Chicago, III. - 


Fred W. Ellsworth, vice-president Hi- 
eae Bank & Trust Co., New Orleans, 

a 

Guy Emerson, vice-president National 
Bank of Commerce, New York, N. Y. 

M. E. Holderness, vice-president First 
National Bank, St. Louis, Mo. 

W. R. Morehouse, vice-president Secur- 
ity Trust & Savings Bank, Guaranty 
Office, Los Angeles, Calif. 

Gurden Edwards, secretary, 5 Nassau 
Street, New York, N. Y. 


Committee on Conference—Agri- 
cultural Credits 


M. A. Traylor, president First Trust 
& Savings Bank, Chicago, IIl., chairman. 


L. A. Andrews, president Citizens Sav- 
ings Bank, Ottumwa, Iowa. 

R. S. Hecht, president Hibernia Bank 
& Trust Co., New Orleans, La. 

George A. Holderness, chairman of 
Board, Farmers Banking & Trust Co., 
Tarboro, N. C. 

J. D. Phillips, vice-president Green 
Valley Bank, Green Valley, Ill. 


Committee of Five 


Charles deB. Claiborne, vice-president 
Whitney-Central National Bank, New 
Orleans, La., chairman. 

H. A. McCauley, president Sapulpa 
State Bank, Sapulpa, Okla. 

C. C. Vaughan, Jr., cashier Vaughan 
& Co., Franklin, Va. 

E. M. Wing, president Batavian Na- 
tional Bank, La Crosse, Wis. 

Wirt Wright, president National Stock 
Yards National Bank, National Stock 
Yards,. Til: 


Committee on Membership 


Tom J. Hartman, president Producers 
National Bank, Tulsa, Okla., chairman. 

M. W. Fitz, president Farmers Savings 
Bank, Manson, Iowa. 

Wm. B. Hughes, secretary Nebraska 
Bankers Association, Omaha, Nebr. 

David I. Mead, president The South 


Brooklyn Savings Institution, Brooklyn, 
N2gYs ; 


Harry M. Rubey, president Rubey Na- 
tional Bank, Golden, Colo. 

Members ex-officio: 

Thomas B. Paton, General Counsel, 5 
Nassau Street, New York, N. Y. 

F. N. Shepherd, Executive Manager, 5 
Nassau Street, New York, N. Y. 


Committee on Public Education 


R. S. Hecht, president Hibernia Bank 
& Trust Co., New Orleans, La., chair- 
man. 


E. H. Sensenich, vice-president North- 
western National Bank, Portland, Ore., 
vice-chairman. 


Clarence R. Chaney, assistant cashier 
Northwestern National Bank, Minneapo- 
lis, Minn. 

Walter Lichtenstein, executive secre- 
a The First National Bank, Chicago, 

Carter E. Talman, assistant cashier, 
American National Bank, Richmond, Va. 

D. C. Wills, chairman of Board, Fed- 
eral Reserve Bank, Cleveland, Ohio. 

C. F. Zimmerman, treasurer Lebanon 
County Trust Co., Lebanon, Pa. 


Richard W. Hill, 5 Nassau Street, 
New York, N. Y. 


Insurance Committee 


I. H. Kempner, president Texas Bank 
and Trust Co., Galveston, Texas, chair- 
man. 


F. F. Johnson, president Boise City Na- 
tional Bank, Boise, Idaho. 


W. F. Keyser, secretary Missouri 
Bankers Association, Sedalia, Mo. 


Robert McEvilley, vice-president First 


National Bank, Cincinnati, Ohio. 
Giles H. Miller, vice-president and 
cashier Lynchburg National Bank, 


Lynchburg, Va. 


Committee on Canadian Relations 


David R. Forgan, 
City Bank of Chicago, 
chairman. 

Frank W. Blair, president Union Trust 
Company, Detroit, Mich. 

E. C. McDougal, president Marine 
Trust Co., Buffalo, N. Y 

W. D. Vincent, president Old National 
Bank, Spokane, Wash. 

Daniel G. Wing, president First Na- 
tional Bank, Boston, Mass. 


president National 
Chicago, IIL, 


Committee on Library 

Francis H. Sisson, vice-president Guar- 
anty Trust Co., New York, N. Y., chair- 
man. 

R. S. Hecht, president Hibernia Bank 
& Trust.€o- New Orleans, La. 

Carter E. Talman, assistant cashier, 
American National Bank, Richmond, Va. 

Walter Lichtenstein, executive secre- 
tary The First National Bank, Chicago, 
Ill., secretary. 


Committee on Removal to 
Washington 


Harry J. Haas, vice-president First 


_ 
uni 


National Bank, Philadelphia, Pa., chair- | 


’ man. 


A. E. Adams, president Dollar Savings 
& Trust Company, Youngstown, Ohio. 

S. H. Beach, president Rome Savings 
Bank, Rome, N. Y. 

Frank W. Blair, president Union Trust 
Co., Detroit, Mich. 

R. E. Cone, president James Valley 
Bank, Huron, SoD. 

R. R. Frazier, president Washington 
Mutual Savings Bank, Seattle, Wash. 

Richard S. Hawes, vice-president First 
National Bank, St. Louis, Mo. 

Craig B. Hazlewood, vice-president 
Union Trust Company, Chicago, III. 

Walter W. Head, president Omaha Na- 
tional Bank, Omaha, Neb. 

R. S. Hecht, president Hibernia Bank 
& Trust Co., New Orleans, La. 

Charles A. Hinsch, president Fifth- 
Third National Bank, Cincinnati, Ohio. 

Joseph Hirsch, president Corpus Christi 
National Bank, Corpus Christi, Texas. 

J. A. House, president Guardian Sav- 
ings & Trust Co., Cleveland, Ohio. 

Chas. H. Ireland, president Washburn 
Bank, Washburn, III. 

F. F. Johnson, president Boise City 
National Bank, Boise, Idaho. 

Fred I. Kent, vice-president Bankers 
Trust Company, New York, N. Y. 

John G. Lonsdale, president National 
Bank of Commerce, St. Louis, Mo. 

H. A. McCauley, president Sapulpa 
State Bank, Sapulpa, Okla. 
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Waldo Newcomer, president National 
Exchange Bank, Baltimore, Md. 

E. A. Onthank, president Safety Fund 
National Bank, Fitchburg, Mass. 

J. A. Ormond, cashier Citizens State 
Bank, Marianna, Fla. 

Francis H. Sisson, vice-president Guar- 
anty Trust Co., New York, N. Y. 

Theo. G. Smith, vice-president Central 
Union Trust Co., New York, N. Y. 

R. E. Talbott, cashier Citizens National 
Bank, Philippi, W. Va. 

M. A. Traylor, president First Trust 
& Savings Bank, Chicago, IIl. 


Committee on State Taxation 


Elmer A. Onthank, president Safety 
Fund National Bank, Fitchburg, Mass., 
chairman. 

R. W. Akin, cashier Peoples State 
Bank, Sullivan, Ind. 

O. W. Arcularius cashier Bank of 
Washington, Washington, Mo. 

Wayne Hummer, president LaSalle Na- 
tional Bank, La Salle, Ill. 

C. J. Wohlenberg, president Holstein 
Savings Bank, Holstein, Iowa. 


Special Committee on Taxation 


Oliver C. Fuller, president First Wis- 
consin National Bank, Milwaukee, Wis., 
chairman. 

Morris F. Fry, assistant treasurer 
Guaranty Trust Company, New York, 
Ney. 


C. H. McNider, president First Na- 
tional Bank, Mason City, Iowa. 

Edgar L. Mattson, vice-president Mid- 
land National Bank, Minneapolis, Minn. 

Elmer A. Onthank, president Safety 
Fund National Bank, Fitchburg, Mass. 
’ Roy C. Osgood, vice-president First 
Trust & Savings Bank, Chicago, III. 

A. C. Robinson, president Peoples Sav- 
ings & Trust Co., Pittsburgh, Pa. 


Protective Committee 


This committee is composed of five 
members and their names are not made 
public. 


Committee on Federal Legislation 


A. E. Adams, president First National 
Bank, Youngstown, Ohio, chairman. 

Eugene E. Hoge, president State Na- 
tional Bank, Frankfort, Ky. 

Ford E. Hovey, president Stock Yards 
National Bank, Omaha, Neb. 

J. B. McCargar, vice-president Crocker 
National Bank, San Francisco, Calif. 

F. J. Scheidenhelm, president State 
Bank & Trust Co., Evanston, Iil. 

Geo. O. Walson, president Liberty Na- 
tional Bank, Washington, D. C. 


Federal Legislative Council 


A. E. Adams, president First National 
Bank, Youngstown, Ohio, chairman. 

State chairmen of Federal Legislative 
Council are as follows: 


National Bank of Commerce 
in New York 


Established 1839 


STATEMENT OF CONDITION SEPTEMBER 15, 1922 


RESOURCES 


Loans and Discounts.$225,452,494.70 


Overdrafts, secured 
and unsecured .. 
United States Securi- 

ties 
Other Bonds and Se- 
curities 


Stock of Federal Re- 
serve Bank 


Banking House 

Cashin ault 
due from Federal 
Reserve Bank 

Due from Banks and 
Bankers 

Exchanges for Clear- 
ing House 

Checks and other Cash 


3,629.47 
99,531,584.53 
7,037,857.54 
1,500,000.00 
4,000,000.09 
58,472,902.14 
5,575,645.55 
59,220,192.68 


3,016,937.50 


Interest Accrued .... 1,065,113.38 


Customers’ Liability 
under Letters of 
Credit and Accept- 
30,678,299.49 


$495,554,656.98 


LIABILITIES 
Capital Paid up...... $25,000,000.00 


25,000,000 00 


‘Undivided Profits..... 12,778,559.58 


Deposits 391,716,483.46 


Dividends unpaid ... 12,556.50 
Reserved for Interest, 
Taxes and _ other 


Purposes 6,618,828.68 


1,365,476.30 


Unearned Discount .. 


Wetters of Credit.... 11,636,217.41 
Acceptances executed 
for Customers .... 


19,838,747.59 


Acceptances sold with 
our endorsement... 


1,587,787.46 


$495,554,656.98 


PRESIDENT 
JAMES S, ALEXANDER 


VICE-PRESIDENTS 


J. HOWARD ARDREY 
JOSEPH A. BRODERICK 
GUY EMERSON 


LOUIS A. KEIDEL 
DAVID H. G. PENNY 


JOHN E. ROVENSKY 
FARIS R. RUSSELL 
STEVENSON E. WARD 


SECOND VICE-PRESIDENTS 


HARRY P. BARRAND 
THOMAS W. BOWERS 
LOUIS P. CHRISTENSON 


JAMES |. CLARKE 
ELMORE F. HIGGINS 
ARCHIBALD F. MAXWELL 


EDWARD H. RAWLS 
EVERETT E- RISLEY 
HENRY C. STEVENS 


FRANZ MEYER 


CASHIER 
ROY H. PASSMORE 


AUDITOR 
PAUL B. HOLMES 


DIRECTORS 


JAMES S. ALEXANDER 
JOHN W. DAVIS 


JOHN T. DORRANCE 


Alabama—Oscar Wells, president First 
National Bank, Birmingham. 

Arizona—Gordon H. Sawyer, vice- 
president Southern Arizona Bank & Trust 
Co., Tucson. 

Arkansas—Virgil C. Pettie, vice-presi- 
dent England National Bank, Little Rock. 

California—J. B. McCargar, vice-presi- 
dent Crocker National Bank, San Fran- 
cisco, 

Colorado—Frank J. Denison, vice-presi- 
dent Hamilton National Bank, Denver. 


EDWARD D. DUFFIELD 
CHARLES E DUNLAP 
HENRY W. de FOREST HERBERT P. HOWELL 
JOHN G. SHEDD 


VALENTINE P. SNYDER 
HARRY B. THAYER 
JAMES TIMPSON 
THOMAS WILLIAMS 


Connecticut—Chas. E. Hoyt, secretary- 
treasurer South Norwalk Trust Co., 
South Norwalk. 

Delaware—Geo. H. Hall, 
Milford Trust Co., Milford. 

District of Columbia—Geo. O. Walson, 
president Liberty National Bank, Wash- 
ington. 

Florida—J. A. Ormond, cashier Citi- 
zens State Bank, Marianna. 

Georgia—Jos. S. Calhoun, president 
First National Bank, Cartersville. 


president 
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Idaho—F. F. Johnson, president Boise 
City National Bank, Boise. 

Illinois—F. J. Scheidenhelm, president 
State Bank & Trust Co., Evanston. 

Indiana—Chas. L. Zigler, vice-presi- 
dent First National Bank, South Bend. 

Iowa—John A. Cavanagh, president 
Des Moines National Bank, Des Moines. 

Kansas—C, L. Brokaw, vice-president 
and cashier Commercial National Bank, 
Kansas City. 

Kentucky—Eugene E. Hoge, president 
State National Bank, Frankfort. 

Louisiana—J. W. Bolton, president Ra- 
pides Bank & Trust Co., Alexandria. 

Maine—Chas. H. Hichborn, president 
First National Granite Bank, Augusta. 

Maryland—Heyward E. Boyce, presi- 
dent Drovers & Mechanics National 
Bank, Baltimore. 

Massachusetts—E. A. Onthank, presi- 
dent Safety Fund National Bank, Fitch- 
burg. 

Michigan—Gus Hill, president First 
National Exchange Bank, Port Huron. 

Minnesota—J. W. Barton, vice-presi- 
dent Metropolitan National Bank, Min- 
neapolis. 

Mississippi—G. J. Hauenstein, cashier 
First National Bank, Hattiesburg. 

Missouri—R. F. McNally, vice-presi- 
dent and cashier National Bank of Com- 
merce, St. Louis. 

Montana—F. T. Sterling, president 
Western Montana National Bank, Mis- 
soula. 

Nebraska—Geo. H. Gutru, president 
Newman Grove State Bank, Newman 
Grove. 

Nevada—Fred _Stadtmuller, 
cashier Washoe County Bank, Reno. 

New Hampshire—A. M. Stahl, presi- 
dent City National Bank, Berlin. 

New Jersey—Chas. H. Laird, Jr., vice- 
Ececeu West Jersey Trust Co., Cam- 

en. 

New Mexico—D. T. Hoskins, vice- 
president First National Bank, Las 
Vegas. 

New York—S. G. H. Turner, president 
Second National Bank, Elmira. 

North Carolina—J. Elwood Cox, presi- 
dent Commercial National Bank, High 
Point. 

North Dakota—R. E. Barron, presi- 
dent Second National Bank, Minot. 

Ohio—A. E. Adams, president First 
National Bank, Youngstown. 

Oklahoma—A. L. Churchill, vice- 
president First National Bank, Vinita. 

Oregon—Edgar H. Sensenich, vice- 
president Northwestern National Bank, 
Portland. 

Pennsylvania—E. P. Passmore, presi- 
dent Bank of North America, Phila- 
delphia. 


Rhode Island—Florrimon W. Howe, 
vice-president Industrial Trust Co., 
Providence. 

South Carolina—H. W. Fraser, presi- 
dent Peoples Bank, Georgetown. 

South Dakota—J. A. Pritzkau, presi- 
dent American National Bank, Redfield. 


assistant . 
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Tennessee—Chas. A. Lyerly, president 
First National Bank, Chattanooga. 
Texas—J. W. Hoopes, vice-president 
Central State Bank, Dallas. 
Utah—Frank B. Cook, president Co- 
lumbia Trust Co., Salt Lake City. 
Vermont—Geo. H. V. Allen, president 
Allen National Bank, Fair Haven. 
Virginia—Giles H. Miller, vice-presi- 
dent and cashier Lynchburg Nationa! 
Bank, Lynchburg. 
Washington—J. A. Swalwell, presi- 
dent Union National Bank, Seattle. 
West Virginia—R. E. Talbott, cashier 
Citizens National Bank, Philippi. 
Wisconsin—Oliver C. Fuller, presi- 
dent First Wisconsin National Bank, 
Milwaukee. : 


Wyoming—Sumner Miller, cashier 
Pine Bluffs State Bank, Pine Bluffs. 


In addition to the names listed above, the 
Federal Legislative Council is composed of 
the presidents and first vice-presidents of the 
Divisions and Sections, and the vice-presidents 
of the Association and of the Trust Company, 
Savings Bank, National Bank, and State Bank 
Divisions in each state. The by-laws provide 
that in each state the elective Executive Coun- 
cil member of the Federal Legislative Council 
(or if there is no such member, the state vice- 
president of the Association) shall be chairman 
of a sub-committee to be composed of the 
members of the Federal Legislative Council in 
that state and such other members as the state 
chairman shall appoint. 


Committee on State Legislation 


Craig B. Hazlewood, vice-president 
Union Trust Co., Chicago, Ill., chairman. 

V. T. Barker, president Home Savings 
Bank, Kalamazoo, Mich. 

Robert B. Clark, president The Bank 
of Tupelo, Tupelo, Miss. 

M. R. Denver, president Clinton Coun- 
ty National Bank, Wilmington, Ohio. 

Walter P. Gardner, vice-president 
New Jersey Title Guarantee & Trust Co., 
Jersey (City, Na: 

Chas. S. Hichborn, president First 
National Granite Bank, Augusta, Maine. 


D. B. Johnson, vice-president Sioux 
Falls Savings Bank, Sioux Falls, S. D. 


H. C. Lucas, president Yakima Trust 
Co., Yakima, Washington. 
_ Ray Nyemaster, vice-president Amer- 
ican Commercial & Savings Bank, Dav- 
enport, lowa. 

J. A. Ormond, Cashier Citizens State 
Bank, Marianna, Fla. ; 

Chas. L. Schenck, vice-president The 
Peoples Trust Co., Brooklyn, N. Y. 

F. J. Wikoff, president Tradesmens 
National Bank, Oklahoma City, Okla. 


State Legislative Council 


Craig B. Hazlewood, vice-president 
Union Trust Co., Chicago, Ill., chairman. 


State chairmen of State Legislative 
Council are as follows: 

Alabama—Oscar Wells, president First 
National Bank, Birmingham. 

Arizona—Gordon H. Sawyer, vice- 
president Southern Arizona Bank & 
Trust Co., Tucson, 
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Arkansas—Moorhead Wright, presi- 
dent Union & Mercantile Trust Co., Lit- 
tle Rock. 

California—F. J. Belcher, Jr., presi- 
dent First National Bank, San Diego. 

Colorado—H. M. Rubey, president Ru- 
bey National Bank, Golden. 

Connecticut—Chas. E. Hoyt, secretary- 
treasurer South Norwalk Trust Co., 
South Norwalk. 

Delaware—George H. Hall, president 
Milford Trust Co., Milford. 

District of Columbia—Geo. O. Wal- 
son, president Liberty National Bank, 
Washington. 

Florida—J. A. Ormond, cashier Citi- 
zens State Bank, Marianna. 

Georgia—H. Lane Young, vice-presi- 


dent Citizens & Southern Bank, Atlanta. — 


Idaho—F. F. Johnson, president Boise 
City National Bank, Boise. 


Illinois—Craig B. Hazlewood, vice- 
president Union Trust Co., Chicago. 


Indiana—Frank D. Stalnaker, presi- 


dent Indiana National Bank, Indianapolis. 


Iowa—Ray Nyemaster, vice-president 
American Commercial & Savings Bank, 
Davenport. 

Kansas—W ill Wayman, president Em- 
poria State Bank, Emporia. 


Kentucky—J. N. Kehoe, president 
Bank of Maysville, Maysville. 
Louisiana—J. W. Bolton, president 


Rapides Bank & Trust Co., Alexandria. 


Maine—Chas. S. Hichborn, president ; 


First National Granite Bank, Augusta. 

Maryland—Heyward E. Boyce,” presi- 
dent Drovers & Mechanics 
Bank, Baltimore. 

Massachusetts—J. H. Soliday, presi- 
dent Franklin Savings Bank, Boston. 

Michigan—V. T. Barker, president 
Home Savings Bank, Kalamazoo. 

Minnesota—C. H. Draper, president 
First National Bank, Wells. 

Mississippi—Robert B. Clark, presi- 
dent The Bank of Tupelo, Tupelo. 

Missouri—H. Y. Lemon, vice-president 
Commerce Trust Co., Kansas City. 
Montana—R. O. Kaufman, vice-presi- 
dent Union Bank & Trust Co., Helena. 
Nebraska—W. A. Taylor, vice-presi- 
dent Franklin County Bank, Hildreth, 
address mail—Hastings, Nebr. 
Nevada—Fred Stadtmuller, 
cashier Washoe County Bank, Reno. 
New Hampshire—A. M. Stahl, presi- 
dent City National Bank, Berlin. 

New Jersey—Walter P. Gardner, vice- 
president Title Guarantee & Trust Co., 
Jersey City. 

New Mexico—D. T. Hoskins, vice- 
president First National Bank, Las 
Vegas. 

New York—Chas. L. Schenck, vice- 
president The Peoples Trust Co., Brook- 
lyn. 
North Carolina—Joseph B. Ramsey, 
president First National Bank, Rocky 
Mount. 

North Dakota—James J. Earley, presi- 
dent Bank of Valley City, Valley City. 


National © 


assistant | 
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Ohio—M. R. Denver, president Clinton - 


County National Bank, Wilmington. 

Oklahoma—F. J. Wikoff, president 
Tradesmens National Bank, Oklahoma 
City. 

Oregon—FEdgar H. Sensenich, vice- 
president Northwestern National Bank, 
Portland. 

Pennsylvania—George D. Edwards, 
vice-president Commonwealth Trust Co., 
Pittsburgh. 

Rhode Island—Florrimon W. Howe, 
vice-president Industrial Trust Co., 
Providence. 

South Carolina—H. W. Fraser, presi- 
dent Peoples Bank, Georgetown. 

South Dakota—D. B. Johnson, vice- 


president Sioux Falls Savings Bank, 
Sioux Falls. 
Tennessee—A. R. Dodson, cashier 


Merchants State Bank, Humboldt. 
Texas—Edwin Hobby, vice-president 

Security National Bank, Dallas. 
Utah—Frank B. Cook, president Co- 

lumbia Trust Co., Salt Lake City. 


Vermont—George H. V. Allen, presi- 
dent Allen National Bank, Fair Haven. 

Virginia—Giles H. Miller, vice-presi- 
dent Lynchburg National Bank, Lynch- 
burg. 

Washington—H. C. Lucas, president 
Yakima Trust Co., Yakima. 

West Virginia—R. E. Talbott, cashier 
Citizens National Bank, Philippi. 


Wisconsin—Walter E. Sprecher, cash- 
ier State Bank, Independence. 


Wyoming—Sumner Miller, cashier 
Pine Bluffs State Bank, Pine Bluffs. 


In addition to the names listed above, the 
State Legislative Council is composed of the 
presidents and first vice-presidents of the Divi- 
sions and Sections, and the vice-presidents of 
the Association and of the Trust Company, 
Savings Bank, National Bank, and State Bank 
Divisions in each state. The by-laws provide 
that in tach state the elective Executive Coun- 
cil member of the State Legislative Council 
(or if there is no such member, the state vice- 
president of the Association), shall be chairman 
of a sub-committee to be composed of the 
members of the State Legislative Council in 
that state and such other members as the 
state chairman shall appoint. 


Members at Large of Executive 
Council 

. E. O. Howard, president Walker Bros., 
bankers, Salt Lake City, Utah. 

Percy H. Johnston, president Chem- 
ical National Bank, New York, N. Y. 

Seward Prosser, president Bankers 
Trust Company, New York, N. Y. 


Rome C. Stephenson, president St. 
eee Loan & Trust Co., South Bend, 
Ind. 


George Woodruff, vice-president Na- 
tional Bank of the Republic, Chicago, III. 


Vice-President for Territories 


Alaska—E. A. Rasmuson, 
Bank of Alaska, Skagway. 

Canal Zone—G. F. Scheafer, manager 
American Foreign Banking Corp., Cris- 
tobal. 

Hawaii—A. W. T. Bottomley, presi- 
dent Bank of Bishop & Co., Honolulu. 


president 
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Counting Money by 
Head and Hand— 
Worry Over Errors 
—Time Wasted 


Press One Key with One 
Finger and Coins in Any 
Amount Are Paid Instantly 


Standardized by Bankers Everywhere 


Many of your customers are business men who appreciate the value 
of time. Their businesses are equipped with modern time and labor- 
saving devices. They wouldn’t think of writing their daily corre- 
spondence by long hand, yet counting change by head and hand 
method is just as wasteful. 


Can you afford to handle the business of up-to-date business men 
in an obsolete manner? Perhaps their own cashier systems are 
equipped with Brandt Automatic Cashiers—there are over 26,000 
in use. Will they respect you for wasting their time by obsolete 
methods? 


Press one key on a Brandt and instantly the required combination of coins are 
ready for delivery. No building up or computing necessary. One key does it all. 
Mistakes mechanically impossible. Operation simple as pushing a buzzer button: 
Automatic locking device makes it fool proof. 

Continued repeat orders from banks that have tried the Brandt Automatic Cashier 
is the highest endorsement of its value. You need one or more Brandts in your bank. 


Write for your copy of booklet 
“When Minutes Mean Dollars.” 


BRANDT AUTOMATIC CASHIER 


Serving Bankers, Retailers, Paymasters 


—----—-— Brandt Manufacturing Company —- - -- 


G 


Executive Offices and Factory, Watertown, Wisconsin 


Send copy of booklet, “When Minutes Mean Dollars” 
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Magnets . 
that attract and hold 
depositors 


Reproduced above is the insurance certificate furnished by 
us to be distributed to depositors of banks using Super- 
Safety Insured Checks, This is visible evidence of the 
positive protection afforded by these positively safe checks. 
It impresses depositors with the added care and attention 
given funds intrusted to the bank giving it. Still further, 
it furnishes something that the depositors will very often 
display to friends and acquaintances as an evidence of your 
interest in him. 


Below is an illustration of how the insured design appears on every Super- 
Safety Insured Check in the upper right-hand corner. This design on the 
corner of your checks identifies your bank with our powerful national 
advertising program appearing in leading national publications. 


These strong business-attracting magnets are part of the added value you can get with 
your purchase of Super-Safety Insured Checks. They are a strong factor in converting 
your check-item from a dead expense to a dividend-paying investment. 


The Bankers Supply Company 
The Largest Manufacturers of Bank Checks in the World 


NEW YORK CHICAGO DENVER 
ATLANTA DES MOINES SAN FRANCISCO 


Insured in the 


HARTFORD 
against loss through fraud- 
Lentodfotonistd alteniiens 
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Philippine Islands—Miguel Unson, 
president Philippine National Bank, 
Manila. 

Porto Rico—Mario Mercado, president 
Banco de Ponce, Ponce. 


Vice-President for Foreign Countries 


Bolivia—H. S. Denniston, general 
manager Denniston & Co., La Paz. 


Canada—Sir John Aird, general man- 
ager Canadian Bank of Commerce, 
Toronto. 


China—F, J. Raven, president Ameri- 
can Oriental Banking Corp., Shanghai. 

Costa Rica—W. L. Smith, manager 
Royal Bank of Canada, San Jose. 


Cuba—R. G. Muirhead, president 
Trust Co. of Cuba, Havana. 

Guatemala—Julio Clermont, Clermont 
& Co., Guatemala. 


Isle of Pines—Robert Irwin Wall, 
president National Bank & Trust Co., 
Nueva Gerona. 


Mexico—John Clausen, vice-president 
Mexico City Banking Corp., S. A., Mex- 
ico City. 

Panama—Ramon Arias Feraud, presi- 
dent Banca Arias Feraud, Panama. 


Venezuela—E. J. Maury, manager 
Royal Bank of Canada, Maracaibo. 


Committee on Express Companies and 
Money Orders 


John G. Lonsdale, president National 
Bank of Commerce, St. Louis, Mo., chair- 
man, 


J. W. Barton, vice-president Metro- 
politan National Bank, Minneapolis, 
Minn. 


Frank L. Hilton, vice-president Bank 
of the Manhattan Co., of New York, 
Noa. 


Executive Council Spring 
Meeting 


The Administrative Committee an- 
nounces that the Executive Council of 
the American Bankers Association will 
hold its next annual Spring Meeting, 
April 23, 24, 25 and 26, 1923, at the 
Westchester Biltmore Country Club, Rye, 
N. Y. Rye is 24 miles from New York 
City. 

A four-day session instead of the usual 
five days will be held. 


The preliminary outline of the program 
provides for committee meetings through- 
out the day on Monday, April 23. The 
meetings of the whole Council will be 
held on Tuesday, Wednesday and Thurs- 
day mornings. At these sessions action 
will be taken on economic, business and 
banking questions of general public in- 
terest in addition to the transaction of 
Association business. In the afternoons 
on these days there will be no sessions of 
the Council, but special meetings of the 
members may be arranged for sympo- 
siums on activities of the American 
Bankers Association. 
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WALTER P. COOKE 
Chairman of the Board 


Real banking service 


on the N iagara Frontier 


OR seventy-two years The Marine Trust Company of Buffalo has 
given to its correspondents faithful and adequate service. 


This Company has deposits of about one hundred million dollars, 
assets of one hundred twenty million dollars, and a complete and 
competent organization which can give you unequalled service in the 
transaction of business on the Niagara Frontier. 


THE MARINE TRUST COMPANY 


OF BUFFALO 


Capital and Surplus, $17,000,000.00 
ELLIOTT C. McDOUGAL 


A testimonial dinner to Guy Emerson, 
executive manager of the forty-eighth an- 
nual convention of the American Bank- 
ers Association, was given by the mem- 
bers of his staff Friday evening, October 
13, at the Harvard Club. <A beautiful 
mahogany humidor on which was a silver 
plate with appropriate inscription was 
presented to Mr. Emerson. 

In the little talk that he gave Mr. Em- 
erson expressed his gratitude to the mem- 
bers of his staff for their complete coop- 
eration, their willingness to fit into any 
plans and their enthusiastic loyalty. He 
paid tribute to the officers of the Ameri- 
can Bankers Association for the splendid 
way in which they cooperated with the 
Committee of One Hundred. He said no 
convention executive ever had finer co- 
operation from his own staff and from 
officers of the American Bankers Asso- 
ciation than he had. 


On the closing day of the convention 
a committee representing the American 
Bankers Association, the Sons of the 
Revolution, the New York Historical So- 
ciety and the Bank of New York, placed 
a_wreath on the grave of Alexander 
Hamilton, the first Secretary of the 
Treasury and founder of the Bank of 
New York, in Trinity Churchyard. 
William G. Fitzwilson, Secretary of the 
American Bankers Association, placed 
the wreath on the grave. 


Convention Incidents 


One day during the convention a dele- 
gate called the Information Service and 
said that her husband was attending the 
business sessions and that she wanted to 
go shopping but that she had two little 
girls, 8 and 11, she had to take care of. 
Could the Information Service do any- 
thing for her? An automobile with a 
maid was sent to her hotel and while the 
mother went shopping the children were 
taken to Central Park to see the animals. 


Every delegate was welcomed officially 
on the telephone within fifteen minutes 
after he registered at his hotel. To do 
this a staff of 400 men, and 180 telephones 
installed in the various hotels and at the 
hospitality headquarters at the American 
Institute of Banking, were necessary. All 
of the men were volunteer workers from 
the banks and the bond houses. 


A mother with a girl of seven called 
the Information Service and said that her 
husband was attending the business ses- 
sion and that she wanted to go shopping 
but she did not know what to do with 
her little girlh She asked whether the 
Information Service could suggest where 
she could buy a few toys which her 
daughter could play with while she went 
shopping. The Information Service sent 
a maid in an auto for the -little girl and 


President 


took her to the toy room of the Hotel 
Biltmore where she had the time of her 
young life. 


The New York City police, traffic de- 
partment, took charge of all the bus rides 
and ran them on schedule time. A squad- 
ron of sixteen officers mounted on motor- 
cycles preceeded each of the parties. By 
ruling of the Police Commissioner in 
charge of traffic, the parties were given 
right-of-way everywhere they went. 
Many of the out-of-town visitors said 
they were impressed with the efficiency 
of the police as much as they were with 
what they saw. 


The New York newspapers assigned on 
an average of six reporters each to the 
Convention. Each of the newspapers 
printed on an average three pages each 
day of Convention news during Conven- 
tion week. 


The daily paper published during the 
Convention by the Committee of One 
Hundred was one of the fastest growing 
publications ever established in New 
York. It started with a circulation of 
6,000, and five days later had a circulation 
of 13,000. The paper was delivered each 
morning to the rooms of the delegates. 
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Entertaining the Guests 


OT all of the thousands of visitors 
N who came to the Convention could 

take in all of the program of 
entertainment even had each desired 
to. The numerous constant attractions 
of the city manifestly made that im- 
possible. But the capacity of the set 
program for each day was taxed, and 


experience proved that the program 
provided just what the majority of the 
visitors wanted. 

The bus ride through Westchester 
County and the boat trip around Man- 
hattan Island, each occurring on Sun- 
day, the first day, was a revelation to 
very many of those who took it. 


Speeding Up 
Detroit Business 


One and a.quarter million people in greater Detroit 
are industriously engaged in producing the comforts 
and necessities that the world requires. 


In every principal city in the United States and 
Canada there are distributors and business concerns 
which have extensive dealings with manufacturers in 
Detroit and surrounding territory. 


Banks in these cities are invited to correspond with 
this organization, having in mind the complete, mod- 
ern facilities provided in this new banking home for 
the speeding up of Detroit business, and the estab- 
lishing of a banking connection in this, the ‘“‘Fourth 


City.% 


(Formerly First & Old Detroit National Bank) 


FIRST NATIONAL BANK 


DES eR Osan 


MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


a 

Among the four entertainment events 
scheduled for Monday, was a bus ride 
uptown giving a view of the residential 
district, Riverside Drive, Central Park, 
Grant’s Tomb, etc. The work of a 
special police escort was quite as inter- 
esting to many of the visitors as anything 
else they saw. They were impressed 
with the efficiency of police traffic opera- 
tions. This day included a visit to the 
Stock Exchange which has been closed 
to the public for years, and an illus- 
trated lecture by Henry Collins Brown. 

On the program for Tuesday the 
event which bristled with interest for 
the ladies,“ was the fashion show and 


tea at the Hotel Plaza. Though 
arrangements had been made for a 
crowd, the attendance surpassed all 


expectations. The show itself was, to 
many, one of the real events of the 
week. The luncheon of the Committee 
of One Hundred given at the Waldorf- 
Astoria is reported elsewhere in this 
number. The bus ride on this day was 
down-town and covered every important 
point in lower New York. The evening 
was devoted to theatre parties in six 
theatres. 


On Wednesday the event of greatest 
interest for the men, was the smoker 
in Hotel Astor, where a crowd which 
occupied every available inch of space 
was entertained by a famous group of 
actors and singers recruited from nearby 
theatres. For women there were two 
events of excellent interest on Wednes- 
day. One was the visits to five women’s 
clubs and the other was women’s 
theatre parties in five theatres. On this 
afternoon also, there was another bus 
ride up town and at 6.30 Pp. m. there was 
a dinner for the presidents and secre- 
taries of the State Bankers Associations 
and incoming American Bankers Associ- 
ation state Vice-presidents. This was 
in the Music Room of the Biltmore and 
was addressed by President McAdams, 
President-elect Puelicher and others. 


The great event on Thursday was 


the ball at the Commodore. The spa- 
cious main ball-room and the smaller 
ball-rooms on either end were in- 
sufficient to meet the demands of all 
who desired to attend. On Wednesday 
it was necessary to stop issuing tickets 
in conformity with the police and fire 
regulations of the city. To meet the 
requirements of the great throng there 
were several instead of one orchestra 
and to provide entertainment for the 
many who were unable to attend the 
ball, the Committee furnished tickets 
for several leading theatres where the 


_guests saw nationally famous shows. 


On Thursday also, many of the ladies 
in attendance at the convention were 
entertained at luncheons in private homes. 
The subscription dinner of the National 
Alumni Association of the American 
Institute of Banking, is reported else- 
where. 


There is no more interesting part of 
New York than its shipping. The in- 
vitation extended by the management 
of the White Star Line to visit the 
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Majestic, the world’s largest steamer, 
was regarded by many visitors and 
New Yorkers, too, as both a privilege 
and an opportunity not to be missed 
and to some, the visit to this and to the 
America at Hoboken were not among 
the least of the week’s pleasures. 


Those who devoted Friday to the trip 
to the United States Military Academy 
at West Point felt that they were well 
repaid. There is but one West Point 
in the world, speaking either from a 
military or a scenic point of view. The 
visitors were delighted with the enter- 
tainment furnished by the _ cadets, 
charmed by the beautiful reservation and 
river scene, and were loud in their 
praises of the beauty of the cadets’ 
drill and the dress parade. 


Two great river steamers and a special 
train carried the guests to and from 
West Point. At the conclusion of the 
parade which had _ been _ especially 
ordered by Secretary of War Weeks, 
Seward Prosser presented to the cadets 
the Bankers Trophy, a silver cup bearing 
the following inscription: 

Bankers’ Trophy 
Presented October 6, 1922 
To the United States Military Academy 


To be held each year by company excelling 
in intramural athletics 


On the reverse side the name of the 
winning company will be inscribed each 
year. The cup is to be awarded under 
conditions prescribed by the Athletic 
Board of the Academy. 


Golf Scores and Dinner 


After the convention proper had closed, 
many bankers played golf at the Garden 
City Golf Club, the Cherry Valley Club 
and the Piping Rock Club, a handicap 
event in which a number of trophies 
were awarded. 


The New York cup was won by P. S$. 
Walton of the Red Bank (New Jersey) 
Trust Company. 
a handicap of 30 and turned in a score 
of 98, which gave him a net of 68. 
R. R. Clabaugh of the Liberty Central 
Trust Company, St. Louis, won a leg 
on the St. Louis trophy which must be 
won three times in succession. 


The scores were as follows: 


Garden City Golf Club 


Best Gross—Dr. National 
Bank, Far Rockaway, 86; Charles H. Sabin, 
Guaranty Trust, New York City, 87; Alfred 
F. Roberts, Calcasieu, La., 89; E. L. Brown, 
Alamo National, San Antonio, 89. 


Best Net—Charles H. Sabin, Guaranty Trust 
Company, New York City, 87, 12—75; C. E. 
Oesterle, Citizens National, Marietta, Ohio, 
100, 24—76; J. P. McKelvy, Exchange Na- 
tional, Pittsburgh, 96, 18—78; George R. 
Baker, Chatham and Phenix, New York 
City, 93, 15—78; T. M. Godde, Empire Trust, 
New York City, 95, 17—78; J. M. Scott, First 
National, Charlotte, N. C., 96, 18—78; E. L. 
Piper, Portland, Me., 108, 30—78; Dr. N. E. 
Pere, National Bank, Far Rockaway, 86, 


N. E. Sprague, 


Cherry Valley Club 


Best Gross—R. R. Clabaugh, Liberty Cen- 
ae irist, St, Louis, 82; F. H. ates, 


Chase National, New York City, 83; Harold 
Richard, State Bank, New York City, 83. 

Best Net—P. S. Walton, Red Bank Trust, 
N. J., 98, 30—68; Warner L. Atkins, First 
National, Norwood, Ohio, 88, 17—71; Charles 
L. Schenck, People’s Trust, Brooklyn, 96, 
24-—72. 


Piping Rock Club 


Best Gross—Crowell Haddon, Brooklyn 


Trust, 82; Edwin R. Rooney, First National, ~ 


Boston, 88; . L. Servoss, United States 
Mortgage and Trust, New York City, 88. 

Best Net—Ist, Crowell Haddon, Brooklyn 
Trust, 82, 8—74; 2d, Edwin R. Rooney, First 
National, Boston, 88, 14—74; H. F. Burpee, 
Rockford National, Ill., 91, 14-77, and H. L. 
Servoss, United States Mortgage and Trust, 
New York City, 88, 11—77 (tie for 3d). 


St. Louis Trophy 


R. R. Clabaugh, Liberty Central Trust, St. 
Louis, 82. On Cherry Valley Course. 


New York Cup 

P. S. Walton, Red Bank Trust, N. J., 98, 
30—68. On Cherry Valley Course. 

This part of the week’s entertainment 
was wound up with a dinner in the 
evening at the Waldorf-Astoria, during 
which the golfers had a _ serio-comic 
debate, joshed banking and golf and 
decided unqualifiedly against branch golf 
courses. 

Harrod C. Newland, Assistant to the 
president of the Chemical National Bank 
of New York was the “perpetrator of 
tres Ginner,” “Harry J.- Haas, vice= 
president of the First National Bank of 
Philadelphia, presided. The golf tro- 
phies were awarded bv Percy H. 
Johnson, president of the Chemical 
National Bank of New York. 


Mr. Walton received- 


World’s 
Largest 


Stove and Range Market 


T. LOUIS is not only the largest market for stoves and 
ranges, but also has the largest individual plant de- 


voted to their manufacture. 


@, The Mercantile Trust Company, through its nine 
specialized departments, serves many of the big enter- 
prises which are contributing to the growth of St. Louis 
and in addition serves a host of banks, firms and indi- 
viduals from outside the city, who appreciate having 
their St. Louis business interests handled promptly and 
efficiently. We invite you to make use of the following 


departments: 
Banking 


Corporation 


Member federal 
Rereive Sirtem 


EIGHTH AND LOCUST 


Real Estate Loan 
Bond Real Estate 
Public Relations 


Mercantile Ti 


Safe Deposit 
Savings 
Trust 


———— 


ES US Covecnnent 
Jupervision 
—-TO ST. CHARLES 
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Membership Changes 


REPORTED FROM SEPTEMBER 25, 1922, TO OcTOBER 26, 1922, INCLUSIVE 


There are frequent changes which come about through consolidations, mergers, liquidations and changes of title. The Executive 
Manager of the Association would appreciate receiving from members notice of any changes which occur, for the purpose of keeping 
the membership list correct and giving publicity through the columns of the JOURNAL. 


Arizona...... Sera ALKeEa meee ae ties Parker Valley Bank, closed. Coloradas. eas Castle Rock...... Parker State Bank, Parker, consoli- 
San Simon.......San Simon Valley Bank, closed. dated with Castle Rock State Bank. 
California........ Biolait ken eer ha National pean pucoredes by VBE cit Deemer einrs eee eee Bae Bank in hands of State 
alley Bank of Fresno, Branch. ank Commissioner. 
Brawleyanccsene pat Revove bas couselidated with COMUIEEN Zotac ores ELE Misery and Merchants Bank, voluntary 
mperial Valley Bank. iquidation. 
Calipatriaime, aac First National Bank of Calipatria ab- Connecticut...... Harttordacsscet oc MacDonald, Pimm & Co., liquidated. 
sorbed by Imperial Valley Bank of Dist. of Columbia. Washington...... Union Savings Bank absorbed by Con- 
Brawley and will be operated as tinental Trust Company. 
es Valley Bank of Brawley, Klorida:snhtoaaeeee ee Wowie Colshen Bist Bank mi nee 
ranch. arpon Springs...Sponge Exchange Bank in hands o 
Chico... eens Butte County National Bank succeeded receiver. 
by Bank of Italy. Georgia.......... Atlanta rene deste Central Bank and Trust Corporation 
Colfax... ae Colfax Bank succeeded by Auburn merged with Citizens and Southern 
Savings Bank, Branch. Bank and will be operated as Citizens 
Colusa sence eee First National Bank, closed. and Southern Bank, Central Office. 
Fort Bragg....... rae Panne Se ens purchased by Aigustaseenee ee Savings Bank merged with 
oast National Bank. tional Exch Bank. 
Hollywood....... First National Bank of Hollywood Dali ee C.L. Hardwick & Co. succeeded by 
changed a First National Bank of Hardwick Bank and Trust Co. 
OST DRCICS: AWA te rs ilo Niet ee aie i iver. 
Lemoore. seen National Bank of Lemoore consolidated han’ es 5 ae Ce ane irae ae 
with First National Bank. Kapao Kauai.....Hawaii Bank of Commerce in hands of 
Maricopa........ First National Bank of Bakersfield, 0 Sepa. 
ee er Ce Pose Comis Kealakekua...... Peoples Bank Ltd., Kona Branch, in 
pany, San Jose, and its branches in Idah Bli ee = Ree ieee ts 
the following cities: Campbell, Gil- LENO sveveueneyrs revel sy one ISS ateternonectsue ours Bontinn Been ands o tate 
roy, Santa Clararand Saratoga, have Idaho Falls...... Farmers and Merchants Bank consoli- 
been consolidated with Mercantile dated -with Idaho. Falls 1 
Peres CO ae San clarke and Bank we BENG BO alOUe 
wi e operated as its branches in : 
hhaseiaanneicitins: ee. aa dese ee Of ue Geren 1 a 
Seeleyissen screen First National Bank, closed. ESSER tS Ait ON a. then ee ated wi aie 
Sierra Madre..... First National Bank succeeded by : Shape eg et 2 : ; 
Sierra Madre Savings Bank. Soda Springs..... Bank of Soda Springs consolidated with 
Walnut Creek....First National Bank liquidated and ae ; Laigilliere & Co., Bankers, SS 
purchased by San Ramon Valley Dlimois eaeges racers Mackinaw....... spat! State Bank, voluntary liqui- 
ank. ation. 
Colorado ssese aes Bristol cn eee Bristol State Bank in hands of State Indiana.......... Columbus........ Peoples Saving and Trust Co. succeeded ~ 
Bank Commissioner. by Union Trust Co. 


NO ORDER TOO LARGE AND NONE TOO SMALL 
FOR OUR PAINSTAKING ATTENTION 


AMERICAN BANK SUPPLY CoO. 


OPERATED AND CONTROLLED BY 
THORNTON-LEVEY CO. 


BANK OUTFITTERS 


INDIANAPOLIS, INDIANA 
THE CHRISTMAS SAVINGS CLUB 


Increase the volume of your savings deposits by adopting the Christmas Savings Club—opens in 
December—and the Vacation Savings Club—opens in June. 


Complete Outfit for either club, including card 
ledger bookkeeping system. . m2 we ene fe. beg ite $4.9,50 


Write for Specimens and More Information 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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“New Features of a Great Bank Building” 


“Vaults of Federal Reserve Bank of New York Are 
Below Tidewater, and Are of a Nature to Withstand 
Any Known Method of Attack. Strongest and Cheapest 
of Its Type. Doors Are Huge Cylinders on Vertical 
Axes. Give Greater Protection Than Old Style.’ 


—Journal of the American Bankers Association, October, 1022. 


All these vaults for the 


New York Federal Reserve 


Bank 
are now being built by the 


“York Safe & Lock Company” 


ORK 
/AULICS 


The great vaults recently installed by the Federal 
Reserve Banks of Chicago, Philadelphia, Boston 
and Pittsburgh, and now about to be installed for 
the Federal Reserve Bank of Cleveland were 
all built by the York Safe & Lock Company. 


Federal Reserve Bank of New York 


York Safe & Lock Co. 


New York Chicago Philadelphia Boston 
Cleveland Baltimore Pittsburgh St. Paul 
San Francisco Kansas City St.Louis Omaha Factory, YO RK ’ P A. 
Denver New Haven, Conn. Jacksonville, Fla. Montreal, Canada 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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LOW acaemlereacite Hairfield terre steeie Fairfield Nantioal Bank succeeded by New Mexico.....Alamogordo......First State Bank, Cloudcroft, Peoples 
Iowa Loan and Trust Co. State Bank and Alamo State Bank, 
Lidderdale....... Farmers and Merchants Savings Bank Alamogordo, merged as First State 
in hands of State Banking Depart- Bank. | : 
ment. SOCONOm:s sis aes New Mexico State Bank consolidated 
Kansagsseser eet Belmont.cy sn cee Farmers State Bank, closed. ; with Socono State Bank. 
Chetopa......... Fonts and Merchants State Bank, AK: Ve fucneminn gto Farmers State Bank, closed. 
closed. : New York... .... IBbrooklynvce ein Homestead Bank taken over by Peo- 
Dodge City...... Southwest National Bank consolidated aS: alee TustiGel aud willie once 
with State Bank of Dodge City. as Peoples Trust Co., Homestead 
Englewood....... Home State Bank, closed. Branch 
nsign seas Ensign State Bank changed to Peoples Nin eas. wo Henry C. Zaro taken over by Atlas 
State Bank. Bank, New York. 
Warned ester Farmers State Bank, closed. News Viorkeeen Henry C. Zaro Rivington St. Branch 
Labette.........) Labette State Bank, closed. | taken over by Atlas Bank. 
Wichita.......... State Savings and Mercantile Bank INewiVorlesaacaie. Guaranty Trust Co., Grand St. Branch, 
consolidated with Fourth National sold to Chatham and Phenix National 
ank. Bank. 
Kentucky. .- esse St. Matthews..... Bank of St. Matthews changed to St. Newnvoraeee Bank of New York, N. B. A., merged 
Matthews Bank and Trust Company. into New York Life Insurance and 
WOWisians.- cy. Monroe. aces Louisiana Savings Bank and Trust Co. Trust Coe under siamesou thesia 
: closed. 2b bee ees of New York Bank and Trust Co. 
Maines: ccjercacete,er Belfast) ccs. deenies Belfast Savings Bank, liquidating. Nowe Vorle eens Union Liberty State Bank, voluntary 
Marylands. cece. Union Bridge.....First National Bank taken over by liquidation. 
Central Trust Company of Mary- New York....... Merrill, Cox & Corey, 31 Nassau St., 
land, Frederick; and will be operated New York City, liquidated. 
as Central Trust Co. of Maryland, Woodhaven...... First National Bank succeeded by Bank 
M h B Nooo aku es pet of the Manhattan Co., Ozone Park. 
raph tiaed haga 2p ra Ie atonal east Co ae will be oper- North Carolina...Greensboro....... Farmers _and Mechanics Bank and 
ated as International Trust Co., Trust Co. succeeded by American Ex- 
. change National Bank, South Greens- 
Brighton pee a ettdet ie Neer fe 
8 ; 4 : 
babes etig te ue Beet eee National Bank ao Mocksville....... Merchants and Farmers Bank out of 
will be operated as Fourth—Atlantic business. ‘ ue 
National Bank, Peoples Office, Rox- Shelbyfeernmrt et Shelby National Bank, liquidated. 
bury. Williamston...... Peoples Bank in hands of receiver. : 
New Bedford.....Textile Trust Co., out of business. Ohio eae te eee Cincinnati.» seek Field, Richards & Co. succeeded by 
IVICX1GOnctitereipiirs Tamanlipas...... Petroleum Banking and Trust Com- , Richards, Parish & Lamson. 
pany, Tampico, in liquidation. Cincinnati....... Citizens Bank and Savings Co. ab- 
Minnesota....... AT EVIE sew snes Citizens State Bank, closed. sorbed by Washington Bank and 
Morristown...... Morristown State Bank absorbed by Savings Co. and will be operated as 
Farmers State Bank. | Washington Bank and Savings Co., 
Mississippi....... DreWertcas erin Bank of Drew in liquidation. ; Pleasant Ridge Branch. 
Gunnison... ..... Merchants and Planters Bank, closed. Cincinnati....... Union Savings Bank and Trust Co., 
MISSOUrIo eee ee ce Kansas City...... First Mortgage Trust Company taken ; Fifth St. Branch, discontinued. 
over by Peoples Trust Co. ; Cincinnati. -...- Hamilton County Bank succeeded_by 
Kansas City...... Colonial State Bank consolidated with Union Savings Bank and Trust Co., 
Southwest Boulevard State Bank. Woodburn Avenue, Branch. 
Kansas City...... East Side Bank merged with Union Ravenna......... Ravenna National Bank succeeded by 
State Bank. 2 First Savings Bank and Trust Co. 
Moberly......... Eee per and Merch inhands Qklahoma........ Bartlesville Bartlesville State Bank, closed. 
West Plains...... Bowell Mount, Penk taken over by ET Bank ome oe 
irst National Bank. ‘ 7 ‘ : 5 . 
Montana........ Absarokee....... Stillwater Valley National Bank, closed. mone A aed a Boke ae oe 
LST Se jou 6 5c American National Bank, closed. Hidinor eee HMdimond states aes closed 
Great Falls....... pomperesy Nenonal Be suspended Glencoe.....-....Farmers State Bank, closed. 
at close of business October e : fe . 
ISMAY eaciste susvevese oS and Stockgrowers State Bank, Minnekah........ Cisscpe State Faas succeeded by First 
closed. 
Sidney...... serene eRe yey Valley Bank and Trust p RGEEe sn: has fe eee ~— ape 
o., closed. 
Twin Bridges.....Bank of Twin Bridges, closed. Sulphurtente sere Bank of Commerce, closed. A See 
Virginia City..... Madison State Bank in hands of re- Oregon.......... Portland...eenree State Bank of Portland, liquidating. 
; ceiver. Pennsylvania..... Philadelphia...... Charles Smith & Sons, Philadelphia, 
Nebraska........Benedict......... Farmers State Bank, closed. Pa., no longer in active business. 
Gering jocmerces State Bank of Gering, closed. Pittsburgh......% Callaway, Fish & Co., Commonwealth 
Morrill ene eter Farmers and Merchants Bank, closed. Bldg., discontinued. 
Sheltoneee.nierels Shelton State Bank in hands of receiver. Wilkes-Barre..... Callaway, Fish & Co., Miners Bank 
Sholess aise ee Wayne County Bank, closed. Bldg., discontinued. 
Spencer.......... puet ee Bank in hands of re- — gouth Carolina... pen Byte i ene Pee Se s Bee 
WacOueccscsee sien Waco State Bank out of business. eorgetown...... armers and Merchants Bank close 
Waterloo...'..... Bank of Waterloo, closed. f pera aee action State Bank Com 
New Jersey...... Camdentiic cr cele First National Bank and National ; : 
: State Bank consolidated as First Tennessee........ Nashville........ Thomas Plater & Co. succeeded by Joe 
National State Bank. i B. Palmer & Co. 
Parisy ts sree avers Commercial Bank and Bank of Henry 
merged as Commercial Bank and 
Trust Co. 
Texas tee gaseete Amarillowsen sete City National Bank consolidated with 
National Bank of Commerce. “ 
LITTLE GI ANT BT Paso.n. cee: Security Bank and Trust Co. consoli- 
; dated with Border National Bank. 
B ANK DIRE T Garden City..... First State Bank, closed. 
C OR Rising Star....... Guaranty State Bank, liquidating. 
eye : oes West Columbia...Columbia State Bank and Guaranty 
Striking, Enduring, Dignified, State Bank consolidated as First 
Cheap and Effective Capital State Bank. 
Advertising ital urece eect 5 «IOLA ay arareteteiavete Farmers and Merchants Savings Bank 
consolidated with Cache Valley 
A heavy semi-steel casting. Banking Co. 
Sold to one bank only in any Myton..... rate a ete Myton State Bank, closed. : 
town or city. Salt Lake City...National Bank of the Republic consoli- 
They bring local, as well as dated with Continental National 
tourist, business if erected at Bank. 
principal crossings, junctions at Virginiae. veecem Charlottesville....Commerce National Bank merged with 


LITTLE GIANT COMPANY 


239 Rock Street 


; : _ Prominent points on _ highways 
entering your city. They also advertise the city in which you live. 

They are furnished with any lettering desired. Can also be supplied for 
merchants or any other class of business. 


estebllehed.2878 5/4 Mankate Mida. US0Ac 


: Peoples National Bank. } 
Mineral........ .. Bank of Louisa of Sulphur Mines, dis- 
; continued. 
Richmond....... Church Hill Bank merged with Broad 
Street Bank and will be operated as 
Broad Street Bank; Church Hill 
Branch. 
Upperville....... Faquier Loundon Bank succeeded by 
Peoples National Bank, Branch. 


‘“ 
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ZOU Ce eT Ee 


Equipped with Automatic 
Self-Inking Device 


Write for further details regarding 


THIS IS THE ONLY 
MACHINE THAT 


Will Protect ALL the 
Essential Parts of Your 
Check—The Paying Line 
Payee’s Name— 
The Numerals—and Will 
Prevent Dangerous Two- 


Line Checks. 


—The 


PAY TO THE “4 
ORDER.OF_* 


NEW YORK 


wees A ag 
THE CHATHAM AND PHENIX NATIONAL BANK rs° 


city oes NEW YORK 


B.CAREFUL SONS 


Unless You Use This Double Lox System Your Bank Account is at the Mercy of the 


heck Manipulator. 
BEEKMAN ST. 


THE SAFE- GUARD CHECK WRITER CO., Inc. - ole YORK CITY 


this ‘‘Double Lock System’’ to bs 
al 
Washington...... CAN Uae s ercreresar ets State Bank of Kent succeeded by Kent West Virginia....Wheeling........ Mutual Savings Bank succeeded by 
National Bank. Mutual Savings Trust Co. 
Molsones in. ccc Commercial Bank, Chesaw, sold out to =Wyoming.:...... PENN pe co monab-de Big Horn County Bank, failed. 
Citizens State Bank. Cheyenne........ Wyoming Trust and Savings Bank 


Port Townsend... Merchants 


Bank 


consolidated with 


First National Bank. 


merged with Stock Growers National 


Bank. 
Waterville....... ; 
Wien — ny eel LUG hae Sata ane eed: Greybull..>.,. =. Commercial Bank consolidated with 
West Virginia....Morgantown..... Farmers and Merchants Bank consoli- First State Bank. 


dated with Bank of the Monongahela 


Valley. 


Manville. . 


mae Bank of Manville sold out to First 
National Bank. 


New Members from September 26 to October 25, 1922, Inclusive 


California 


Commercial National Bank, Highland 
Park Agency, Los Angeles 16-17. 

Commercial National Bank, Pico Agency, 
Los Angeles 16-17. 

Commercial National Bank, Seventh & 
Central Agency, Los Angeles 16-17. 

American Bank, Modesto 90-298. 

Bank of Italy, Hxcelsior Branch, San 
Francisco 11-35. 

Security State Bank, Turlock 90-992. 


Connecticut 
Unionville Bank & Trust Co., Unionville 
51-315. 
Georgia 
Georgia State Bank, Atlanta 64-1026. 
Illinois 


Carbondale Trust & Savings Bank, Car- 
bondale 70-380. 
Bonne Trust & Savings Bank, Chicago 


Cottage Grove State Bank, Chicago 2-189. 

A. J. Hunter & Co., Western Union Bldg. 
Chicago. 

Union National Bank, Elgin 70-99. 

a oe County State Bank, Glenellyn 

Chas. BP: Dewey & Sons, Toulon 70-797. 


Indiana 
Cee Bank & Trust Co., Corydon 


Indiana State Bank, Terre Haute 71-41. 


Farmers National Bank, Wadesville 
71-936. 
Iowa 
Braddyville State Bank, Braddyville 
72-2033. 
Northern Trust & Savings Bank, Des 
Moines 33-69. 
Kansas 
“EM State Savings Bank, Garnett 


Farmers State Bank, Turon 83-533 
ees Bank of Westphalia, Westphalia 
Seay ince Bank, Yates Center 83- 


Kentucky 
Farmers State Bank, London 73-667. 
Maryland 


Baltimore Commercial Bank, Charles St. 
Branch, Baltimore 7-98. 

Baltimore Commercial Bank, Columbia 
Ave. Branch, Baltimore 7- 98. 


Maryland—Continued 
Baltimore Commercial Bank, Northeast 
Branch, Baltimore 7-98. 
Baltimore Commercial Bank, Park Ave. 
Branch, Baltimore 7-98. 
Citizens Bank, Chestertown 65-284. 
Owings Bank, Owings 65-225 
Michigan 
Peoples State Bank, Alpena 74-124. _ 
Central Savings Bank, Gratiot & Seminole 


Ave. Byvanch, Detroit 9-53. 
Minnesota 
First National Bank, Buhl 75-674. 
Mississippi 


Senatobia Bank, Senatobia 85-208. 
Missouri 

Farmers & Merchants Bank, Craig 80-651. 

Farmers Bank, Cross Timbers 80-1665. 
Nebraska 

Farmers State Bank, Rosalie 76-633. 

Farmers State Bank, Wolbach 76-817. 
New Jersey 


First National Bank, Clifton 55-520. 

Central National Bank, Freehold 55-342. 

Second National Bank, Phillipsburg 55- 
220 


First National Bank, Weehawken P. O., 
West New York 55-527. 


New York 


Atlanta National Bank, Atlanta 50-1045. 
Broadalbin Bank, Broadalbin 50-1001. 


Citizens Trust Co., Black Rock Branch, 
Buffalo 10-15. 

Citizens Trust Co., Genesee St. Branch, 
Buffalo 10-15. 

Citizens Trust Co., South Park Branch, 
Buffalo 10-15. 

Citizens Trust Co., West Side Branch, 
Buffalo 10-15. 

Citizens Trust Co., William St. Branch, 


Buffalo 10-15. 
poe eee State Bank, Canaseraga 50- 


First Joint Stock Land Bank of New 
York, New York. 

The ESL Bank, Ltd., New York 
1-333. 


North Carolina 
Bank of Randolph, Asheboro 66-218. 
First National Bank, Murfreesboro 66-496. 
Peoples Bank, Murfreesboro 66-406. 
Ohio 
Piqua Savings Bank Co., Piqua 56-220. 


Oklahoma 
Peoples State Bank, Morris 86-483. 
Pennsylvania 
Berwick National Bank, Berwick 60-713. 
First National Bank, Juniata 60-1207. 
Bank of Knoxdale, Knoxdale 60-1598. 
Yirst National Bank, Broad & Sansom Sts. 
Branch, Philadelphia 3-20. 
Pennsylvania Trust Co., Junction Office, 
8th & 9th Sts., at Spring St., Reading 


60-41. 
Pennsylvania Trust Co., Schuylkill Ave. 
Ave. & Green St., 


Office, Schuylkill 
Reading 60-41. 
Green Ridge Bank, Scranton 60-21. 
Yirst National Bank, Stroudsburg 60-748. 
South Carolina 


Bank of Blacksburg, Blacksburg 67-234. 
First National Bank, Woodruff 67-174. 


Texas 
eee GC aurauty State Bank, Jacksonville 


First National Bank, Rockport 88-594. 
Virginia 
Grace St. Bank & Trust Co., Richmond 
68-648. 


West Virginia 

Manufacturers Bank, Nitro 69-401. 
Canada 

Imperial Bank of Canada. Revelstoke. 


SMALL IN SIZE AND PRICE 
—GIGANTIC IN VALUE 


Robert Ruxton’s book, THE ART OF 
RESULTFUL LETTER WRITING, 
shows you how to write your letters 
right, tells you why and reproduces 


letters that have won. 


We have a few hundred copies, a remnant 
of thousands used as premiums with The 
Mailbag, and will send you one for 25¢ 
—a quarter of a dollar and a tenth 

of the book’s worth. 


Stamps or Coin Accepted 


THE MAILBAG PUBLISHING CO. 
314 Caxton Building, Cleveland, Ohio 
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control the business of the world—Mining, 
Agriculture, Trade, Transportation, Industry, 


Finance and Politics. 


€2,000,000,000 of American money will be in- 
vested in foreign fields next year, Some of it may 


be yours. 


What do you know about these seven key activities? 


Only accurate knowledge of world affairs 
will safeguard your investments, protect you 


Tear Off Here 


Mr. Louis Keller, Director, 
International Institute 
of Economics, 
% Hearst's International, 
119 W. 40th Street, New York. 


Please enroll me as a member 
of your Institute for 12 months. 
This membership includes 12 issues 
of the International Bulletin and 
Business Weather Map of the World 
and also 12 issues of Hearst's Inter- 
national Magazine. I am also to be 
entitled to your personal service. 

f after two months I am not 
impressed I have the privilege to 
cancel this membership. Otherwise 
I will remit $3—the regular sub- 
scription price to Hearst's Inter- 
national. 
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against loss and guide you in foreign trade. 


The International Institute of Eco- 
nomics supplies this knowledge through 
_the following channels: 


THE INTERNATIONAL BULLETIN, 
published monthly. Contains an authentic 
article on finance and notes on the seven 
key activities from all over the world. 


THE BUSINESS WEATHER MAP 
OF THE WORLD. Showing the fluctu- 
ations in 78 countries at a glance. 
Accompanied, each month, by a summary 
of causes and events. 


A PERSONAL SERVICE. Answers to 
questions on any matter pertaining to the 
seven key activities are given by mail 
and in confidence. 


Membership in the Institute is FREE to subscribers to 
Hearst's International at the regular rate of $3 a month. A 
special offer is contained on the attached coupon. Mail ittoday. 
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INTERNATIONAL INSTITUTE of ECONOMICS 


Conducted under the Auspices of 


Hearst’s International Magazine 


119 West 40th Street, New York 
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COUNTERFEIT MONEY 


W. H. Moran, Chief of U. 8. Secret Service Bureau, in an article 


printed on the next page, gives suggestions regarding the detection 
of counterfeit money which will aid tellers and others in protecting 
themselves against this form of fraud. 


OFFICES OF THE WILLIAM J. BURNS INTERNATIONAL DETECTIVE AGENCY, INC. 


CarirorniA, Los ANcELES.—I. N. Van Nuys Building. 
CALIFORNIA, SAN FRANCIScO.—First National Bank Building. 


- CoLoraDo, DENvER.—421 Cooper Building. 


District oF CotumBia, WASHINGTON.—500 Southern Building. 


-Firorma, Mrami.—11-12 Wayne Building. 


GrorciA, ATLANTA.—921-22 Healey Building. 
Ittrnots, Co1caco.— 1050 Otis Building. 

Iowa, Des Moinrs.—609 Observatory Building. 
Louistana, New Or.LEANS.—930-932 New Hibernia Bank Building. 
MARYLAND, BALTIMORE.—Fidelity Building. 
MASSACHUSETTS, Boston.—201 Devonshire Street. 
Micuican, Detrroir.—Dime Savings Bank Building. 
Minnesota, MInnEAPOLIS.—McKnight Building. 
Missouri, Kansas Ciry.—Ridge Arcade Building. 
Missouri, St. Louis.—Railway Exchange Building. 
New York, Burrato.—D. S. Morgan Building. 
New York, New Yorx.—Woolworth Building 
Onto, CINCINNATI.—1012 Keiths Theatre Building. 
Onto, CLEVELAND.—Swetland Building. 
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OKLAHOMA, OKLAHOMA CiTy.—908 Colcord Building. 

OREGON, PorTLAND.—Yeon Building. 

PENNSYLVANIA, PHILADELPHIA.—Widener Building. 
PENNSYLVANIA, PirrsBuRGH.—Commonwealth Building. 
SoutH Daxora, MircHett—30-34 Commercial Bank Building. 
TENNESSEE, Mempuis.—Bank of Commerce and Trust Building. 
Texas, DAttAs.—Dallas County Bank Building. 

Trexas, Houston.—Union National Bank Building. 

Texas, SAn Antonro.—Gunter Building. 

Utau, Satt LAKE Crty.—301-302 Tribune Building. 

VirGinia, RichMonpD.—Virginia Railway and Power Building. 
WASHINGTON, SEATTLE.—L. C. Smith Building. 

WASHINGTON, SPOKANE.—Old National Bank Building. 


FOREIGH OFFICES OF THE WILLIAM J. BURNS 
INTERNATIONAL DETECTIVE AGENCY, INC. 
CANADA, MontTREAL.—Transportation Building. 
CANADA, VANCOUVER.—605 Vancouver Block. 
ENGLAND, Lonpon, S. W.—Crown Chambers, 5 Regent St. No. 1. 
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Five Nassau Street, New York 


OCTOBER PROTECTIVE WORK 


Protect Yourself Against Counterfeits 


By W. H. MORAN 
Chief of the U. S. Secret Service Bureau 


Counterfeiting money is not a lost art, but it has degen- 
erated greatly in recent years, due, it is believed, to the fact 
that the counterfeiter no longer deems it necessary to employ 
the old method of hand-engraving his. product, but has sub- 
stituted therefor the photo-mechanical processes of today. 

These modern processes, of course, do not approximate in 
accuracy of detail or deceptiveness the old method, but it has 
become recognized that the public is easily deceived and will 
accept as legal tender almost anything that resembles currency. 

There are two reasons for this: ignorance and carelessness. 
Ignorance is not employed in the common acceptation of the 
word, but rather to the failure of the average person, and often 
the money handler, to sufficiently study the product of the 
government’s bureau of engraving and printing as to discrimi- 
nate between the true and the false. 

It is well known that the only way to determine what is 
counterfeit or false is to know what is genuine and true. It 
therefore behooves all of us, particularly tellers and other 
employees of banking institutions, to carefully study the char- 
acteristics and skilled workmanship of our currency. 

Coincident with the lowering of the standard of counterfeit 
notes, the raised note is being perfected. Note-raising has 
been a constantly increasing industry in the last four or five 
years, and this could not be possible if more care were exer- 
cised and a closer study made of our currency. 

Federal Reserve notes and Federal Reserve bank notes con- 
stitute a great percentage of paper currency in circulation. 
The general designs of the different denominations of this cur- 
rency are so similar that when the denominational characters 


WARNING 


R. A, ALLEN claims to be a representative of Lyon & 
Healy, Chicago, Ill., and owing to the small amount of the 
check, $3.50, he was accommodated by a member bank in Plain- 
field, N. J., which cashed his check. The check in question has 
printed at the top “LYON & HEALY” and just below that, 
“Piano—Piano Players—Victrolas.’ The specimen we have 
bears the signature E. M. Davis as treasurer and the counter- 
signature on the left end of V. B. Gibson. We are unable to 


supply @ description of Allen at this time, but are reproduc- 
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are at all expertly changed the average person (as well as) 
many of our bank tellers) is deceived. 

We are too apt to accept a bill tendered in change or paid | 
over the counter for the amount represented by the figures in | 
the corners, ignoring altogether the portrait of the well known 
and famous man of history intended as the dominant charae- 
teristic of the design. 

In a few instances these portraits have been changed by 
the note-raiser, but this has not been accomplished with any 
degree of skill. If a campaign, having for its object the | 
memorizing of the portraits used on the different denomina- 
tions of Federal Reserve notes and currency, were persisted in, | 
note-raising would practically become a lost art. 

The following are the portraits which appear on the Fed- 
eral Reserve currency: 


Federal Reserve Notes 
$50 Grant 
100 Franklin 
500 Marshall 


$5 Lincoln 
10 Jackson 
20 Cleveland 


$1000 Hamilton 
5000 Madison 
10000 Chase 


All of the above pictures are enclosed in an oval (medallion 
shaped) in the center of the bills. 


Federal Reserve Bank Notes 
$1 Washington $2 Jefferson 
Other denominations are the same as Federal Reserve | 


notes except that these pictures are not enclosed in the oval | 
and appear on the left end of the note. 


ing the indorsement on the worthless check in question, also 
the signature. 


SAU — 


ee 
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WATCH FOR DANGEROUS OPERATOR 


Louis A. Ackley, Using One of His Numerous Aliases, 
May Appear at Your Bank Accompanied by One 
of Your Female Depositors 


This man inserts an advertisement in a newspaper for 
a female secretary, bookkeeper or cashier, stating that a high 
salary will be paid to a person who can handle the position 
satisfactorily. Of course, he receives several answers and 
engages several applicants, none knowing that others have 
been employed. He then requests each to deposit in her 
bank for collection a cashier’s draft, which he claims to 
have received from the firm he represents and for which 


LOUIS A. ACKLEY 


he is going to open an office in the city. These drafts are 
in amounts ranging from $1,000 to $4,000. A day or so 
later he gives each of his employees another cashier’s draft 
of the same form as the first one, but in amounts between 
$150 and $350, and asks them to have these drafts cashed 
in their banks, as he needs the money for expenses incident 
to the opening of his office and has not yet established 
banking connections. He tells each employee that they are to 
report for duty when he advises them that the office has been 
furnished. In some instances this man has actually made 
arrangements for the rental of a suite of offices. 

In his latest operations Ackley has used bogus cashier’s 
drafts purporting to have been issued by the First National 
Bank, Dalton, Ga., drawn on the Chase National Bank, New 
York, N. Y., but he has used several other forms ostensibly 
issued by and drawn on different banks, and he may change 
again at any time. 

There is one outstanding point about this man’s opera- 
tions—the bogus cashier’s drafts are always made payable 
in the name of the female depositor whom he has employed, 
and his name does not appear on them at all. 

Louis A. Ackley has served terms in the Massachusetts 
and Ohio state penitentiaries. He escaped from the Ohio 


_ state penitentiary on August 31, 1921 and is badly wanted 


by that institution. Any information relative to this man 
should be immediately communicated to the nearest office of 
our detective agents, by wire at their expense if necessary. 

Among Louis A. Ackley’s aliases are the following: Henry 
Bronson, G. A. Andrews, Henry J. Martin, Claude A. Donald- 
son, Walter D. Davis, Robert E. Hadley, Robert R. Roberts, 
Walter L. Campbell Arthur J, Howard, William G. Nash, 
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John J. Murray, etc. He is described as being about 45 
years of age, 5 feet 7 inches, 140 pounds, slender build, 
dark complexion, dark eyes, dark hair at sides and in back, 
very bald; may wear wig. 


ROY BLANCHARD, alias Roy G. Blanchard, is wanted 
for forgery by a member bank in Salina Kan. During the 
month of August this man, who claimed to have been in the 
marine service, called at Red Cross headquarters in Salina and 
after telling a pitiful story obtained a loan of a small sum 
of money. While this man was in Red Cross offices, he stole 
several blank checks, forged the secretary’s name, and nego- 
tiated the checks at a local bank in Salina. Our detective 
agents are endeavoring to locate Blanchard. He is about 30 
years of age, 5 feet 6 inches in height; weight, 145 pounds; 
blue-gray eyes, with long dark lashes; dark brown heavy hair; 
up-turned nose; full lips; smooth shaven. 


JAMES D. BRAUN (colored) made his appearance recently 
in Palmer, Mass., claiming to be a Baptist minister. He was 
successful in cashing a check drawn on a bank in Spokane, 
Wash., which was later returned as worthless. The bank was 
protected by an indorser and therefore sustained no loss. This 
man actually preached a sermon at one of the colored Baptist 
churches in Springfield, Mass., and it is suggested that mem- 
ber banks be on their guard against cashing checks for him. 
Braun is described as follows: 50 years of age, 5 feet 9 inches 
in height; weight, 190 pounds ; smooth shaven; fluent talker. 


JACK D. M. CLARK, alias H. E. Patterson. A member 
bank and several hotels have sustained losses through his op- 
erations. He has cashed checks drawn on the account of the 
Buffalo Hotel Association in the Dominion Bank, Toronto, 
Canada, the checks being signed “H. E, Patterson.” 


C. L. COBB, alias Charlie Cobb, is wanted by a member 
bank at Hominy, Okla., in connection with a mortgage swindle. 
Our detective agents are endeavoring to locate him. He is 
described as follows: About 35 years of age, 5 feet 6 inches 
in height; weighs 135 pounds; blue eyes; blond hair; stock- 
man and farmer by occupation. 


MISS W. C. DONCASTER. Several savings banks and the 
savings departments of national banks have sustained losses 
through the operations of a woman calling herself Miss W. C. 
Doncaster. Her mode of operation is to open a savings ac- 
count with a small cash deposit and several days later present 
to the bank worthless checks drawn to her order, signed “W. 
C. Doncaster,” and usually bearing the following indorse- 
ments: Anna A. Gilmore, Laura S. Overton, and Myra Palmer. 
Half of the amounts called for by these checks she takes in 
cash, the other half to be deposited to her credit in her savings 
account. The operator is described as follows: About 45 years 
of age; 5 feet 2 inches in height; weighs about 100 pounds; 
slender build; hair tinged with gray; wears eyeglasses and 
dresses in black. : 


LOUIS F. FRIEDRICKS,’ Through a ruse this man 
secured from the salesman of a New York printing firm checks 
which were printed for different New York firms. Friedricks 
has negotiated several of these checks, and a member bank 
in Burlington, Vt., sustained a loss through cashing one of 
them and he is in consequence wanted by the Burlington, Vt., 
authorities on a charge of forgery. Any information relative 
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to him should be sent to this department or the nearest office 
of our detective agents. Friedricks is described as being 
about 25 to 28 years of age, 5 feet 9 or 10 inches tall; light 
complexion; light hair; smooth shaven; wears dark suit, gray 
cap and tweed top coat. 


JOSEPH KANTER is operating with bogus checks drawn 
on the Concord Trust Co., of Chicago, Ill. These checks bear 
a crude rubber stamp purporting to be the certification stamp 
of the Concord Trust Co., which reads as follows: “Concord 
Trust Co., Amt. , Certified, Cashier.” As far 
as our available records show, there is no such institution 
as the Concord Trust Co. in existence in Chicago, Ill. Member 
banks should beware of cashing checks of this kind. We are 
at present unable to supply a description of the operator, 
but are reproducing a specimen of his handwriting. 


JAMES H. McINTOSH recently defrauded a member bank 
at Dighton, Kan., by disposing of mortgaged property. Our 
detective agents are endeavoring to locate him. He is about 
35 years of age; 5 feet 5 inches in height; weighs 170 pounds; 
florid complexion; small brown eyes; reddish hair, considerably 
bald; smooth shaven. 


L. A. MeNARY. A man using this name defrauded a mem- 
ber bank in Seattle, Washington, by impersonating a depositor 
of a Portland, Ore., member bank. While traveling, the bank’s 
customer lost his check book which was found by the operator, 
who immediately endeavored to cash a check at the Seattle 
bank, signing the name of the depositor of the Portland bank. 
A telegram was sent to the Portland bank and instructions 
were received to pay the check in question on proper identifica- 
tion. An accomplice introduced the operator to a doctor, from 
whom he received treatment as L. A. McNary. Later in the 
day the operator requested the doctor to accompany him to 
the bank and identify him. The doctor did as requested and 
the forged check was cashed. 

It is suggested that when a depositor introduces or identifies 
a stranger at a bank, the bank obtain the customer’s 
indorsement as a means of protecting themselves. 


FRED EH. PETERS, alias Fred E. Prince, alias Richard 
Warrington, Jr., alias Richard Wainwright, alias W. O. Mar- 
shall, Jr., alias R. W. Wellington, etc. The operations of this 
man were familiar to the readers of this Journal during 
1914 and 1915, when several articles relative to him were 
published. On April 20, 1915, he was arrested at Philadelphia, 
Pa., and returned for trial to New York, N. Y., where he was 
convicted and sentenced on May 20, 1915, to serve ten years 
in the United States Penitentiary, Atlanta, Ga. He was 
released from that institution on April 23, 1920, but evidently 
did not renew his operations immediately, as his work was 
not called to our attention unl June, 1922. During the past 
few months he has operated extensively, but has confined 
his operations against merchants, hotels, etc. He is using 
worthless checks, some of whick bear forged certification 
stamps drawn on the following banks: Bank of San Jose, 
San Jose, Calif.; Ohio Savings Bank & Trust Co., Toledo, 
Ohio; and Broad Street National Bank, Trenton, N. J. He 
is also using forged cashiers’ checks ostensibly issued by the 
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FRED EB. PETERS | 


Lowry National Bank, Atlanta, Ga. Peters makes small | 
purchases, usually of books, musical instruments, radio outfits, i 
or something of that kind, and secures the difference between | 
the amount of his purchase and the amount of his check in 

cash. He is described as follows: About 35 years of age; 
5 feet 634 inches in height; weighs 137 pounds; medium build; 

fair complexion; blue eyes; light chestnut hair. 


G. M. PIPER is operating with bogus checks in the amount | 
of $100 or more, drawn on the Cedar Falls National Bank, | 
Cedar Falls, Iowa. Several checks were cashed in Denver, 
Colo., but the most recent ones were negotiated in Philadelphia. || 
It is suggested that members be on the alert for checks nego- 
tiated by Piper. 


JOHN ROSE is the name used by a negro who recently 
defrauded a member bank in Kansas City, Mo., by opening | 
a savings account with $2, and later negotiating a worthless | 
check for a small amount drawn on another local bank. This | 
darky tried the same scheme in several banks at Kansas City, | 
and our detective agents’ Kansas City representatives are 
endeavoring to locate him. His description is as follows: | 
About 45 years of age; 5 feet 6 inches in height; weighs 
150 pounds; fairly well dressed. 


MRS. J. SMITH, alias Mrs. M. M. Miller. Several bans 
have sustained small losses through the operations of this 
woman. She presents herself at a bank, and explains to th 
cashier that she wishes to open a savings account in the name 
of her mother. Then she produces a savings account book, issued 


? 
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by an out-of-town bank, which shows a credit of about $3,000, 
then tenders a check drawn to the order of the member bank 
for the sum of $3,000. After the transaction is completed, 
she states that she also has a checking account in the bank 
referred to, and asks the cashier to honor her check for $50. 
Usually she is successful in securing the funds on this check. 
On presentation it is found that both the commercial account 
check and the savings account check are worthless. The 
operator is described as follows: 40 years of age, 5 feet 4 
inches in height, medium build. 


M. J. WHITAKER, alias Ira Whitaker. A man using these 
names has defrauded member banks in Illinois and Missouri 
on worthless checks bearing forged indorsements. He makes 
his appearance in a town and under a pretext arranges to 
meet one of the prominent farmers, stating that he wants 
to buy feed or mules, etc., from the farmers direct. Whitaker 
requests one of the prominent farmers to write his name and 
address in a small memorandum book which he carries and 
also induces the farmer to introduce him at a local bank. 
Later Whitaker appears at the bank with one or more checks 
to which he has forged the indorsement of the farmer, and 


Dra Ww tle ha 
OCunlpna ft 


is generally successful in securing funds. On one occasion 
this man had his right thumb bandaged so as to have an 
excuse for asking the farmer to write his name himself. The 
operator is described as being about 35 years of age; about 
5 feet 11 inches in height; weighs about 155 pounds; slender 
build; sandy complexion; blue eyes and sandy hair; raw 
boned; has the appearance of a prosperous young farmer. 


GENERAL 


FORGED TRAVELERS CHEQUE NEGO- 
TIATOR CONVICTED 


A’ purchaser of travelers’ cheques from the Bank of Mont- 
real, Canada, lost or had stolen from him on board a steamship 
bound for Bermuda in February, 1922, several thousand dol- 
lars’ worth of these travelers’ cheques. 

On May 15, 1922, WILLIAM HUNTER was arrested by 
the New York City Police Department following the negotia- 
tion of some of these cheques in New York City. He was 
positively identified by employees of one of the New York 
hotels as being the man who had uttered one of the travelers’ 
cheques in question and forged thereon the name of the original 
purchaser. Our detective agents recovered $1,950 worth of 
the cheques stolen. 

The agents of the Bank of Montreal in New York City 
were relentless in pushing the prosecution of Hunter, and he 
was later convicted. On October 17, 1922, this man was 
Sentenced to serve five years in Sing Sing Prison, Ossining, 
nm. Y. 
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BONDS STOLEN IN HOLDUP 


The following municipal, industrial and foreign bonds were 
stolen from the Hamilton County Bank, Cincinnati, Ohio, 
when five men held up that institution on September 28, 1922. 
We would appreciate it if member banks would call this article 
to the attention of their bond departments. If any of these 
bonds should be presented, the nearest office of our detective 
agents should be notified immediately by telephone or telegraph 
at their expense. 


MUNICIPAL BONDS 


Five 6 per cent. bonds, De Soto County, Florida, Moorehaven 

Road and Bridge District No. 8; due January 1, 1934. 

Numbers Amount Numbers Amount 
AVA aa saute sie saenane) Here $500 ATOM So Rierel ere eteoeeceyereieue oN $500 
41 2 este ee Meal sterseel ate coue 500: LAUR Bl antics icucur kOe ae 500 
AE Bee cut eed creat ere eee eae 500 


Nineteen $500, 6 per cent. series bonds, Monticello, Florida, 
numbers unknown. 


Ten 5 per cent. bonds, Parish of Arcadia, Louisiana, Sixth 
Ward Road District No. 2 


Numbers Amount Numbers Amount 
DOG Maria alelefevoneks. oleae, oes $1,000 DOS ets olelaiercaticte. sists <0 $1,000 
DOBWUES Arle Th aeretacste sree s 1,000 DAME era eae ape csisysiersieue's 1,000 
USM ret cie vere ore aaverate ate 1,000 SOOHEEL Sate cote ons 1,000 
Di Dametire tars et cnc\exsvoucresatece 1,000 Spe hecehs tere kia sete ike 1,000 
DOD aa oir ae casters ae crehece 1,000 SAD aie ois eine ¥ era eve 1,000 


ao bonds, Parish of Pointe Coope, Louisiana, Road District 
0. 2. 


Number Amount Number Amount 

ZT eve aire taperete renee at etele iets ele $500 PUSH avs screrciere stershelcraperelorsts $500 
Hight 5 per cent. bonds, Parish of St. Laudry, Louisiana, 

Third Road District of the. Fourth Police Ward. 

Numbers Amount Numbers Amount 
SB ais aio rats) celle tste-etwrs hs $1,000 iliabiclicistatenersMexchsicl eles cons $1,000 
SA Sais ciate wal ereicleker ties 1,000 Beet hoBan a cho bien Aenis Corenrrnene 1,000 
DD: Bek abs corel eeeret tislerste’ 1,000 SO lahat ccorciete aiceteges 1,000 
DS Grakie saa cele kel avert etnies ce 1,000 Ol Daetetetenetete st cuers Sieh = sjiehs 1,000 

Seven 5 per cent. bonds, Parish of St. Laudry, Louisiana, 

Second Road District of the Fourth Police Ward. 

Numbers Amount Numbers_ Amount 
BGT Greco Gono onc eoe $1,000 BOE Fe Sieve sf olantlare:ci ater es exe $1,000 
AT CMe etevalancys eereretele: os 6 1,000 SRY | AO arc CUGEIG Car OIG 1,000 
4S eeeaatelen sie telens eheio.s:s 1,000 DA Ire ccaseeieta C8 ern eteerehers 1,000 
CN ME ee Gis DIC Sao aicuGoIe 1,000 


One of 5 per cent. improvement bond, Raleigh County, West 


Virginia, Permanent Road, Trap Hill, Magisterial District. 
Number Amount 
Eyl se tot eMAR Wen erchiat of obene iodo: cuciecd: ccete se 810% cue oUeus, oe) ss) eiiallos avee' a te $1,000 


Twenty 5 per cent. bonds, Richland Parish, Louisiana, Road 
District No. 3 


Numbers Amount Numbers Amount 
ZOE revere ofotopatae seule tsusye; $1,000 DITA ed ne eneds aleve aie, ohs 2 $1,000 
Zee ete talenstels tee chehoemeiete 1,000 DSe Mie uierci sore wiekeleseverele ,00 
264 Bre ea dere ve cieisueroieiereye 1,000 AM Tonotsteds a ciate suerekore 1,000 
DO Ole kelsreas ole telece cases ava 1,000 NE) aMaaatet srode id. 56 aie efsia'eo8 1,000 
ZOD Sere sro Mapsbetsra’ ove ocho 1,000 PCOMMMAGa citre Dkereteia) oe eiere 1,000 
PAN bi, Sent pike ha yo Oita ae 1,000 OTT ee crc lsiebes Oe ia estate 1,000 

SO Bieo ere sie cic he wile wlate’s 1,000 DUS reo) cette Stele ore nieve 1,000 
ZONE Sata vintelsaele cuniers cies 1,000 DA AS) ts ae OER ROIS Ce 1,000 
DT OMe serpy stekatestte steer ters 1,000 DEO ree ectens oF weptaees Lele 1,000 
DHL 8 NRA CHICO TORIOES 1,000 DO Meme torsiels ore ial okie aes. 1,000 


Two 5 per cent. bonds, St. Mary’s Parish, Louisiana, Road 
District No. 1 


Number Amount Number Amount 
430 ie cvcekeneietelcs tow siteveca-s $1,000 AD geet eien a Mer Nia cies: 6,6 $1,000 
INDUSTRIAL BONDS 

Ten 5 per cent. 15 year gold debenture bonds, temporary 
receipts, The Atlantic & Refining Company. 

Numbers Amount Numbers Amount 
OOD QO Nereie tease She ecie. <6 $1,000 OOS Tiger els Vayeilevarsxe) >-siouslene $1,000 
GOSSiE ae cics mele cicketo ors 1,0 QOD Ro cicceleercin chevetcuete ,000 
OOD AM etc treystherclete: siete 1,000 GOS 9 aetna se ate raeners 1,000 
DOO Omerelalerele inte sheie ole « ¢ 1,000 DG Ome teraperrcriasveraneieve. are 1,000 
DOG Re elect cteve ties © % 1,000 OGL Mae racciore: cereus) stoctete 1,000 
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Five 7% per cent. first and refunding convertible 15 year gold 
ponds, series A, temporary receipts, Bmpire Gas and Fuel Company. 


Numbers Amount Numbers Amount 
BAAN TE Fs ortcaet ols, ons aes $1,000 PE DALY oe As, MAR ROAD $1,000 
2418) Oe cris wero ereicrens 1,000 OO ER 8 Cece ray rn ¥3 1,000 
94419 beasts selsiie 1,000 


Ten 6% per cent. first mortgage 25 year, gold bonds, temporary 
receipts, The B. F. Goodrich Company. 


Numbers Amount Numbers Amount 
TVSG8.0 coe okeratemenenerere $1,000: LTS OL ay ciptete cpelete cb esonstane $1,000 
LTB HD eo ene eete ais 1,000. USED AN ren eonecs there 1,000 
D1SG6O. crane cle <i eile - 1,000 


(Numbers of the other five unknown.) 
Four 8 per cent., series A, first seen Re sinking fund gold 


notes, Interstate Iron & Steel Company, due May 1, 1941 

Numbers Amount Numbers Amount 
2307 Bae a ete tete $1,000 ZOD Prrevencteteed tise eset $1,000 
2308 iiss cietre cloarante 1,000 DSTO ee eractneits sis nies 1,000 


Two 8 per cent. secured gold notes, Island Oil & Transport 
Corporation, due June 15, 1926. 


Number Amount Number Amount 
BEG To Sepaea- sie orsvanecets cuete $1,000 L5 DS acc sions ers torte $1,000 
Three 5 per cent. 30 year, refunding mortgage, series A, 


ee bonds, Pacific T@epuane and Telegraph Company, due May 


1952, temporary receipts. 

Numbers Amount Numbers Amount 
DOB V Bie sete eet ne ehere $1,000 DAO” «sis ctiets atte ene ese $1,000 
SASLO! errr tosne ser taetake 1,000 


Ten 4 per cent. first consolidated mortgage, Rio Grande Western 
Railway, due April 1, 1949. 


Numbers Amount Numbers Amount 
1329 Fe os cote eects es $1,000 1802 "\.4 eee eee $1,000 
103105. 22. eee eee 1,000 1303 ° “ce N wees 1,000 
GS28 Gavel ca cet terine 1,000 1567. dah Sie aes 1,000 
S327 eee eet eee 1,000 1568." 5). oe eae 1,000 
DOOOL Maelsa e omens toe teis 1,000 T4AT3OY cacisvnete eeeceeaatore 1,000 


Seven 6 per cent. first mortgage, gold bonds, The Trumbull 
Public Service Company, due June 1, 1929. 


Numbers Amount Numbers Amount 
QOB Mais sesstsieeatetetcuareke rr $1,000 PAU Geta hoe everuicumre S Shao $1,000 
20 Sa a icettte ore 1,000 OS Ae. Pictcrkhe sake iets 1,000 
200. Bice nee sae ome 1,000 ODM A AR ee eae «che een 1,000 
2G: «Sater a weiner 1,000 


FOREIGN BONDS 


Five 6 per cent. bonds, Municipal Exterior Loan of 1919, City 
of Bordeaux, 


Numbers Amount Numbers Amount 
SOTO Pee neenee ee $1,000 1SOA Mest so bite eae $1,000 
LSU" is. ee arcs Geeniemnete 1,000 UROG cow entue one Gisvaseene Gee 1,000 
1898 ite cs cine ee ,000 


Fourteen 5% per cent. sinking fund gold bonds, twenty year 
custom’s administration, Dominican Republic, 


Numbers Amount Numbers Amount 
WAY feat act ne eRe ACERS Ba $1,000 AIUTA eek es sia ome $1,000 
AT O08 Boatcieters eee et 1,000 AUTO Pear oc ea eee 1,000 
AT 60) Faker see snore 1,000 ATTEG Wiss ctcteieaee oc 1,000 
ATTO SES fr omcmcn rite on 1,000 QUT Cote ecdarciche tos, 3. dee 1,000 
ATT Te oS ar asta ane 1,000 BTA See ee ates od Nees 1,000 
LT TLyee re aoe ca 1,000 ATO! Fs ce eteoe a 6 ais eto lle 1,000 
AT TSAR oe ae ne 1,000 AT8OT 2a ie oo 1,000 


Two 6 per cent. five year gold debenture bonds, Interim Re- 
ceipts, Province of British Columbia, 
Number Amount Number 

BOD Br Beste averse ots $1,000 503 


Two $1,000 6 per cent. Municipal Exterior Loan of 1919 bonds, 
City of Marseilles, numbers unknown. 


Four 6 per cent. bonds, direct obligation Municipal Improve- 
ment, City of Ottawa, Ontario, Canada. 


Numbers Amount Numbers Amount 
L199 Peeeeehcee Bir Sa sutingecck cic tthe $500 BOS poe sre weleP aes bee SY ay 1,000 
OUBn Bivcrie re tte eee ents 500 LOT te ovis een ageh eka oe sur 


Eleven Yugo Slavia Kingdom of the Serbs, Croats and Slovines, 
temporary receipts. 


Numbers Amount Numbers Amount 
2615 fy <4 dee $150.00 & OBS roe eeieeece. 1,000 
26164... See oe 1,000 DOOD Mase wai Fekete 2000 
2617" i ea, eee 1,000 OLDE Lah Gy So i See 1,000 
2818 0 en 6 ree see 1,000 REG Seka St aa nae 500 
DOT 9 ae aa ane eke 1,000 SoC ih GARY aby cia 500 
2620 uk ee eee 1,00 


STILL BETTER FACILITIES 


Our Detective Agents Open Offices in Miami, Fla., and 
Mitchell, S. Dak. 


We wish to call the attention of our members to the 
fact that our detective agents, The William J. Burns Inter- 
national Detective Agency, Inc., have opened offices at Miami, 
Fla., and Mitchell, S. Dak., the address of the former being 
1112 Wayne Building, and the address of the latter in care of 
the South Dakota Bankers Association. _ 

Banks in the vicinity of these two cities will save consid- 
erable time by reporting cases direct to these offices, as our 
detective agents are authorized to investigate immediately, 
at the expense of the Association, any case which is covered 
by the rules of the Protective Committee. 


ARRESTED 
NOTORIOUS BANDIT GANG CAPTURED 


Reproduced above is a picture of CHARLES PRICE, no- 
torious bank robber, who in company with his brother GEORGE 
PRICE, and MARK HENDRICKS, SI WILSON and JOHN 
COWAN, attempted to rob the First National Bank of Eureka 
Springs, Ark., on the morning of September 28, 1922. 


CHARLES PRICE 


These men drove up in front of the bank, which is located 


on a busy street, in two cars. Four of the men entered the 
bank and with drawn revolvers ordered everyone in the bank 
to hold up his hands. Cashier Smith and Assistant Cashier 


Sawyer, however, while holding up their hands, stepped on 


a button which set off an alarm in nearby business houses, 
and a posse was quickly formed. 

The robbers gathered up a large amount of money and 
securities and dashed from the bank, where they were met 
by a well-armed posse. George Price was killed instantly. Si 
Wilson was shot and later died, as did Charles Price. Mark 
Hendricks and John ‘Cowan were injured seriously. 

At the time he was killed Price was being hunted by our 
detective agents for complicity in the holdup of a member 
bank at Muldrow, Okla., last June, Price being the only 
one in that crime who was not captured up to the time of 


his death, and it is stated on good authority that Charles 


Price and his associates have robbed six or seven banks in 
Oklahoma during the past year. 

The officials of the First National Bank at Eureka Springs 
as well as the citizens of that town cannot be commended 


too highly on the intelligent and courageous action they took 


in this matter. 
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Banque Francaise du Mexique, Tampico, Mexico. 
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CLAYSBURG, PA., BURGLARS SENTENCED 


On December 9, 1921, a member bank in Claysburg, Pa., 
was burglarized. A few days later DAVID WILLETT, JO- 
SEPH BLACKBURN, RALPH ANDERS, and HARRY CUM- 
MINGS, were arrested by the Pennsylvania State Police. 
Subsequently Blackburn made a confession to our detective 
agents’ Pittsburgh representatives, who investigated this case, 
and the local authorities, implicating the others. He repu- 
diated this confession at his trial. Nevertheless, all four men 
were convicted during March, 1922. On September 26 each 
of these men was sentenced to serve not less than seven years, 
nor more than ten years, in the Western Penitentiary, Pitts- 
burgh, Pa. 


MEXICAN SWINDLER ARRESTED 


At various times we have published articles in this supple- 
ment relative to the operations of a clique of Mexican swindlers 
who have operated with forged New York drafts ostensibly 
issued by banks in southern Texas, New Mexico, Arizona and 
Mexico. On September 28, 1922, a member bank in Eagle 
Pass, Texas, received a letter purporting to be from The 
It was 
stated in this letter that one Jose Gomez would arrive in a 
short time to cash a check for $11,800. Gomez’s signature 
was shown at the bottom of the letter, and inclosed was 
a draft for $11,800, drawn on the National Park Bank, New 
York, N. Y., ostensibly issued by The Banque Francaise du 
Mexique, Tampico, Mexico. 


JOSE GOMEZ 


The following day Jose Gomez entered the bank and pre- 
sented a check in the amount of $11,800 to the paying teller. 
The bank had taken the precaution to wire the Tampico 
bank and ascertained that no $11,800 draft had been issued, 
and no letter similar to the one described above had been 
written. Gomez was given $11,800 in cash, and after he had 
aceepted same was placed under arrest by the local police 
department. 

Gomez is now awaiting trial, and the Eagle Pass bank is 
to be complimented on their wide-awake tactics. We are 
Teproducing herewith the photograph of Jose Gomez, and if 
any of our readers are able to identify this photograph, we 
would appreciate it if they would advise us. 


s 


LONG ISLAND, KANSAS, BURGLARY 


On the night of September 5, 1922, or early on the morning 
of September 6, a member bank at Long Island, Kan., was 
entered, the door blown from the vault and a considerable 
amount in safety deposit boxes belonging to customers secured. 
On September 8 Chief of Police Hoover of Winfield, Kan., and 
his officers arrested two men in an abandoned house near 
the edge of town, and found scattered about the place securi- 
ties and other valuables taken from the bank of Long Island. 


JAMES T. LYONS 


CHARLES WILLIAMS 


One of the men gave the name of CHARLES WILLIAMS, 
who it was later learned is George Davis, alias George Darley, 
alias George Dunn, who was sentenced to the Oklahoma State 
Penitentiary in 1912 for burglary. The second man, who gave 
his name as JAMES T. LYONS, proved to be an ex-convict 
also, having served time in California. These men are at the 
present time awaiting trial, having been bound over under 
$10,000 bonds each. 


JACK SCHEID caused a member bank in Davis, Calif., 
to sustain a loss on a forged check. The operator was arrested 
in Fresno, Calif., on September 20, 1922, by the local police 
with the assistance of our detective agents’ San Francisco 
representatives. 


EARL SEYMOUR was paid by a farmer for services ren- 
dered with a check in the sum of $8. When the check cleared, 
it was found to have been raised to $80, and the money secured 
on it through a member bank at Ellsworth, Kan. This bank 
called on our detective agents’ Kansas City representatives, 
who on September 8, 1922, cooperating with the local authori- 
ties, caused the arrest of Earl Seymour at Kansas City, Mo. 
He has been returned to Ellsworth for prosecution. 
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EDGAR M. SUTTON. On June 17, 1922, several thousand 
dollars’ worth of American Bankers Association and American 
Express Company travelers’ cheques were stolen from a mem- 
ber bank in Chicago, Ill., by a sneak thief. In behalf of the 
bank’s membership in the Illinois Bankers Association and this 
Association, our detective agents made a thorough investiga- 
tion. Within a short time these stolen cheques began to be 
received through the clearings for payment, having been cashed 


EDGAR M. SUTTON 


in Boston, Pittsburgh, Chicago and other cities. During the 
course of our agents’ investigation, the photograph of Edgar 
M. Sutton, a man with an old criminal record, was positively 
identified by merchants as being the man who had negotiated 
the travelers’ cheques. On October 17, 1922, Sutton was ar- 
rested by the New York city police department on the charge of 
negotiating some of these checks and is being held under 
$25,000 bond for a further hearing. 


L. J. BEMIS victimized member banks in Buffalo and 
Tower City, North Dakota, by means of worthless checks. Our 
detective agents’ Minneapolis representatives were successful 
in effecting this man’s arrest in Tower City on September 
18, 1922. 


HERBERT CASHMAN, alias Simon Levin, who caused a 
member bank of Chicago, Ill., to sustain a loss on a forged 
check, was arrested by the Chicago police some time ago. 
Recently he was convicted, and the sentence he received is 
given elsewhere in this issue, 


W. H. DAVIS. A member bank of Richmond, Va., sustained 
a loss on a note negotiated by this man which bore forged 
indorsements. On October 8, 1922, Davis was arrested by 
our detective agents’ representatives cooperating with the 
Richmond police department. 


G. LEE GOODEN caused a member bank in Los Angeles, 
Calif., to sustain a loss by means of worthless checks. He 
was arrested in San Francisco, Calif., on September 29, 1922, 


by the police of that city and our detective agents’ representa- 
tives. 


E. L. GREEN was arrested by the Kansas City, Mo., police 
department on June 27, 1922, in connection with the holdup 
of a non-member at Welborn, Kan. Subsequently he was iden- 
tified as being one of five men who was implicated in the 
holdup of a Kansas City, Kan., member bank on June 19, 1922, 
He is now awaiting trial. 
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ALBERT W. BARTLETT, alias J. F. Williams, alias 
Thomas J. Wainwright, alias W. H. Rogers, alias F. T. Crane, 
alias George W. Pearson, etc. An article relative to this man 
was published in the May, 1916, JouRNAL SUPPLEMENT. In. 
recent years he has defrauded member banks in Maine, New 
Hampshire and Massachusetts on forged and worthless checks. 
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ALBERT W. BARTLETT 


On October 3, 1922, he was arrested by the Boston police 
department on a charge of holding up a drug store in Dor- 
chester and shooting to death the manager of the store. Our 
detective agents’ Boston representatives identified the man 
arrested as being the one who used the above aliases and 
defrauded the member banks in question. 
be tried on a murder charge in Boston. 


ROY N. HAMILTON caused two member banks in Los 
Angeles, Calif., to sustain losses on worthless checks. Our 
detective agents’ Los Angeles representatives located and 
effected this man’s arrest on October 9, 1922. In one of his 
operations he endeavored to secure funds on a check ostensibly 
signed by the vice-president of a St. Louis, Mo., bank. He 
is now awaiting trial at Los Angeles. 


ERNEST JOHNSON, alias George Rolph, operated against 


an Oakland, Calif.. member bank with a bogus check, and 
was placed under arrest by the Oakland police department 
on September 18, 1922. 


STATISTICS OF THE PROTECTIVE DEPARTMENT z 


Forgers, etc........... 73° 
Burglars:.:...n:essae0 oil) cli. 6) eo") Glee 13 
Holdup robbers ....... 35° 
Sneak, thievesa.. taal eet acage 

‘Total ..c. sae dar 
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Why Don’t They Raise Cotton? 


By J. A. ORMOND 


Cashier Citizens State Bank, Marianna, Fla. 


That Was the Query When Financial Aid Was Sought for the Re- 
lief of the Peanut Industry Which Sprang Up in the Wake of the 


Boll-Weevil. 


Growers, Mill Men and Banks, After Weathering 


the Storm, Now Are Optimistic. Development of a New Industry 


“Washington, D. C., November 6, 1922 
“The War Finance Corporation to 
day announced that it has tentatively 
approved the application of the Pea- 
nut Growers Exchange, Suffolk, Vir- 
ginia, for an advance of not to ex- 
ceed $1,000,000 for the purpose of 
financing the orderly marketing of 
peanuts.” 


N this brief statement the War 
I Finance Corporation gave the 
first intimation of recognition 
of the financial importance of an 
industry the mere existence of 
which is almost unknown to many. 
Known under many aliases of 
which ground peas, peanuts, goob- 
ers and pinders are the most com- 
mon, the lowly legume has been the 
synonym for everything cheap or 
small and has thereby carried a 
stigma altogether undeserved. 
Formerly Virginia had a prac- 
tical monopoly in the production of 
peanuts, and as an indication of 
the profit enjoyed it is said that the 
bank with the greatest proportion 
of surplus and profits to capital in 
the United States is a small coun- 
try bank in the Old Dominion 
whose deposits come from and 
whose profits are made in dealing 
with peanut producers and dealers. 
In the remainder of the solid 
South cotton was king, and _ his 
willing subjects loyally looked to 


the fleecy staple as their sole source 
of money. 

Like every other class, farmers 
have to learn from bitter personal 
experience what they should learn 
from the experience of others. 
Hence, when the Mexican boll- 
weevil crossed the Rio Grande and 
proceeded to infest the Texas fields, 
the cotton growers in the states to 
the east proceeded to plant more 
cotton to make up the deficit in the 
production of the staple in the state 
that had been furnishing almost 
half of the annual crop. 

Year after year as the remorse- 
less little destroyer traveled east- 
ward at the rate or 100 miles or 
more per year and each succeeding 
year an additional strip of the cot- 
ton belt was laid waste, the farmers 
in the territory not yet infested en- 
joyed more and more fully their 
brief monopoly in the market and 
the consequent substantial increase 
in price. And not until their fields 
were finally swept bare of bolls did 
they in any instance admit that it 
was possible for the weevil to reach 
them. Mayhap the fate of their 
neighbors to the westward was the 
visitation of a righteous judgment. 
Anyway, some kind providence 
would prevent the plague from fall- 
ing upon them at the last minute. 
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As zone after zone succumbed to 
the ruin the boll-weevil brought, 
and after a year or two of experi- 
mentation and consequent semi- 
starvation, it was found that the 
enforced diversification cf crops 
had all but solved the problem of 
farm operation, each belt in turn 
rejoiced in the delivery from the 
tyranny of King Cotton and began 
life anew with stronger hope and a 
lifted horizon. One Alabama town, 
wishing to give credit to whom 
credit was due, erected a monu- 
ment to the boll-weevil and dedi- 
cated it with appropriate cere- 
monies amid general rejoicing. 

Among the new crops tried as a 
substitute for cotton was the pea- 
nut. In many parts of the South 
it had long been used to plant in 
the corn middles for hog feed. 
With the corn harvested, the pigs 
gather the nuts without cost to the 
farmer and quickly convert them 
into pork for early market and ham 
and bacon and lard for home con- 
sumption. 

But although recognized as a 
valuable feed it had only a limited 
market for oil and confections. It 
remained for a negro scientist, 
Prof. George W. Carver of Tuske- 
gee Institute, associate of Booker 
T. Washington, to prove practical 
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of production for commercial pur- 
poses and to place on exhibition 
over one hundred different prod- 
ucts of the plebeian peanut. 

With the growing demand for 
the product the industry rapidly 
rose to first importance in many 
sections of the South, involving 
the necessary erection of ware- 
houses, oil mills, shelling plants 
and all the other essentials of a new 
industry. -Buying and marketing 
methods also were put into prac- 
tice and the machinery of produc- 
tion and distribution began to move. 


Hang Over From Cotton 


As a hang-over from the cotton 
era, the credit system was inherited 
by the new industry. The farmer 
must have fertilizer and supplies 
with which to produce his crop. 
The mills provided these necessi- 
ties upon contract for the delivery 
of a specified number of tons of 
peanuts at an agreed price. Thus 
the contract system sprang up. 

Just at this juncture came the 
war with its consequent aftermath 
of crazy inflation and cruel defla- 
tion of currency and credit and 
commodity prices. The year 1919 
saw peanuts soar to $250 per ton, 
and the newly established mills 
reaped a rich harvest of profit 
from the fulfillment of contracts 
made earlier in the year. The far- 
mer got all he had asked and was 
happy, and the contractor got more 
than he had expected and was hap- 
pier still. 

And thereby hangs the moral of 


THE PEANUT PLANTATION 


this tale, for with only the rare ex- 
ception to prove the rule, the far- 
mer filled his contract without 
shirking and the miller filled his 
contract with his factor or with his 
neighbor miller to whom he had 
subcontracted, seeing another be- 
come passing rich upon a deal out 
of which he made only a modest 
profit, with a good cheer almost 
unbelievable. 

One instance will suffice to il- 
lustrate the point and show the 
code of honor that obtained: One 
miller sold to another miller his 
entire holdings, the deal being con- 
summated over the telephone and 
no earnest money being required 
or paid. Before the peanuts were 
moved the price advanced so far 
that the seller called up the buyer 
and re-purchased the stock which 
still remained in his warehouse by 
the simple expedient of paying 
thirty thousand dollars for the can- 
cellation of the first purchase. And 
everybody was happy. 


Beginning of 1920 


At the beginning of the crop 
planting season of 1920 the millers 
again contracted with their farmer 
customers at prices based upon the 
reasonable expectations of supply 
and demand. But in that year all 
laws of supply and demand as well 
as almost everything else went to 
smash. And when the time came 
to deliver the crop of peanuts in 
the fall the contract price was from 
double to several times as great as 
the market price, for be it remem- 


Brown Bros. 


bered that within the space of a few 
months the price fell from $250 
per ton to $30 per ton. 

The result is easy to see. With 
just enough exceptions to prove the 
rule again, every mill and shelling 
plant in the whole South lost its 
entire capital before the marketing 
season was well opened. Did they 
do the obviously necessary thing of 
either repudiating their contracts 
or taking bankruptcy? They did 
neither. 


Paid in Acceptances 


Again. with just enough excep- 
tions to prove the rule they faced 
the situation, worked off the com- 
modity to the best possible ad- 
vantage, and paid the farmers in 
acceptances which by any possible 
analysis were worth only a few 
cents on the dollar. These ac- 
ceptances the farmers took to their 
banks in settlement for their crop 
loans and these the banks held un- 
til they matured and then took the 
notes of the defunct mills in re- 
newal thereof, thus creating a new 
currency as valueless as the mark 
from the standpoint of collect- 
ability at maturity, but worth one 
hundred cents on the dollar in de- 
termination of the maker to ulti- 
mately pay. 1 

Bad banking? Certainly. But 
there was only one alternative, and 
this alternative scores of the best 
banks in the South took because 
their city correspondents and the 
several governmental _ financial _ 
agencies said they were too much 
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over-extended to be entitled to the 
necessary credit to enable them to 
function. 


Peanuts in Politics 


Added to the instability of the 
market, owing to the newness of 
the industry, is the problem of the 
influx of the Chinese peanuts, 
which in pre-tariff days guaranteed 
to the Southern peanut producer a 
financial and social status on a par 
with that of the coolie, wherefore 
he occupied the anomalous position 
of voting Democratic from preju- 
dice and praying Republican from 
principle. And now that his vote 
was lost and his prayer was an- 
swered he knows that if he pro- 
duces too many nuts he will break 
the market himself while if he pro- 
duces too few the consequent price 
will attract the foreign product 
which will break it for him. 


Banking Difficulty 


The planting season begins in 
April and the harvesting season in 
August, but it requires until the 
next June to market the commod- 
ity, thus taking fourteen months 


to make and sell a crop of pea-- 


nuts. The banks that lend the 
farmer in the spring upon perfectly 
eligible agricultural paper must take 
their pay in the fall in ineligible 
acceptances of the mills, because 
few of the mills can comply with 
the bonded warehouse provisions 
necessary to render their paper 
eligible; and then, the volume of 
paper that has to be carried by the 
local banks loyal enough to see the 
thing through, soon runs beyond the 


limits of their small capitalization 
and renders it all ineligible again. 
The reason for this long marketing 
season is found in the physical ina- 
bility of the mills to crush or shell 
their holdings short of a period of 
from three to eight months varying 
with the size of the crop and their 
own capacity. And even if, as 
with cotton, the crop could be 
placed upon the market within 
thirty days it would be impossible 
for the trade to absorb the ac- 
cumulated offering and the price 
would thereby be wrecked. 


Speculative Basis 


Thus the entire process rests upon 
a basis so highly speculative that it 
is small wonder that banks, not 
obliged to do so for the preserva- 
tion of their customers and them- 
selves, are inclined to offer but 
little assistance except in the way 
of criticism which is, as_ usual, 
based upon a misunderstanding of 
the problem. A case in point will 
illustrate: A country banker went 
to his city correspondent and care- 
fully detailed the situation, seeking 
aid, advice or counsel. The great 
banker’s answer was: “Why don’t 
your customers raise cotton as they 
used to do? We all know how to 
handle cotton.” An inquiry which, 
in view of the presence of the boll- 
weevil, was fully as brilliant as that 
of the good French queen who, 
when told that her subjects had no 
bread, naively asked: “Why don’t 
they eat cake?” 


Most Banks Survived 


But even with the absence of 
outside assistance to any substan- 


tial extent, most of the banks in the 
peanut territory survived and still 
survive, though not one’ in’ ten 
would have thought it possible if 
foreseen or can satisfactorily ex- 
plain how it was done now that the 
apparently impossible has been ac- 
complished. For let it not be for- 
gotten that the year 1921 brought 
no relief, every farmer and most 
of the mills having that year op- 
erated at a loss. And only now 
after twenty-four months of hold- 
ing together with no visible ties to 
prevent the entire structure from 
crumbling, with the mills and the 
farmers hopelessly bankrupt and 
the country in chaos, for the first 
time in three years it begin to look 
as if the farmers will sell their 
crops without loss, the mills op- 
erate with a margin of profit, and 
the banks collect a fair amount of 
paper which from any recognized 
banking standpoint was worse than 
worthless. 


Saving the Crops 


Campaigns are being organized in com- 
munities throughout the Southwest, in 
which State Boards of Agriculture, Agri- 
cultural Colleges, grain dealers and 
elevator men, county farm agents, bank- 
ers, business men, Chambers of Com- 
merce and other community organiza- 
tions, are cooperating with the farmers 
for the destruction of the Hessian fly, 
chinch bug, boll weevil and other insect 
pests. The enormous damage wrought 
by these enemies this year, aggregating 
many millions of dollars, has aroused 
these interests to. the necessity of prompt 
action to avert further losses next year, 
and the most practical methods devised 
by the Agricultural College Entomolo- 
gists are being employed, says the 


Monthly Review of the Federal Reserve 
Bank of Kansas City. 


Brown Bros. 


Telling the Bank Customer Why 


By CHARLES MOREAU HARGER 


Customer Criticism Is Due to Lack of Understanding. The Peo- 
ple Rarely Appreciate the Difficulties With Which Some Bankers 
Must Contend in Giving Credit and in Maintaining Safe Reserves. 
One Method by Which an Indignant Debtor Became Sympathetic 


“6 E are certainly meeting 
\ \ with the most unsatisfac- 
tory business methods—if 
they call it business—from our 
local banks I have ever seen, not 
only myself, but all my farmer 
friends. What has gotten wrong 
with our banks to try to make the 
farmer pay up all his indebtedness 
at the same time?” 

This is from a letter written by a 
western farmer who has done busi- 
ness with country banks for thirty- 
five years. He possesses a produc- 
tive farm and has generally pros- 
pered, yet now feels the pinch of 
limited ready cash with which to 
meet his obligations. He owes on 
his motor car and for new imple- 
ments; a moderate mortgage rests 
on his land. In carrying on his 
business for a third of a century 
he has almost daily had dealings 
with the bank—yet today he is ap- 
parently unfamiliar with banking 
conditions and looks upon the bank- 
er as in some way imposing on him. 

The attitude here shown has been 
common during the past year and 
is likely to remain for some time 
to come—until the period of read- 
justment ends. Its existence makes 
it more difficult for the bank to 
secure liquidation and creates an 
antagonism entirely unfavorable to 
bank operation. It is much more 
prevalent than generally is recog 
nized. 


Banks Making Too Much 


Out at a public sale a few weeks 
ago several men were standing aside 
talking over farm conditions. They 
had exhausted the topics of crops, 
rain prospects and similar matters 
and took up finance. 

“The banks are making too much 
off of us,” said one. ‘They have 
shut down on our loans and are 
trying to collect what they have 
loaned out—what are they doing 
with their money? Probably they 
are buying bonds and things like 


that and letting us suffer. That 
isn’t right.” 

“But the banks have to get their 
money back when it is due,” put in 
a neighbor. “How would you do 
business, if you were a_ banker, 
without doing that?” 

“Oh, of course, we'll pay, but 
what’s the hurry? We need all the 
money we can get to live and debts 
will have to wait awhile.” 


Debts Have Waited 


Debts have “waited awhile” in 
too many instances. Country banks 
have suspended while waiting. It 
was not only the waiting. One ex- 
banker tells what happened: 

“T have tried every way to collect 
enough to pay the call for deposits, 
but was met by excuses and promis- 
es. Then one day when we had 
but $11,000 in cash, one wéalthy 
farmer came in and pushed across 
the counter his certificate of de- 
posit for $14,500. I explained that 
it would help if he would be pa- 
tient a few days, but, no, sir, he 
wanted the cash right then and 
there. I refused to pay him at that 
time and he went storming out, 
threatening what he would do. I 
followed him, locked the door and 
pasted to the glass window a sign 
‘This bank is closed,’ and I was 
through.” 

A national bank examiner tells of 
going into a bank out in the plains 
country. He found but a little over 
$10,000 in available cash. ‘What 
would you do if somebody brought 
in a check for $11,000?” he was 
asked. “Couldn’t do it,” was the re- 
ply. “Nobody has that much on de- 
posit.” “But supposing two or three 
came in with a total of that much 
money?” “Well,” with a laugh, “I’d 
jolly somebody out of the notion.” 
Evidently he did just that for the 
bank is still in operation, having 
been allowed to try to work out its 
salvation. 


These experiences are far from 


418 


pleasant to the banker—sleepless 
nights do not conduce to good 
health. Behind them is the story 
of the farmer’s depression, owing 
to the ill-related price-levels of com- 
modities the producer must buy and 
of the output of his land. But 
without going into this well-recog- 
nized situation, let us consider the 
banker’s remedy for the very evident 
resentment felt by many of his cus- 
tomers who, like the letter-writer, 
believe the banks are “most unsatis- 
factory” in their methods. 


Truth Convinces 


“Nothing,” once said a distin- 
guished political manager, “is so 
convincing as the plain, unvarnished’ 
truth—if you can make folks be- 
lieve it.” Much the same doctrine 
applies to finance. 
pertinent to a country bank’s clien- 
tele. The average producer has 
been all his life more or less under 
obligations to his banker—that is, 
he has been borrowing money, re- 
ceiving notices of notes due and 
overdrafts accrued. He has a sub- 
conscious attitude of what the psy- 
chologists call “inferiority complex” 
in his relations to the imposing in- 
stitution on the best corner in town. 
Speaking generally, he has little re= 


alization of the problems that are 


to be solved behind the counter and 
in the directors’ room. His con- 
ception of the bank is direct and 
personal. 

The successful banker is he who 
can most fully remove this idea 
and substitute for it one of under- 
standing and cooperation. This is 
especially to be desired in these days, 
when bankers are trying to liquidate 
some of their obligations and at the 
same time hold the confidence and 
patronage of their customers. Look- 
ing over scores of advertisements 
of country banks published in the 
local papers of the communities 
where the banks operate, I have yet 
to find one taking the public into 
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confidence as to the need for mak- 


ing such collections. Probably the 
banker figures that such publicity 


would be taken as a confession of 


7 


result. 


weakness—and it might have that 
But it has never been tried. 


One cannot always tell just how the 
public will take a given method of 


procedure. A banker who tried it 


out was discussing his success. 


him to come in. 
was in a rather belligerent mood. 


_ the 


“Abner Harshman had been ow- 
ing us for over three years,” he ex- 


plained. “We had renewed his note 


time after time, occasionally with 


-a slight reduction, but oftener with 
-a slight increase, enough to take 
care of interest due. 


Finally I 
wrote him a sharp letter and told 
He did, and he 


“What are you hounding me to 
pay for,’ he demanded. ‘Isn’t my 
name good for the twelve hundred 
dollars I owe you?’ 

“I admitted it was—and then I 
determined to try 
an experiment. 

“ “Come back of 
the counter,’ I said. 
He followed me, a 
littleembarrassed at 
unaccustomed 
procedure because 
the average cus- 
tomer thinks there 
is something mys- 
terious in being 
back of a bank 
counter. 

“I took down the 
daily statement 
record. 

**Here is the 
condition of our 
business,’”” I began. 
“You could get it 
in the daily state- 
ments, but this will 
be clearer to you. 
Look back to this 
date last year. We 
had deposits of 
$235,664. We had 
loaned most of it 
On notes of yours 
and others of this 
community. We 
had about $48,000 
In cash or its equi- 
valent. Yesterday 
we had deposits of 
$146,876—our de- 


positors have drawn 


: out $88,788, and 


we had to pay them or quit busi- 
ness. How do you think we got the 
money to meet this. reduction in de- 
posits to pay the checks in cash?” 

““Well, I suppose,’ he hesitating- 
ly admitted, ‘I suppose you collect- 
ed’ some of the notes. That is ex- 
actly it and that is why we are ask- 
ing you and others to pay part or 
all of your debts to us—so that we 
can pay our depositors if they con- 
tinue to need money to carry 
through until times get better for 
the farming country. If we don’t 
pay them we quit.’ He thought it 
over a little. 

““Say, would it help some if I 
paid half that note now?’ was his 
remark. 

“T had made one convert and I 
felt that the experiment had work- 
ed. 

As I said before, to the average 
man and woman banking is more or 
less mysterious and the banking 


house is entered with some awe. It 
is the seat of the mighty, the abode 
of Finance. Perhaps there are 
bankers who think it is wise to 
maintain this aloofness, who _ be- 
lieve that there is advantage in not 
having too much known about the 
methods by which the depositors’ 
money is handled and the demands 
made on the bank for accommoda- 
tions. They feel that the public is 
sensitive to rumor and responsive 
to the influence of customers. Un- 
questionably it does help to have 
customers talking favorably of the 
institutions. 

“Why on earth did you make a 
loan of $15 to Jack Fear?” I asked a 
banker. “Jack isn’t worth.15 cents.” 

“Jack will pay the note,’ came 
the calm reply. “He always pays— 
sometime. Besides, Jack will go up 
and down the street telling what a 
good bank this is. I could loan you 
$15,000 and you wouldn’t mention 
it to any one—Jack 
will talk about it all 
day long. It is 
worth $15 in ad- 
vertising, even if 
he does not pay.” 

This was a new 
idea—and maybe 
the banker was 
right. The same 
philosophy ought 
COmmopetate ss 4 ni 
Live sesa-m1 € i n- 
stance of the man 
who knows exactly 
why it is necessary 
for the bank to re- 
fuse loans and to 
demand that liqui- 
dation be practiced 
as rapidly as pos- 
sible. It is not al- 
ways easy to select 
the right person 
for the explanation, 
such as was given 
to the man taken 
behind the counter, 
but every banker 
knows certain cus- 
tomers who need 
convincing, Even 
if they are not able 
so promptly to of- 
fer to “pay half the 


note,” they will 
no take home to their 
ERCP ER 2K neighbors a new 


Changing His Attitude 


idea of banking. 


Formula for Solving Debt Problem 


President Garland Steamship Corporation, Vice President British-American Tobacco Co. 


UMAN welfare demands 
H that; there) be, «no jereat 
delay in discovering and 
into effect some work- 
able plan to solve this  inter- 
national question. I do, how- 
ever, believe that negotiations 
should be opened to the end that 
an arrangement may be made 
which will restore good will 
among the nations, relieve the 
credit situation and thus open 
once again the avenues of com- 
merce. 

The suggestion which I offer 
is made with the hope that it 
may be a foundation upon which 
we can work out a settlement for 
the mutual benefit of all parties 
concerned. 

I offer the following as a basis 
for discussion: To illustrate the 
idea I have in mind,—take the 
case of England’s debt to us; we 
should say to England, “You owe 
us between four and five billions 
of dollars. We know that you 
recognize this debt, but we be- 
lieve that under the circumstances 
in which the major portion of it 
was contracted, it is only fair that 
we should share a part of the bur- 
den with you. If you will agree 
to pay to us in London annually 
an amount equal to a certain per- 
centage of your annual revenue 
from all sources, but not less than 
a specific amount, say $100,000,- 
000, we will agree to do the fol- 
lowing things: 


putting 


(1) Apply your payments upon the 
principal of your debt. 

(2) Use the entire sum so received 
in the purchase of securities in 
British enterprises, not to exceed 
a limited percentage in any par- 
ticular enterprise. We will not 
purchase your government bonds. 


(3) Organize an American holding 
corporation for the purpose of 
holding securities so purchased 
and issue and sell the stock of 
such holding corporation to the 
public. 


(4) Cancel all past and future inter- 
est charges on your debt.” 


By this process the British 


By GEORGE G. ALLEN 


Government would be relieved of 
the necessity of sending any large 
sums of money out of the country 
in payment of her debt to us. We 
would, eventually, get back the 
principal of the debt but without 
interest. This loss of interest, 
however, would be compensated 
for in a measure commensurate 
with the prosperity of the British 
enterprises in which the Ameri- 
can corporation had invested the 
proceeds of the payments from 
the British Government. 

We might even go so far as to 
say that we would be willing to 
invest a percentage of these re- 
ceipts in new developments of a 
public nature where 90 per cent 
of the capital for such new devel- 
opments were raised in England. 

England could work out a simi- 
lar scheme with France; France 
with Italy and so on. 


Prices On Exportable Crops 


Never forget this. American 
price of every crop we export is not 
fixed here by American conditions. 
It is fixed by world conditions. 
Why? We must sell our surplus 
abroad in world competition, at a 
price fixed by world supply and de- 
mand, and regulated by world con- 
ditions. Since it is economic law 
that the price of the surplus is the 
price of the crop, world price fixes 


Business Changes 


J. Perry Reynolds for two years Dep- 
uty State Bank Commissioner for the 
State of Colorado has been elected as- 
sistant cashier of the Mercantile Bank 
and Trust Company of Boulder, Colo- 
rado, succeeding Gordon C, Kerr; W. L. 
Armstrong is president and R. W. Jos- 
lyn, formerly Deputy State Bank Com- 
missioner, is cashier of this bank. 


Mr. C. G. Cockburn has been elected 
cashier of the Rucker Bank, Lake Ste- 
vens, Wash. 


The First National Company, affiliated 
with the First National Bank in St. 
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tions. entitled to reparation: 
under the Versailles Treaty 
should say to her: “You mak 


In the case of Germany, the na | 
payments in gold for 25 per | 


of your indebtedness, the remain 
ing 75 per cent. shall be paid tc 
us in the manner Hereinabom| 
set forth, to be reinvested in Ger) 
man enterprises.” 

If such a scheme as herein out, 
lined should be adopted, I woulc 
suggest that the members of the 
Federal Reserve Board shoulc 
have sole discretion in the pur 
chase, be the custodians of the 
securities purchased in the vari 
ous foreign countries and that the 
members of said Board be the 
officers and directors of the Amer: 
ican holding company. This ste 
would reduce the political contro. 
of the holding company to a mint 
mum. 


, 
1 


domestic price. A tariff of $10 pei 
bushel on wheat would not make 
one cent’s difference. Chicago pric! 
is now, and always has been, Liver! 
pool price less cost of transporta:| } 
tion. The farmer buys in a tarifi 
protected market regulated by 
American conditions; he sells in ¢ 
free trade market which is regu: 
lated by world conditions —GEoRGE 
N. PEEK. 


. 
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Louis, announces that H. H. Kelso has) 
joined the staff of its Mortgage Loar 
Department. Mr. Kelso has been asso: 
ciated for many years with architect: 
and contractors, in St. Louis and the 
Middle West, in the supervision of large 
construction enterprises, and has gainec 
an intimate knowledge of the practica 
problems entering into the erection 0! 
new buildings. He will approve al 
plans and specifications and supervise 
the construction of all new buildings 
which the company finances and wil 
join in the appraisal of old buildings 
Mr. Kelso’s services will also be avail- 
able in an advisory capacity, without 
charge, to all owners, architects and cop. 
tractors desiring assistance in the plan- 
ning and financing of new building 5) 
terprises, 
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_ English and American Banking in Contrast 


By W. F. CRICK 
University of London 


Never Any Serious Demand in Great Britain for Supervision of 
Financial Institutions by Public Authority. English Public Is Ap- 


athetic As to Examination and Publicity. 
Would Never Submit to An Invasion. 


N the course of a recent ar- 
‘ticle, the editor 


azine wrote as follows: 


such inhibition * * * Is the ex- 
explanation of this singular fact 
merely a difference of tempera- 
“ment, or is it attributable to the 
difference between 
English and Amer- 
ican business con- 
ditions ?” 

Narrowing the 
problem down to 
the area of finance, 
the conclusion is 
unavoidable that 
this very clear-cut 
distinction between 
the personnel of 
American and Brit- 
ish banking is for- 
_tuitous, rather than 
' temperamental; the 
result of legal cir- 
cumstance, rather 
than economic en- 
_ vironment. 
When the “Peel 
Act,” of 1844, re- 
chartering the 
Bank of England, 
was enacted, its op- 
_€ration, in conjunc- 
tion with the Act 
of 1833, tended to 
centralize the func- 
tion of note issue 
inthe Bank of Eng- 
land. Joint stock 
banks were early 
prohibited from is- 
suing notes and the 
London private 
banks have been 
| driven off the field 


ee 


of a_ well- 
known British business mag- 
“British 
business men are, on the whole, 
loath to discuss their business pol- 
icies, except in general terms; 
they are perhaps afraid of giving 
something away to a possible riv- 
-al.. American business men feel no 


of activity by the competition of the 
Bank. An act of 1826, however, had 


“permitted joint stock banks having 


no office within 65 miles of London 
to issue notes, but that of 1833 
largely counteracted this, by ex- 
pressly legalizing the establishment 
of joint stock banks in London, pro- 
vided they did not issue notes. 
The result was that any country 
bank amalgamating with a bank 
having an office within a 65-mile 
radius of London, or .opening a 
branch in that area, by that very 


Supervision 


Demand for 
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No Serious 


‘*Lombard Street ”’ 
Limited Note Circulation 


act relinquished its powers of issue. 

The Act of 1844 reinforced the 
earlier law, by prohibiting any 
issues by banks not then issuing 
their own notes, while if any issu- 
ing bank for any reason ceased to 
issue it could not resume the prac- 
tice. Furthermore, banks already 
issuing were not permitted to in- 
crease their issues above their 
then amounts. 

With the progress of amalga- 
mation which has been a characteris- 
tic of British banking history for 
Many years past, 
the private note is- 
sues soon began to 
peter out, and by 
the end of the cen- 
tury were quite un- 
important. The 
last private issue 
lapsed in the usual 
way in 1921. 


Contrast this 
with the situation in 
America. It was 


not until 1865 that 
the suppression of 
the State bank is- 
sues was definitely 
aimed at. The na- 
tional banks,  de- 
spite the Reserve 
Banks, hold to their 
privilege, and issue 
as large a quantity 
of currency as be- 
fore the Reserve 
Act went into oper- 
ation. In. other 
words, all through 
American banking 
history, the provi- 
sion of currency 
has been a _para- 
mount function of 
the individual 
banks of the coun- 
try, recognized both 
by custom and bv 
law. 
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Contact of the Note 


There is no closer contact be- 
tween the general public and the 
banks than that provided by note 
issues. "The numerous local sus- 
pensions and nation-wide panics 
.on the record of American, as 
well as of all other, banking 
mechanisms, particularly in its 
earlier stages, (only since 1913 
can the American system be said 
to have reached maturity), 1m- 
press upon the people the concep- 
tion that banking, or, what means 
the same thing in their limited 
view, note-issuing, is an operation 
so nearly touching their interests 
that its performance by private 
agencies should at least be sub- 
ject to some sort of public super- 
vision. 

Out of this close community of 
interest grew the systems of bank 
examination which now operate 
in every state and under the au- 
thority of the Federal Govern- 
ment. In England, on the con- 
trary, the bank came to be a sanc- 
tum, into which—like the local 
conservative club—only members 
of the highest strata of society 
were permitted to enter. The 
minimum denomination of the 
notes of any bank had been fixed 
ever since 1826 at £5. Conse- 
quently, the ordinary wage-earner 
never handled a bank note, except 
it be as agent for a wealthy prin- 
cipal. 


Not Close to the People 


Banks, then, were never looked 
upon as touching closely upon 
the interests of the great majority 
of the people. The consequence 
was that there was never any 
serious demand for supervision of 
the operations of banks by a pub- 
lic authority. An incidental con- 
sequence was that the people 
were so unsophisticated in bank- 
ing matters that it was easy to 
impose upon them with fabulous 
get-rich-quick schemes. The re- 
cent past is not devoid of imposi- 
tions of this sort, which rival the 
exploits of Ponzi. 

On the side of the English pub- 
lic, then, there is apathy towards 
the question of bank examination 
or publicity. On the side of the 
profession there is, needless to 
say, when aroused, the bitterest 
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opposition. One reads indignant 
statements, that “Lombard 
Street” would never submit to 
such invasion of its rights as Gov- 
ernmental inspection would in- 
volve; that “Throgmorton Street” 
would be outraged at proposals 
for such drastic curtailment of 
individual initiative as is con- 
tained in such Stock Exchange 
regulations as are in force in New 
York. It is next to a personal 
affront to mention examination 
to a British banker. 


Legal Requirements 


What, then, are the outstand- 
ing legal requirements on the 
topic? In the first place, by the 
Act of 1844, the Bank of England 
must publish a weekly statement, 
the form of which is too well- 
known to need description. If 
Mr. Roger W. Babson, had form- 
ulated an elaborate statement, to 
present by devious methods, a 
weekly report of the number of 
fingers on his right hand, he could 
have found an excellent model in 
the Bank of England weekly 
statement. Its “ratio” of cash to 
liabilities is about the only thing 
he might not have found of use. 

Beside these, the Companies 
(Consolidation) Act, 1908, pre- 
scribed that all companies incor- 
porated thereunder must publish 
a yearly statement of assets and 
liabilities. A banking company, 
however, must publish two such 
statements, at half-yearly inter- 
vals. These may be put down as 
practically useless, except as in- 
dicating the direction of change 
from time to time. As showing 
the present condition of the bank, 
they are, like most company bal- 
ance sheets, despite the benedic- 
tion of respectable firms of ac- 
countants, merely the product of 
compliance with the law. In 
general company law it is, of 
course, impossible to lay down a 
form of return that would be 
equally illuminative to whatever 
industry it was applied. But it 
is surely desirable to impose up- 
on institutions, such as banks, 
having incalulably wide influ- 
ences and ramifications, a form of 
statement that, standing alone, 
might give a clear picture of the 
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bank’s condition of solvency and 
liquidity. 


Monthly Publication 


The banks do, of course, volun-} 
tarily publish a monthly return,| 
consisting of the average of the} 
weekly returns taken during the| 
month. ‘These, however, suffer} 
from non-standardization, so that) 
when combined, they lose much 
of their value. The reports of the} 
nine London clearing banks, for 
example, as published, in part, in 
the Federal Reserve Bulletin, con- 
tain as one item “Cash in hand! 
and at the Bank of England.”| 
The “Current, deposit and other 
accounts” are combined, and, in- 
asmuch as practice differs among 
the banks in this particular re- 
spect, the item “investments” in-| 
cludes a considerable amount of 
Treasury Bills, discounted by the) 
banks, ; 


Easy to Discontinue 


This is one disadvantage of the| 
figures as they stand. Another 
is that they are too easy to dis- 
continue. ‘They were discontin-| 
ued during the war, apparently| 
for no other reason than that 
the public must learn not to ask) 
too many questions. They might 
quite well be discontinued at any 
moment, when the banks chose to) 
cast around for an excuse fot} 
doing so. It is true that except 
in a serious emergency their dis-| 
continuance might create distrust 
But it is equally conceivable that 
the distrust so aroused might) 
cause the banks less trouble than) 
might the results of the publica-| 
tion of the returns. | 

In other words, in England the’ 
banks have been allowed suck 
complete freedom of action that) 
any proposed innovation meets! 
with the most determined oppo- 
sition. It is true that England’s) 
freedom from serious panics and 
losses, except at very rare inter- 
vals, gives proof of the consid: 
eration paid by bankers, particu: 
larly by the directors of the Bank 
of England, to the public inter- 
est. But, none the less, with divi: 
dends uppermost, the situation 1 
fraught with danger, unless the 
public be protected, as in the 
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AMERICAN-GERMAN WAR CLAIMS COMMISSION 


‘First Meeting at the State Department at Washington. Left to right, Dr. Wilhelm Kiesselbach, Special German Envoy; Justice R. Day, 
Umpire of the Commission and Judge Alton B, Parker, American Commissioner. 


United States, by powers of ex- 
amination and publicity vested in 
the agencies of government. 
Only then can the public know 
what it is entitled to know, and 
only then can it feel itself ade- 
quately safeguarded against ac- 
tual fraud, or against the conse- 
quences of misguided profit-seek- 
ing. 
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As for the banks, straight-for- 
ward publicity is the best pos- 
sible method of insuring a con- 
stant flow of fresh air into the 
financial atmosphere. All the 
while a policy of the utmost se- 
crecy is pursued, the onus lies on 
the banks of disproving any wild 
allegations of fraud or misman- 
agement that may be made. With 


As a Bank Would See 


By BENJAMIN M. ANDERSON, Jr. 
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complete frankness, however, dis- 
interested examination by public 
officials, and widespread dissem- 
ination of the results of such in- 
spection, it is for the one who 
levels the allegations to prove his 
contention. The bank stands 
upon its record, as written by dis- 
interested parties. A sound bank 
needs no firmer foundation. 


It 


Economist of the Chase National Bank, New York 


If a bank were in the position of 
the United States Government, of 
having made a bad loan, or a loan 
it could not collect in full at ma- 
turity, it would consider such com- 
promise proposals as extension of 
time, reduction of interest rate, and 
Waiving of interest for a period. 
The bank would, moreover, inquire 
into the details of the debtor’s po- 
Sition. It would wish to know what 
assets and receivables the debtor 
had; it would take account of the 
goodness or badness of the debts 
due its debtors; it would inquire 
into the expenditures and revenues 
of its debtor, and would wish to 
know how far revenues could be 
increased and expenditures reduced. 
The bank would be concerned if 
dividends were being paid by its 
debtor, if unnecessarily high sal- 
aries were being paid, or if unprofit- 


able departments were being main- 
tained. The bank would be especi- 
ally concerned if the debtor were 
undertaking new borrowing for pur- 
poses of expansion or plant exten- 
sion. In working out compromise 
adjustments of the debt, the bank 
would expect to have these other 
matters adjusted also, and would 
expect the solution reached to in- 
sure the future solvency of the 
debtor. There would be no point 
to the bank’s making any compro- 
mise of its debt unless there were 
such a general readjustment as to 
make sure that the reduced amount 
of the debt would ultimately be 
paid. If, on the other hand, by 
abandoning part of its claims, the 
bank could make sure of collecting 
the rest, it might well find it 
definitely good business policy to do 
sO. 


I believe that we can go further 
by viewing this problem as a bank- 
ing problem that we can by viewing 
it either as a matter of sentiment or 
as a pawn in the game of domestic 
politics. I see no reason for ques- 
tioning the righteousness of these 
debts. 


Prize for Bank Building 


The United States Mortgage & Trust 
Company was awarded first prize by 
The Fifth Avenue Association of New 
York for the best building erected in 
the Fifth Avenue section in 1922. The 
prize, a gold medal, was given in rec- 
ognition of the Company’s recently com- 
pleted bank building at Madison Avenue 
and 74th Street, formal presentation be- 
ing made at the Association’s Annual 
Dinner, November 14, at the Hotel 
Waldorf by Will H. Hays, toastmaster, 
to vice-president Henry L. Servoss, rep- 
resenting the Trust Company. 


Financing the Greatest Corporation 


By J. H. CASE 
Federal Reserve Bank of New York 


Vast Operations Conducted Without Disturbing Outstanding Se- 


curities, the Money Market or Credit Conditions. 
The Government Debt. 
Short Dated Securities. 


Recent Issues. 


ANY thousands of individ- 
M ual investors recently have 

given a convincing demon- 
stration of their confidence in the 
financial program of our Govern- 
ment by subscribing $1,400,000,000 
in cash for an offering of $500,- 
000,000 or thereabouts of 4% per 
cent 25-30 year bonds and by fur- 
ther tendering some $250,000,000 of 
short dated Government paper in 
exchange therefor. 

This heavy over-subscription has 
been obtained without anything in 
the nature of an active bond cam- 
paign or of intensive advertising 
other than the publicity given the 
Treasury notice that the bonds 
were for sale accompanied by a 
statement of the purpose for which 
they were issued. Private issues of 
one quarter this size or less have re- 
quired the most energetic efforts of 
nation wide syndicates to effect their 
distribution, and many foreign 
governments are finding it ex- 
tremely difficult to obtain much 
smaller loans, regardless of the 
terms which they are willing to 
offer. The key to our Govern- 
ment’s ability to command such vast 
sums at moderate rates lies in the 
excellency of its credit. I think it 
may justly be said that a United 
States Government bond is the 
premier security of the world! 

The credit of a nation reflects 
the integrity and thrift of its peo- 
ple, the resources at its command, 
and its ability to marshall these 
resources effectively. In this re- 
spect a government is like a great 
business corporation, the obliga- 
tions of which are rated according 
to the reputation of its manage- 
ment, its wealth in plant and other 
properties, and the soundness of its 
commercial and financial policies. 
While the difficulties that we as a 
nation have had to meet. in recent 
years have admittedly been less 
severe than the troubles with which 
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Chart No. 1 


many other peoples have had to 
struggle, nevertheless they have 
been gigantic and we may take 
great satisfaction in the general 
soundness of the plan of financing 
by which the Government’s credit 
has been maintained at a high level 
through an exceptionally trying 
period. 

The increase in the functions of 
Government and the tremendous 
financial undertakings which result 
from modern warfare make the 
question of financing methods 
of vital importance. A _ private 
corporation may suffer from its 
own bad management, but un- 
less it is one of very large’ ram- 
ifications the consequences of its 
errors and failure are not likely to 
be largely felt beyond a limited 
radius of its business associates. 
A government, however, which 
mismanages its fiscal system may 
shake business to its very founda- 
tions. This is particularly true in 
times such as during the war when 
the sums involved were beyond 
anything hitherto conceived as pos- 
sible. 
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A Survey of 


Changes in Type of 
The Premier Security ,of the; World 


The Problem of War Finance 


Chart “No. 1” shows, the sex 
penses of the United States Gov- 
ernment each fiscal year from 1860 
to’ 1922; (62, years: ine Ole ae 
year on which the heaviest cost 
of our war effort fell, the total 
ran to the stupendous sum of 
nearly $19,000,000,000 beside which 
the totals for Civil War and Span- 
ish War years are dwarfed into 
relative insignificance. For the 
five years from 1917 to 1922 the 
total expenditures reached $49,000,- 
000,000, or more than double the 
total expenditures for the entire 
preceding period from 1860 to 
1916. Figures for other coun- 
tries actively engaged in the war 
would show equally astounding 
comparisons. For instance it has 
been calculated that the United 
Kingdom’s war expenditures dur- 
ing the six fiscal years ended 
March 31, 1920, amounting to over 
£11,000,000,000, a sum larger than | 
the total expenditures for the two. 
and a quarter centuries preceding 
1914. 

If sums so great as these are 
badly handled the possibilities for 
mischief are enormous. The ex- | 
amples of seriously disturbed Be | 
nomic conditions that provail in 
many parts of Europe bear elo- 
quent testimony to the flagrant 
evils that are likely to result when | 
the public finances are mismanaged. | 

The first rule of good financing 
in running a home, a business, or 
a government is a balanced budget. | 
To be sound, a government quite} 
as much as a private corporation, | 
must pay current expenses out of 
current incomes. During war per- 
iods the pressure of national neces- 
sity often requires the temporary) 
abandonment of this principle, but 
on the return of peace it should be: 
the first task of the public officials 
to reestablish a balance of income 


December, 1922 


and outgo. 
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In our own case after 
the recent war this point was at- 
tained on August 31, 1919, when 
the gross war debt reached its 
highest level at $26,596,000,000. 


The Government Debt 


Our problem in dealing with 
this enormous debt was two-fold. 
(Chart No. 2.) First, we had to 
establish a means for its gradual 
reduction and extinction by strictly 
keeping expenditures below income 
and maintaining a surplus of re- 
venue, and, second, we had to pro- 
vide by refunding for a large 
amount of the debt which would 
mature too soon to be taken care 
of by the slower process of accu- 


mulating revenue. 


Towards the solution of the first 
problem,—gradual total debt re- 
tirement,—we took a first import- 
ant step when we made it com- 
pulsory to include in the budget a 
sinking fund charge upon ordinary 
receipts for the purpose of retire- 
ing a certain portion of the debt 
each year. This charge was set at 


2% per cent annually of total Lib- 


erty and Victory issues outstand- 
ing July 1, 1920, less the foreign 
debts to us on that date, to which 
was to be added interest saved on 


“any issues retired by the sinking 


fund during the year or in prev- 
ious years. At present, this rate 
of retirement works out to about 
$250,000,000 a year. Through the 
operation of this sinking fund, plus 
money derived from reducing the 
Treasury’s working balance and 
from sale of surplus war property 
and liquidation of other war assets, 
we have succeeded in accomplish- 
ing, as shown on the chart, a steady 


reduction of debt amounting to 


about $3,800,000,000 from the high 
point, or at the rate of about $1,- 
200,000,000 a year. This is a good 
beginning, and it is imperative that 
the good work should go on. It 
it with real concern, therefore, that 
we may view estimates that the 
Treasury faces a deficit of around 
$670,000,000 for the current fiscal 
year, but governments like other 
enterprises are subject to the ef- 
fects of economic changes and with 
the somewhat reduced commercial 
activities of recent months, (busi- 
ness already seriously burdened 
with taxation) could not sustain 
additional impositions without un- 
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Chart No. 2 


fortunate results. Yet unless Gov- 
ernment expenditures are kept 
within the limits of receipts there 
could be no alternative except to 
again resort to borrowing, which 
would be a most regrettable step 
backwards in the direction of re- 
inflation and other evils that ac- 
company debt expansion. It would 
be a sorry sight indeed to see this 
country with all its wealth and nat- 
ural advantages, take place beside 
the other countries which cannot 
balance their budgets. There is no 
other satisfactory way for the Gov- 
ernment to meet this situation than 
to stand guard over its expendi- 
tures and keep them within income. 
This will require all the more care- 
ful economy from now on because 
some of the sources which have 
supplemented revenue in the past, 
such as the Treasury general fund 
and surplus property sales, can be 
little further drawn upon. 

The second problem in dealing 
with the debt,—that of refunding 
the early maturities,—is also press- 
ing. As shown by the dotted line 
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Chart No. 3 
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of this chart, our short dated obli- 
gations at their peak in 1919 aggre- 
gated close to $9,000,000,000, all 
maturing within a period of five 
years. Happily, however, the Trea- 


-sury already has made considerable 


progress in redistributing these ma- 
turities over a later period, and it 
is as the latest step in this program 
that the new issue of about $750,- 
000,000 long term bonds has just 
been sold. These new bonds in- 
volve no call whatever for addi- 
tional capital, but were issued sole- 
ly, for the purpose of projecting 
into the future, maturities which 
come due too soon, to be met out 
of current revenue. 

For purposes of simplicity we 
may divide our scheme of debt 
financing, as it has gone thus far, 
into four stages which are illus- 
trated by Chart No. 3. The first 
stage was during the war period. 
It was then the Government’s pol- 
icy to supplement revenues by fre- 
quent issues of short term certifi- 
cates of indebtedness, which were 
partly taken up at successive inter- 
vals and refunded by means of the 
long term Liberty loans. This pro- 
cess is indicated by the irregular 
growth in the volume of certificates 
outstanding shown on the chart. 
By these operations the Treasury 
succeeded in refunding approxi- 
mately $17,000,000,000 into long 
term debt. 


After the war, in 1919, money 
conditions became less favorable 
for the flotation of further long 
term issues at desirable rates, and 
with a view to tiding the Govern- 
ment over until conditions should 
again favor a long term refunding 
issue, the refunding took the form 
of a short term note issue which we 
may consider as representing the 
second stage. Approximately $4,- 
500,000,000 Victory notes. were 
sold in two series, bearing 334 and 
434 per cent. coupons and maturing 
May 20, 1923, but redeemable at 
the option of the Secretary of the 
Treasury in whole or in part on 
June 15, 1922, and again on Decem- 
ber 15;,1922; 


During 1920 and the early part 
of 1921 there were no further re- 
funding operations, though as you 
may see by the chart there was 
some net debt reduction effected 
through revenue. By May of 1921 
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the Treasury faced the necessity of 
making provision for maturities 
within the following two years 
amounting to $7,500,000,000, in- 
cluding Victory notes, certificates 
of indebtedness, and savings is- 
sues. Money conditions still did 
not favor a long term bond issue, 
so the Treasury as its third major 
step in the financial program re- 
sorted to a series of three and four- 
year Treasury notes. By the sale 
of six issues, extending over a 
period from June 15, 1921 to Au- 
gust 1, 1922, approximately $2,750,- 
000,000 of pressing obligations ma- 
turing by the middle of 1923 were 
redistributed through 1924-1926. 
As the result of these operations, 
plus retirements, the Treasury by 
September 30 this year had pro- 
vided for $4,000,000,000 of the $7,- 
500,000,000 early maturities that it 
faced in June 1921. This left $3,- 
500,000,000’ still to be provided for 
before the close of this fiscal year, 


The Limit On Federal Farm Loans 


Secretary of the Treasury Mellon 
recently received a committee from 
-the National Board of Farm Or- 
ganizations and listened to recom- 
mendations concerning the adminis- 
tration and preservation of the Fed- 
eral Farm Loan System. ‘The com- 
mittee urged that the maximum 
loans to cooperative borrowers be 
increased from $10,000 to $25,000. 

The early sale of Federal Farm 
Loan Bonds now held by the 
United States Treasury was also 
urged. 

“Under a legislative amendment 
in 1918 when Secretary McAdoo 
was authorized to purchase large 
holding of Farm Loan bonds in 
order that their sale might not con- 
flict with the sale of Liberty bonds” 
said the committee, “the right of the 
stockholders to voice in Land Bank 
management was temporarily with- 
held;—the situation now being that 
so long as the Treasury holds any of 
this particular issue of bonds, the 
borrowers will have no right to 
elect their Land Bank directors as 
is otherwise provided by law. 

“When the National Board of 
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including $870,000,000 Victories 
called for redemption December 15 
and $930,000,000 due to mature 
May 20 next year. To partially 
meet these requirements the Trea- 
sury has availed itself of a favor- 
able bond market to offer a new 
long term refunding loan, the tre- 
mendous over-subscription of which 
we have just witnessed. This con- 
stitutes the fourth and most recent 
stage in the financing, and brings 
us up to date in the program. 
The successful sale of this new 
issue, realizing. about $750,000,000 
in accepted cash subscriptions (and 
exchanges of Victories and Trea- 
sury certificates) reduces to still 
more manageable amounts the short 
dated debt maturities that remain 
to be provided for. 

These vast operations have been 
performed with a wisdom that has 
protected us from any disturbances 
to outstanding securities, to the 
money market or credit conditions 


Farm Organizations came _ into 
being in 1917,” continued the com- 
mittee “just as we were getting into 
the war in a real way, few suspected 
that the amendment to the Act, pro- 
viding that as long as the govern- 
ment holds any of these bonds the 
government is to control the ap- 
pointment of the personnel of the 
Federal Land Bank directors, 
would be in effect so long. It is 
entirely likely that had the farm 
leaders of the country known what 
would be the result of this amend- 
ment, they would have opposed it 
bitterly. 

“It also appears that the Secre- 
tary of the Treasury has the power 
to end this anomalous situation by 
ordering all bonds held by the 
Government to be sold on the mar- 
ket. Such an order, we under- 
stand, will automatically make it 
possible for the borrowing stock- 
holders to assume the responsibility 
so long denied them.” 

The delegation also expressed its 
belief that the farmers of the coun- 
try were entitled to the appointment 
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in general. Step by step with tt/ 
decline in open market money rati 
the Treasury on its successive i. 
sues has effected rate reductior 
which have reduced the charges o| 
certificates from a high point « 
6 per cent. to as low as 3% pil 
cent. and on Treasury notes fro 
534 per cent. to 41%4 per cent. Yi 
so accurately have the terms cot 
formed to market requiremeni) 
that each successive issue has bee| 
heavily oversubscribed. ‘This is © 
demonstration of government f| 
nancing as it should be done. Ur} 
doubtedly this general recognitio 
of, and confidence in, the soundnes 
of our Treasury’s program, (a) 
well as improvement in credit cor| 
ditions throughout the country,| 
has been an important factor i| 
the recovery of and in the creatio) 
of and eager demand for any ney| 
security which bears upon its fac 
the stamp of the United State) 
Government. 


of a bona fide farmer representatiy| 
on the Federal Farm Loan Board 


Capital of Suburban Banks | 


There have been established in) 
the suburbs of large cities, nationa 
banks which have regarded them 
selves as suburb community institu) 
tions rather than city banks, anc 
they have in consequence operate 
on small capital though acceptin; 
deposit liabilities out of proportion| 
to the capitalization. It is said tha| 
these deposits in some of these casei! 
come as high as $3,000,000. 

The Comptroller of the Currency 
regards this condition as unfair te 
depositors and in several instance: 
has taken up the matter with the 
banks and pointed out to them the 
inconsistency of their position. Ir 
no case has there been any other 
criticism excepting the criticism of 
the disproportion between deposits 
and capitalization. The Comptrol- 
ler intends to pursue a policy of re- 
quiring these suburban national 
banks to increase their capital to an 
amount which will be in harmony 
with the total deposits. 


Bisse 


sociation 


cause of 


Press Views of Cancellation 


New York Evening Post Points Out an Erroneous Basis of 


Public Opinion. 


The Association Did Not Recommend Cancella- 


tion But Examination Of The Whole Allied Debt Position To Dis- 
cover What Steps Are Advisable to Restore World Prosperity 


N contrast to the mistaken no- 

tion widely manifest in the 

press as to what was said and 
done at the American Bankers As- 
Convention regarding 
Europe’s war debts, a comment in 
the New York Evening Post of 
October 14 commands particular 
attention amid the huge mass of 
editorials on the meeting that ap- 
peared in newspapers and periodi- 
cals throughout the country, be- 
its clear and accurate 
statement of what actually hap- 
pened. 


“A series of misconceptions has sprung 


‘up regarding Europe’s debts to America 


and America’s policy towards European 
reconstruction,” said the Post. “At the 


recent Bankers’ Convention many of the: 


principal speakers emphasized the impor- 
tance of a return to prosperity in Europe 
and the necessity for a constructive 
American policy looking to that end. 
As a result, some persons seem to have 
jumped to the conclusion that the bank- 
ers recommended cancellation of the 
Allied debts forthwith. As a matter of 
fact, the bankers did nothing of the kind. 


_ What they did reiterate was that both 


self-interest and justice require America 
to join in an examination of the whole 
reparations and debt position, with the 
object of discovering just what conces- 
sions may or may not be necessary to 
obtain a revival of international trade 
and a restoration of world prosperity.” 


Based on Error 


Typical of editorial criticism, ap- 
parently based on the erroneous as- 


sumption the Post dispels, are the 


following : 


“Offhand it sounds strange to hear 
bankers urging the cancellation of debts,” 
said the Post of Cincinnati, Ohio, in 
part. “A banker who cancels a debt of 
his own doesn’t last long in his profes- 
sion. But this fact has not deterred 
speakers at the American Bankers As- 
sociation Convention from advising that 
the European war debts to the American 
government be wiped off. You see, it is 
a debt to the people, not a debt to the 
banks, that they want cancelled.” 


Said the Times, Frankfort, Indi- 


ana, under the caption “Nix,” 


‘ 
2 


“Bankers, 10,000 of them, at their con- 
vention in New York heard pleas for 


cancellation of debts owed to us by 
Europe. Many were swept off their 
feet by the oratory. They join the ‘for- 
give’ brigade. 

“Those debts represent money eaiced 
by selling Liberty bonds. When the 
bonds come due, they must be redeemed 
—either by the European borrowers or 
American taxpayers. 

“Very easy, to give away other peo- 
ple’s money. There was no talk at the 
bankers’ convention about banks fur- 
nishing the funds to cancel Europe’s in- 
debtedness to us, or of forgiving the 
private debts owed to some banks by 
Europe.” 


However, there were many hun- 
dreds of editorial comments based 
squarely on the actual official action 
of the convention, with a thoughtful 
discussion of it, as instanced by the 
following from the News of Wa- 
pakoneta, Ohio, entitled “Foreign 
Cooperation.” 


“We believe’, declared the American 
Bankers Association in convention at 
New York, ‘that the time has come for 
the government of our country to form- 
ulate the principles on which it will be 
able to cooperate with other nations 
to bring about the needed rehabilitation 
of European countries and peace in the 
world. 

“It is no small thing to have this de- 
liberate statement from such a body of 
men. It is given as the almost unani- 
mous opinion of American Bankers. 
And bankers are usually regarded as 
speaking, more fully than any other 
class of business men can do, for the 
nation’s business interests. 

“There are many intimations that this 
sentiment represents the dominant senti- 
ment of the American public today. 
There is recognition on all sides of the 


relation that foreign conditions bear to ° 


our Own prosperity and future welfare 
and a growing disposition to play as 
large a part as can properly be played 
in international affairs. 

“This purpose is primarily practical, 
intended for the protection of American 
interests. But it is also idealistic be- 
cause America can not participate in 
international councils without using her 
influence for measures beneficial to the 
rest of the world.” 


Widest Discussion 


The three individual addresses 
that called forth the widest discus- 


sion from the editorial writers were 
those of Thomas B. McAdams, 
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Thomas W. Lamont and Reginald 
McKenna. The News of Dayton, 
Ohio, said: 


“Thousands of bankers, in attendance 
upon the general session of the annual 
convention of the American Bankers 
Association in New York, have been 
hearing some plain talk. On the opening 
day, Thomas B. McAdams, President of 
the Association, summed up existing con- 
ditions in the world, four years after 
the armistice was signed, ‘whilé we 
(America) stand idly by neither offering 
assistance nor making a suggestion.’ 
Even as the European nations are obliged 
to cast aside the suspicions and jealousies 
which retard permanent peace, so must 
the United States, whose citizenship in 
recent years has been keyed up to think- 
ing in terms of political propaganda 
against cooperation with foreign coun- 
tries, lay aside these prejudicial senti- 
ments and pull back the smoke screen 
which designing politicians have for so 
long a time used in hiding the actual re- 
quirements from the intelligence of the 
American people.’ 

“Said Mr. McAdams, pursuing the sub- 
ject further before the bankers: ‘Has 
not the time arrived for the United 
States to cast aside her policy of aloof- 
ness and throw herself wholeheartedly 
into the situation, that a cure for social 
disorder and_ financial demoralization 
may be speedily devised? We may pic- 
ture for ourselves all the prosperity 
which is in our grasp today, so far as our 
international situation is concerned, but 
we must realize there can be no per- 
manence in it unless a sound foundation 
can be laid upon which the structure of 
future international commercial relations 
may be safely built.’ 


Bankers Know It 


“This is a plain and unanswerable 
statement of facts, and the bankers of 
the United States know it to be true. 
Some of us have been deluding ourselves 
into believing that isolation is a state 
into which we may or may not enter, as 
we choose—and that our national devel- 
opment and prosperity will not be affect- 
ed, whatever our decision. How utterly 
false is such a position only those know 
who are abreast of the time, and who 
have made a study of the situation re- 
sulting from American isolation up to 
the present time.” 


The New York World, under the 


heading “Banker Statesmanship” 
said: 
“The Bankers’ Convention opened 


yesterday with two addresses that are a 
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credit to the imagination and the states- 
manship of the financial community. 
Both Thomas B. McAdams as President 
of the Association and Thomas W. La- 
mont as chairman of the local reception 
committee offered an intellectual and 
moral leadership based on a capacity to 
deal with realities that is in the highest 
degree reassuring. 

“Both of them declared unhesitatingly 
for a _ policy of ° cooperation with 
Europe. Both of them declared that the 
world’s economic problem was bound up 
with a settlement of reparations and the 
interallied debts. Both of them made 
it clear that America must prepare it- 
self to face the question of cancelling, 
curtailing, or readjusting the debts. 
Neither of them left any doubt that the 
present rigid funding act is an unwork- 
able measure. ; 

“I do not believe,’ said Mr. Mc- 
Adams, ‘that the spirit of the American 
people is properly reflected in a policy 
of isolation . . I do not believe 
there is anything in the history or ideals 
of our people which can justify our fail- 
ure to help in a situation where our 
counsel and assistance are so essential 
to the restoration of world order.’ 
Those are measured words. They were 
temperately said. But they were spoken 
by the President of the American Bank- 
ers Association at a meeting of the 
financial leaders of the whole nation. 
They are immensely significant words. 
And when you think that, word for 
word, those sentences might have been 
spoken by the president of the American 
Federation of Labor or by the president 
of any large farmers’ organization or by 
the leader of any denomination of 
churches, their true weight can be re- 
alized. 

“I again put the question to you,’ 
said Mr. Lamont, ‘whether you and I 
and our fellow-citizens generally are do- 
ing our full share to solve the weighty, 
the tragic questions which are weighing 
upon the world.’ It was thus that the 
convention began. ‘The leaders of the 
banking community opened the session 
in no spirit of the booster but with a 
rare combination of humility and of 
courage.” 


Diverging Views 
Antagonism to the above view is 
found in the following from the 
Chicago Tribune, which is rather 
typical of opinion found in a con- 
siderable section of the press :— 


“Mr. Lamont of the house of J. P. 
Morgan, Mr. McAdams, retiring Presi- 
dent of the Bankers’ Association, now 
in convention in New York City, and 
other financiers are concerned over the 
foreign debts to us. Mr. Lamont wants 
the bankers to do some thinking upon 
this subject, and as to that we heartily 
agree. The subject needs the best 
thought we can bring to it, not only 
that of bankers but of the public gen- 
erally. 

“If we gather the drift of New York 
banking opinion we are being led more 
or less tactfully toward cancellation, 
Mr. Lamont, for example, requests his 
fellow bankers to ponder whether it js 
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really true that these sums are owed, 
in view of the fact that about one-half 
of the entire indebtedness was incurred 
between the time Congress declared war 
and the time the American army got into 
the trenches in large numbers. 

“That is an interesting query. Most 
Americans west of the Alleghanies will 
promptly tell Mr. Lamont that the fact 
he alleges has nothing to do with the 
debt. The query to us is interesting as 
showing how we are being invited to 
slip into the assumption that America 
was in duty bound to enter the war in 
1914. Mr. Lamont’s implication is that 
we ought to have had an army of 
European size ready to save England 
and France on call. Since we did not, 
we ought not to count the advances we 
made them while they were fighting for 


Ss. 

“Well, we think the more airing this 
line of thought gets the better. But we 
would explain to Mr. Lamont in advance 
that if he is -for cancellation, as we 
don’t doubt he is, he is not advancing 
his object by intimations that somehow 
we owe an apology and further compen- 
sation to Europe for performing our 
duty. We know that is the conviction 
among some Americans, but they are in 
a minority which is decreasing. 


American Isolation 


“Then there is Mr. John McHugh, 
president of the Mechanics and Metals 
Bank of New York, who, addressing the 
Clearing House Committee, remarks that 
he is ‘not going to criticize American 
isolation,’ but ‘if we are blessed with 
courageous and clear sighted leadership 
we are bound eventually to go beyond 
our isolation barrier as: far as we should 
go, and in any case time is bound to 
widen our vision and adjust our ab- 
sorption in domestic affairs. 

“To talk of America as being ‘isolated’ 
is itself a proof of disingenuousness. 
We invite Mr. McHugh * * * to re- 
call the fact, which they seem to over- 
look, that in the years 1917 and 1918 
American isolation spent the lives of 
75,000 American citizens to save the 
allied nations of western Europe from 
defeat in a war which America had no 
slightest part in bringing about. In ad- 
dition to this blood sacrifice, the United 
States government has loaned more than 
eleven billions of dollars to the allied 
nations at war, and besides that sum we 
have loaned billions of private capital 
on rather dubious credit for reconstruc- 
tion which does not  recoristruct and 
poured out hundreds of millions in char- 
ity for the suffering. 

“If that is isolation, what would par- 
ticipation come to? 

“As for ‘vision,’ it is our judgment 
that the American people have all the 
eyesight required, and it has kept us, in 
spite of interested financiers, sentiment- 
alists and doctrinaires, from becoming 
the ruined victim of the old world poli- 
tics which, ever since the so-called peace, 
has driven Europe deeper into the abyss. 
This is not the vision of the New York 
bankers who have loaned American 
money by the billions to Europe on a fat 
going to keep us from pulling their 
chestnuts out of the fire at our own ex- 
pense.” 
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McKenna’s Speech 


A generally favorable receptioi, 
was accorded the speech of Mr. Mc’ 
Kenna, as typified by the commen 


of the Post-Express of Rochester! 
Nia | 


“Reginald McKenna, former Chancel 
lor of the Exchequer of Great Britain 
now chairman of the London Joint City) 
and Midland Bank,’ in his address be! 
fore the American Bankers Associatior| 
yesterday gave a business turn to thi 
discussion of the debts of foreign na_ 
tions to us. He said that Great Britair 
would pay us what she owed us, dolla! 
for dollar. But he asserted that the na: 
tions on the continent cannot pay either 
Great Britain or us what they owe us 
and that they would require time it, 
which to pay what they can pay. He 


Therefore, if they 
has a chance to 
recover his financial strength and pay in) 
full later, they grant him an extension) 
aS a matter of mere business, without! 
any mixture of sentiment. That we 
should look upon these debts due us by 
Europe in the same light is the opinion 
of many sound financiers in this coun-| 
try. Will attempts to force payment in 
full of the sums owed us bring our’ 
debtors to bankruptcy? If this be the| 
case, then it would appear that we should 
be foolish to force payment. So long, 
then, as we do not need imperatively the | 
money owed us, we can afford to com-| 
promise, either by extension of time or 
by reduction of the debts, rather than by 
an uncompromising attitude lose all or a 
major part of our money.” 


A general survey of the editorial 
discussion as a whole shows a great 
diversity of thought among the edi- 
tors not only in regard to the ad- 
dresses and action of the convention 
but also in regard to the basic ques-_ 
tion itself of the debts of the Allies” 
to the United States. 


William R. Errett, senior trust officer 
of the Peoples Savings & Trust Com- 
pany of Pittsburgh, has resigned that 
position to become treasurer and general 
manager of the Standard Publishing 
Company of Cincinnati. The board of 
directors of the Trust Company have 
made the following appointments effect- 
ive January 1: vice-president in charge 
of Trusts, Moorhead B. Holland; trust 
commission. But it is the vision that is 
officer, George T. Emery, Jr.; trust 
officer, Gwilym A. Price. 


——— 


school on the subject of ‘Credit. 


Teacher and Banker Coordination 


By JOHN H. PUELICHER 


President American Bankers Association 


The Province of the Teacher to Prepare Capabilities for Useful 
Work, and of the Banker to Turn the Results of Useful Work In- 


to Greater Productiveness. 


Major Problems of Many Kinds May 


Be Solved Through the Knowledge and Application of Economics 


teacher in a middle western 
high school, with some hesi- 
tation came to a_banker-lecturer, 
disliking, as she thought, to disturb 
that busy man, with what to her 


' seemed nevertheless, a worth while 


incident. It was Saturday of the 
week in which he had spoken at the 

The teacher related how a boy of 
family, where honesty and right 
living were the rule, had come to 
her, white of face, insisting that it 
was necessary that he confer with 
her at once. A faculty meeting 
made immediate conference impos- 
sible, but the boy was waiting, if 
anything a bit more white and with 
mouth set. He began the conversa- 
tion by asking that he be marked 
zero on a recent examination paper. 
The teacher did not understand, as 
the paper merited a high mark. 
Then the boy burst out, “The 
banker who talked to us this morn- 
ing stated that real success went 
only to men of character and that 
character was developed at school ; 
that the boy who cheated at school 
was cheating himself, because he 
was developing a trait that would 
later on lose him the confidence of 
his fellows, without which success 


- was impossible. 


“I but half prepared my lessons 
and I was, therefore, compelled to 
copy a part of that examination. I 
cheated and deserve and want a 
zero. I shall do my school work 
hereafter and quit cheating myself.” 

The banker had dwelt with much 
€arnestness on Character as one of 
the important constituent elements 


_ of our entire credit structure, and as 
an essential quality of individual 


success. 


“Credit rests on confidence,” he had 
said, ‘and bankers speak of the four C’s 
of credit which beget that confidence, 
as being Character, Capacity, Capital and 
Collateral. 

“While life at school has little to do 
with presently acquiring capital or col- 
lateral, it has everything to do with the 


development of character and capacity. 


A boy who cheats in school, ‘putting it 
over on the teacher’, is in reality cheating 
himself. He is developing what in after 
life loses for him the confidence of men, 
without which a very limited, if any, 
success is possible. 

“Then, too, the element of capacity, so 
important in all of life’s undertakings, 
is either made or marred during the 
school period. The student who but half 
prepares his lessons is acquiring a habit 
that will later get him but one-half of 
what might have been his had he de- 
veloped his capacity to its fullest.” 


Reflected in Banking 


“To the banker, the cumulative 
effect of this effort to eliminate 
waste through standardization 
and the simplifying of current 
commercial practice, means not 
only a steadier stream of deposits 
in his savings department,—but 
more than that, a greater assur- 
ance of the repayment of loans 
and also the entire group of bank- 
ing advantages incident to ‘better 
business’. Business is better safe- 
guarded against economic dis- 
turbances, and the relative risk 
of loss’ lessened. Quickened 
turnover of capital invested in 
goods accelerates collections, and 
the availability of funds for loan 
purposes is more certain.” 


Although the parents and teach- 
ers of this boy had made him fa- 
miliar with truth and honesty, the 
banker’s practical application of its 
possession in later life and his state- 
ment that it either was, or was not, 
being developed during school life 
made a profound impression on this 
boy. ‘To him the banker, a success- 
ful man, was speaking a profound 
truth out of an abundant experi- 
ence. 

And the banker can usually speak 
from an abundant experience. Sit- 
uated as he is at the heart of our 
economic system, he becomes very 
familiar with its workings. He 
knows that only as we work can 
we save and that saving is the fore- 
runner of all business success. He 
sees the practical application in 
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every day life of the knowledge 
‘hat is acquired at school, and which 
it is the teacher’s duty to give to 
his pupils. When pupils leave 
school to go into business they usu- 
ally close their relations with the 
teacher and begin their relations 
with the banker. 

The question naturally arises ; can 
greater efficiency for community 
betterment be developed by joining 
the efforts of teacher and banker? 

Can the work of the teacher and 
of the banker be so coordinated as 
to increase the usefulness of each 
to the community which he serves, 
and to mankind generally? ‘The 
teacher is engaged in collecting and 
distributing information; the bank- 
er, in collecting and_ distributing 
the evidences of wealth. The teach- 
er deals in theory; the banker 
deals in theory applied. The teach- 
er prepares youth for life; the 
banker aids men to live. 

Each in his sphere has estab- 
lished community leadership, be- 
cause each serves large community 
interests. One deals with the eco- 
nomics of life theoretically; the 
other deals with them practically. 

The world’s problems today are 
problems to be solved only by the 
application of tested economic 
truth, and it is here that the fusion 
of the efforts of the teacher and of 
the banker must be made effective. 
The stability of our civilization 
rests on the peace and happiness of 
the many. Peace and happiness are 
the results of work well done and 
reasonably rewarded. It is the 
province of the teacher to prepare 
the capabilities for useful work, 
and of the banker to turn the re- 
sults of useful work into greater 
productiveness. 

There must be a solution of the 
misunderstandings between capital 
and labor; there must be a solution 
of the problems which presently 
confront the farmer; there must be 
a future for the nations which have 
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survived, and for those which have 
grown out of the war. ‘These so- 
lutions should be evolutionary and 
constructive, not revolutionary and 
destructive; and rest, therefore, in 
a large measure, on more equitable 
dealing between man and man. To 
achieve the useful must be within 
the capacity of many; to achieve 
the equitable must be within the 
understanding of the many; and 
the desire to achieve that which is 
useful and that which is equitable 
must be created in the minds and 
hearts of the many. This requires 
a knowledge of economics, the 
province of the teacher, and an ap- 
plication of economics, the province 
of the banker. 


Close To His Work 


The teacher has, in the past, fre- 
quently lived so close to his exacting 
work, that he has been neither un- 
derstood nor appreciated. His im- 
portant task of training youth has 
been too often taken for granted. 
During the war men began to 
realize the important part which 
the teacher plays in our national 
existence. It was found that in 
addition to teaching children read- 
ing, writing and arithmetic, he had 
reached into the home life of the 
community and that there was re- 
flected what had taken place in the 
school room. 

In our many communities com- 
posed almost entirely of foreigners, 
there was little approach to the 
home, other than through the teach- 
er. The support of our govern- 
ment during the war by many of 
these people, yet entirely unfamiliar 
with our institutions, desiring, if 
they knew how, to support them, 
must be attributed to what the child 
learned at school and took to its 
home. 

A more active contact between 
the teacher and the business life of 
the community would be evidenced 
first by a greater appreciation of the 
part which the school man and 
school woman play in the potential 
business and civic prosperity of the 
community. This should result in 
greater material recognition of the 
teacher and draw to the profession 
many who would embrace it be- 
cause of its sphere of usefulness, 
but who choose other vocations be- 
cause they bring greater comforts. 

In the second instance, a fusion 
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of the efforts of the teacher and the 
banker, both community servants in 
a large sense, should bring with it 
the solution of many of the prob- 
lems which now vex men. 

The teacher has in his school the 
sons and daughters of the laborer, 
the farmer, the storekeeper, the 
manufacturer and the professional 
man. The banker likewise serves 
the laborer, the farmer, the store- 
keeper, the manufacturer and the 
professional man. Neither is inter- 
ested in serving one as against the 
others. Both measure their success 
by the average success of all whom 
they serve. Therefore both are in- 
terested in seeing many become 
successful. America is interested in 
seeing many become successful. It 
must bend its efforts constantly to 
augment a hardworking, peaceful, 
happy, middle group, equitably re- 
warded for its labors, so these 
labors may prove neither irksome 
nor their results insufficient for 
family growth and family prosper- 
ity. This necessitates a working to- 
gether of the teacher and the banker 
for the better understanding of the 
theory and by putting into prac- 
tice of those fundamental economic 
laws on which such a condition 
rests. 


Joint Effort Not New 


As practically every one goes to 
school, so practically every one, at 
some time or other, uses the bank. 
Because the school is a public insti- 
tution it is under the direction of a 
board representing the public, and 
because the bank is a quasi-public 
institution it is regularly examined 
in the interest of the public by ex- 
aminers representing the public. 

There is nothing new in the joint 
effort of teacher and_ banker. 
Teachers have appeared on the pro- 
grams of bankers’ conventions, and 
bankers have served on_ school 
boards. Each has learned to more 
thoroughly understand and appreci- 
ate the other and in many instances 
one has materially aided the other. 

In many schools, teachers and 
bankers have been cooperating in 
the endeavor to instill habits of 
thrift in the youth of this thrift- 
less people. During the war, the 
banker was often found in the 
school room helping the teacher in 
developing in the mind of the child 
an understanding of that patriotic 
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endeavor which resulted in the pur- 
chase of millions of dollars of War 
Savings Securities. 

Teachers in Agricultural Colleges | 
have done much, by their addresses | 
at bankers’ conventions, to arouse 
in the banker a greater interest in 
the farmer and his problems, to- 
ward the development of the 
farmer-banker movement. 

At the Convention of the Ameri- | 
can Bankers Association held at 
Los Angeles in the fall of 1921, a 
brilliant educator, president of | 


leading university, in a notable ad- 
dress pointed out the need of 
greater general economic education 
and made plain to the bankers their | 
relation to this need. | 


Closest Co-operation: 


The address came at an opportune 
time, for the Committee on Public 
Education of the American Bank- 
ers Association had in September | 
of that year begun its work of | 
putting into effect a plan which 
purposed to meet, in part at least, 
the need described. 

The plan had been submitted to | 
many educators, most of whom in- 
dorsed and promised it support. 
Among these were many of the 
State Superintendents of Public 
Instruction, Presidents of Colleges, | 
and City Superintendents of 
Schools, as well as principals and 
teachers, of parochial schools. | 

It proposed the closest coopera- | 
tion between the teacher and the 
banker, the banker recognizing that 
the success of the plan rested on the 
teacher’s support of his efforts in a 
field the pedagogical end of which 
was entirely new to him. 

In short, the plan contemplated a 
monthly talk on banking and the 
practical application of elementary 
economics by the banker nearest the 
school, before the upper classes of 
every grammer school, in every 
high school, college and university 
of our whole country. That the 
banker approached this new civic 
duty with diffidence may well be 
believed. Accustomed to the atmos- 
phere of the office and unused to 


speaking before audiences, partic- 


ularly audiences of young people of 
school age, he recognized that time 
only could make him at home in 
this new undertaking. Neverthe- 
less, and because of the great need 
of better economic understanding, 


5 
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he went, in most instances, cheer- 
fully to his task, frequently en- 
couraged and counselled as _ to 
method, by the teacher. 

While much of the substance of 
the talks treated of matter useful 
in the student’s business life, there 
was much that was presently applic- 
able, for example, that portion of 
the talk on Credit which dealt with 
the development of Character and 
Capacity. 

Last year’s work comprised ten 
talks, one for each month of the 

_ school year. These dealt with the 
" bank and its functions. They made 
_ clear what to many seems mystery, 
showing that work creates savings, 
that the bank is a reservoir where 
interest is paid for the use of sav- 
ings and that savings are used to 
make loans to the manufacturing 
and commercial enterprises of the 
community, making possible further 
earning and saving. Our interde- 
_ pendence is easily understood if we 
thoroughly understand the work 
done by the modern bank, and 


| ANK buildings are among the 
| things that give character to a 
town. They act and react upon 
the mentality of the resident as 
_ well as making an appeal to the 
, visitor. 

| Age is one essential to a beauti- 
| ful city but age alone will not pro- 
duce a satisfactory picture. The 
| streets may be generously wide, 
the residences comfortable look- 
ing and well set on roomy lawns, 
the trees may be majestic, the 
mercantile establishments numer- 
ous and busy, the churches may 
impressively point their spires 
-heavenward and the school win- 
dows may stare in scholastic 
Tows at the passer-by, but if 
/ everything else from the factory 
stacks trailing smoke in the far 
‘distance, to busy stores on the 
“main Streets, set a good standard, 
‘the picture of a substantial town 
1s incomplete if the town’s finan- 
Sy strength is not emphasized 


by good bank buildings. 


+ 
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learn to know its part in individual 
and community prosperity. 

The talks of last year have been 
carefully revised, the revision being 
based on last year’s experience. In 
addition to the revised talks there 
has been prepared a book of out- 
lines for the use of the teacher. 

In some communities the teach- 
ers organized groups for discus- 
sing with the banker financial ques- 
tions of present moment. One will 
soon conclude that an intelligent 
discussion of these questions will 
result in profit when one contem- 
plates the financial havoc which the 
printing press has accomplished for 
Russia, where for a single dollar, 
one can purchase several millions 
of rubles,— rubles which formerly 
cost forty-eight cents apiece; when 
one sees that misunderstanding re- 
garding the purposes of the Federal 
Reserve System may again deprive 
this country as in the cases of the 
First and the Second Banks of the 
United States, of a banking system 
which the country’s financial sta- 


A substantial banking house— 
architecturally right—is a con- 
stant and an eloquent appeal to 
both the adult and the youthful 
mind. 

People sometimes criticise pro- 
posals for the erection of muni- 
cipal buildings, new church edi- 
fices and even new school houses, 
but the average town does not 
criticise because bank officials 
propose a new building. 

The public regards these banks 
as community institutions whose 
prosperity is at once suggestive of 
the community’s prosperity and 
whose upbuilding is indicative of 
an additional prosperity for every- 
one in the district. 

Occasionally the statement is 
made that banks do not believe 
strongly enough in advertising but 
a fine banking house is a pretty 
fair form of advertising and the 
number of new structures recently 
built and of others in process of 
construction seem to justify the con- 
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bility and commercial progress ab- 
solutely require. Knowledge of 
the dangers surrounding fiat money 
and of the safety resulting from a 
well regulated Federal Reserve 
System will result in an intelligent 
public opinion supporting the gold 
standard, and asking only the possi- 
ble of our government’s present 
splendid financial system. Discus- 
sions of the more complex ques- 
tions of finance benefited both 
banker and teacher and contributed 
to their greater leadership as mould- 
ers of sound economic thought and 
practice. 

With his offer of cooperation the 
American Banker comes to the 
American Teacher with the hope 
that their joint efforts will make 
for the economic understanding de- 
manded by our present day com- 
plex existence, and will result in an 
equitable distribution of America’s 
wealth, and in peace and plenty for 
America’s people. 


Reprinted from the Journal of the National 
Education Association, 
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clusion that in this form of adver- 
tising at least the average banker 
has abundant faith. 


Administrative Committee 


The Administrative Committee of 
the American Bankers Association 
will meet in Washington, D. C., 
December 11, 12 and 13. Arrange- 
ments have been made for the mem- 
bers to confer with various gov- 
ernment officials on matters of im- 
portance to business and banking. 

In addition to the members of 
the committee, the chairmen of the 
four commissions which carry on 
the economic and other special ac- 
tivities of the Association have been 
invited to attend the meeting. A 
number of association and admini- 
strative matters and the program 
of the various activities for the 
current year will be passed on at the 
meeting. 


Par-Collection By Federal Reserve Banks 


FE, publish below, for the in- 

formation of members of 

the Association, the full text 
of the decision of the United States 
Circuit Court of Appeals for the 
Fifth Circuit, handed down Novem- 
ber 2, 1922, in the case of the Am- 
-erican Bank and Trust Co., et als. 
v. Federal Reserve Bank of Atlanta 
et als., affirming the decree of the 
District Court for the Northern 
District of Georgia, to the effect 
that plaintiffs, a number of state 
banks, non-members of the Federal 
Reserve System, are entitled to a 
writ of injunction against the in- 
clusion of their names on the par 
list without their consent but are 
not entitled to an injunction pre- 
venting the collection of checks by 
presentation to the drawees for pay- 
ment in cash, when such present- 
ment is made in due course, with 
reasonable promptness, without de- 
signed delay or accumulation and 
in a proper manner. 

A brief reference to the history 
of this litigation will lead to a better 
understanding of the decision just 
rendered. 

The suit was originally brought 
in the Superior Court of Fulton 
County, Georgia, and was removed 
to the District Court of the United 
States for the Northern District of 
Georgia. The petition prayed an in- 
junction restraining the Federal Re- 
serve Bank from collecting checks 
“except in the usual and ordinary 
channel of collecting checks through 
correspondent banks or clearing 
houses,” the purpose being to pre- 
vent collection through agents pre- 
senting the checks over the counter 
of the drawee banks, threatened co- 
ercive measures being alleged. ‘The 
District Court dismissed the bill for 
want of equity and its decree was 
affirmed by the Circuit Court of 
Appeals, Fifth Circuit. American 
Bank and Trust Co. v. Federal Re- 
serve Bank of Atlanta, 269 Fed. 4. 

Appeal was taken by the banks to 
the Supreme Court of the United 
States where the decree was. re- 
served. The Supreme Court held 
in effect that a bill which alleged 
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that a Federal Reserve Bank had 
adopted the practice of accumula- 
ting checks drawn on the plaintiff 
banks until a considerable number 
were on hand and then demanding 
payment in cash over the counter 
for the purpose of forcing the banks 
on which they were drawn either to 
join the Federal Reserve System or 
cease to do business, states a ground 
for relief, notwithstanding the right 
of the holder of a check to demand 
payment thereof in cash. The Su- 
preme Court said:—‘“The question 
at this stage is not what the plain- 
tiffs may be able to prove, or what 
may be the reasonable interpretation 
of the defendants’ acts, but whether 
the plaintiffs have shown a ground 
for relief if they can prove what 
they allege.” American Bank and 
Trust Co. v. Federal Reserve Bank 
of Atlanta, 256 Usoes50. 

The case then went back to the 
District Court of Georgia, where it 
was heard upon its merits. We 
summarize the findings of the Dis- 
trict Court as follows :— 


1. The Federal Reserve Banks are 
empowered to accept checks for collec- 
tion. 


2. Checks thus received must be col- 
lected at par and the Federal Reserve 
Banks are not permitted to accept less 
than the full face value in payment. 


3. The Federal Reserve Banks are 
empowered to adopt any _ reasonable 
measure designed to accomplish the 
above purposes and to that end may send 
checks to the drawee directly for re- 
mittance through the mails without cost 
of exchange. If the drawee refuses so 
to remit, it is within the power of the 
Federal Reserve Banks to employ any 
proper instrumentality or agency to col- 
lect the checks from the drawee and they 
may legitimately pay the necessary cost 
of ‘this service. 


4. The process of the daily collection 
of checks is not rendered unlawful be- 
cause two or more checks handled may 
be drawn on the same bank. 

5. Publication of a par clearance list 
is a legitimate function; but as appear- 
ance of a bank’s name on the par list 
may lead to the conclusion that it agrees 
to remit at par, such list should not in- 
clude the name of any non-member bank 
without its consent although it may in- 
clude the names of towns or cities with 
a representation that the Federal Re- 
serve Bank will undertake to collect at 
par the checks drawn on any bank 
(member or non-member) therein. 
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6. In the inauguration of its par sys- 
tem, the Federal Reserve Bank of At- 
lanta was not inspired by any ulterior 
purpose to coerce or injure any non- 
member bank which refused to remit. 
at par. The charge is not sustained by 
the evidence that the Federal Reserve 
Bank at Atlanta would accumulate 
checks upon country or non-member 
banks until they reached a large amount 
and then cause them to be presented for 
payment over the counter so as to com- 
pel the plaintiffs to maintain so much’ 
cash in their vaults as to drive them out 
of business, as an alternative to agree 
to remit at par. 

7. The evidence is sufficient to sustain. 
any charge in the bill that the Federal 
Reserve Bank was acting illegally or ex- 
ercising any right it had so as to oppress 
or injure the plaintiff banks. 

The publication of the names of non-. 
member banks on the par list does not 
justify a finding that such publication 
was done to injure or oppress plaintiff 
banks; nevertheless the names of such 
banks should not be included in the list} 
without their consent. American Bank 
& Trust Co. v. Federal Reserve Bang 
280 Fed, 940. 


The decree of the District Court giv-) 
ing effect to the foregoing findings, has | 
been affirmed (as shown above) by the 
United States Circuit Court of Appeals | 
for the Fifth Circuit and the full opin-| 
ion follows :— 


Synopsis of Decisions 


While the Supreme Court of 
the United States has held that 
the alleged threatened accumu- 
lation of checks by a Federal 
Reserve Bank until they reach 
a large amount for the purpose 
of causing them to be presented 
in cash over the counter of 
drawee banks or other devices 
designed to require payment in 
cash in such wise as to drive 
the drawees out of business or 
force them to submit to the par 
collection, is conduct which is 
wrongful and subject to being 
enjoined, a Federal Reserve 
Bank is not guilty of an abuse 
of its right as holder of checks 
received for collection when, 
in due course, with reasonable 
promptness, without designed 
delay or accumulation, and in 
proper manner, it presents or 
causes to be presented, those 
checks to the drawees for pay- 
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ment in cash. Federal & Re- 
serve Banks are not entitled, 
however, to include the names 
of non-member drawee banks 
in their par clearance lists with- 
out the consent of such banks. 


The Decision 


WALKER, Circuit Judge: Except as 
to a feature of the bill mentioned below, 
nothing has occurred to require a revi- 
sion of or departure from the conclu- 
sions stated in the opinion delivered by 
this Court in this case when it was here 
on a former appeal. American Bank & 
Trust Co., v. Federal Reserve Bank of 
Atlanta, 269 Fed. 4. What was held by 
the Supreme Court to show the exis- 
tence of a right to relief under the gene- 
ral prayer for relief was the part of 
the bill containing allegations to the ef- 
fect that, in pursuance of the alleged 
policy of the Federal Reserve Board to 
bring about the collectibility by banks 
of bank checks at par, the appellee Re- 
serve Bank and its officers intended to 
accumulate, until they reach a large 
amount, checks upon banks of the class 
to which the appellant banks belong, and 
then to cause them to be presented for 
payment in cash over the counter, or by 
other devices detailed to require pay- 
ment in cash in such wise as to drive 
the drawees out of business or force 
them, if able, to submit to the scheme 
of making bank checks collectible at par. 
American Bank & ‘Trust Co. v. Federal 
Reserve Bank, 256 U.S. 350. The con- 
duct which the Supreme Court decided 
to be wrongful and subject to be en- 
joined was the alleged threatened ac- 
cumulation of checks for the purpose of 
using them in the manner alleged. It 
was not decided or intimated that the 
appellee bank would be guilty of any 
actionable wrong by merely presenting 
or causing to be presented bank checks 
held by it to the drawees for payment 
in cash over the counter. The alleged 
accumulation of checks for the purpose 
charged was an essential feature of the 
alleged conduct which was decided to be 
wrongful. We are not of opinion that 
a bank in receipt for collection of checks 
‘on other banks is guilty of an abuse of 
its right, as such holder when, in due 
course, with reasonable promptness, 
without design delay or accumulation, 
and in proper manner, it presents, or 
causes to be presented, those checks to 
the drawees for payment in cash. In 
so doing the collecting bank would be 
exercising its right as the holder of 
checks received by it for collection, and 
would not be guilty of an abuse of that 
tight for an unlawful purpose. If 
the holder of the checks is guilty of no 
wrong the fact that the payee is in- 
convenienced by having to pay in cash 
would not give the latter a valid ground 
of complaint. Inconvenience resulting 
to one party from another’s exercise of 
a right in a lawful way does not give 
the former a right of action. The most 


that the evidence relied on by the ap- 
pellants tended to prove was that at and 
prior to the time of filing the bill the 
appellee bank intended or proposed to 
deal in the just stated manner with 
checks received by it for collection, when 
the drawees did not consent to remit at 
par, and that it was after this suit was 
brought that appellee bank manifested 
its willingness to allow payment of such 
checks to be made either in cash or in 
acceptable exchange. The trial judge 
specifically found that “the charge that 
the Federal Reserve Bank at Atlanta 
would accumulate checks upon country 
or non-member banks until they reach 
a large amount, and then cause them to 
be presented for payment over the 
counter, so as to compel the plaintiffs to 
maintain so much cash in their vaults 
as to drive them out of business, or an 
alternative agreement to remit at par, is 
not sustained by the evidence.” He fur- 
ther found “the evidence insufficient to 
sustain any charge in the bill that the 
Federal Reserve Bank was acting illegal- 
ly or exercising any right it had so as to 
oppress or inquire the plaintiff banks.” 
The record before us does not warrant 
the setting aside of either of these find- 
ings. We do not think that the evidence 
adduced justified the granting of any 
of the prayed for relief which was de- 
nied by the decree appealed from. Bv 
that decree the appellee Bank was “en- 
joined and restrained from publishing, 
upon any par list issued by the said de- 
fendant, the Federal Reserve Bank of 
Atlanta, the name of any non-member 
bank being a plaintiff in this case unless 
such non-member bank consents or has 
consented to remit at par.” 

Our attention has been called to an 
opinion rendered, after this case was 
argued and submitted, upon the granting 
of a preliminary injunction in the case 
of Farmers and Merchants Bank of 
Catlettsburg, Kentucky, vs. The Fe- 
deral Reserve Bank of Cleveland, Ohio, 
and Mary B. McCall, pending in the 
District Court of the United States for 
the Eastern District of Kentucky. That 
Opinion shows that the granting of a 
preliminary injunction in that case was 
influenced by the showing made that the 
defendant bank, by its authorized agents, 
adopted what well might be deemed to 
be unwarranted methods in - collecting 
checks on the plaintiff bank. That case 
is plainly differentiated from the instant 
one by the above quoted explicit finding 
in the latter to the effect that the evi- 
dence did not sustain any charge in the 
bill as to improper conduct by the ap- 
pellee bank or its agents. We do not 
think that that opinion shows that our 
above indicated conclusions in the in- 
stant case are incorrect. 

In the absence of- any showing that 
the appellee bank consented to or ap- 
proved of the use of any unlawful means 
of enforcing or promoting the adoption 
or carrying out of the policy or plan of 
making bank checks collectible at par, 
the fact that the appellee bank was in 
accord with other Federal Reserve Banks 
in adopting that policy and attempting to 


bring about the general acceptance. and 
adoption of it cannot properly be given 
the effect of making the appellee bank 
responsible for unlawful acts done, in 
the effort to enforce that policy, by or 
at the instance of other Federal Reserve 
Banks. An express or implied agree- 
ment between the several Reserve Banks 
to promote the adoption of the policy 
mentioned does not import a common 
consent to the use by any party to such 
agreement of unlawful means to ef+ 
fectuate the common lawful purpose. 
Assent by one party to concert of action 
with others to accomplish a lawful pur- 
pose does not involve or amount to the 
former consenting to or approving the 
unlawful conduct of any one. There 
was no evidence tending to prove that 
the appellee bank authorized, consented 
to or ratified the use by or in behalf of 
other Reserve Banks of illegally coer- 
cive methods to bring about the general 
adoption of the above mentioned policy. 
It follows that the evidence offered to 
prove the use by or in behalf of other 
Reserve Banks of unlawful means to ac- 
complish the alleged common purpose 
was properly excluded. 

The court disallowed a proposed 
amendment of the bill having the effect 
of adding as parties plaintiffs thereto 
banks located in Federal Reserve Dis- 
tricts other than the Sixth. That ruling 
was not erroneous. The complaints 
made by the bill are based upon what 
it alleged the appellees did or proposed 
to do in transactions between the appellee 
Federal Reserve Bank of the Sixth Fe- 
deral Reserve District and the appellant 
banks, which are located in that District. 
The banks unsuccessfully sought to be 
added as parties plaintiff are so far 
strangers to the transactions mentioned 
as to keep the alleged conduct complained 
of from giving to those banks a right 
of action based on that conduct, with 
the result that those banks are not 
entitled to be joined as parties plaintiff 
in. this suit. 

The same interrogatories were pro- 
pounded by the appellants to several of 
the appellees. A separate answer was 
made to each of those interrogatories, 
each person interrogated making such 
answer his own. ‘The court overruled 
objections to such answers on the ground 
that answers so made to interrogatories 
were violative of the provision of Equity 
Rule 58 that “each interrogatory shall be 
answered separately.” What the quoted 
provision forbids is the making of one 
answer a response to more than one in- 
terrogatory. It does not forbid several 
persons to whom an interrogatory is 
propounded joining in the making of 
one separate answer thereto. The pro- 
vision does not require the duplication 
or multiplication of answers to an inter- 
rogatory when the parties interrogated 
desire to make the same answer thereto. 
The answers made to interrogatories 
were not subject to objection on the 
ground mentioned. 

The conclusion is that the record does 
not show any reversible error. The de- 
cree is affirmed. 


Appraising Buildings for Mortgage Purposes 


Factors of Security, Predetermination of Neighborhood Trends. Latent | 
Power of Economic Control Represented by Maintaining Differential in 
Favor of Good Design and Construction. 


War's 


FE may preface this article, 
\ \ and perhaps direct more 
definite interest to the facts 
herewith presented, by stating that 
good fortune rather than good 
judgment has been an important 
factor in preventing extensive 
mortgage loan losses in the build- 
ing field during the past few years! 
If it had not been for the abrupt 
‘rise in building costs and conse- 
quently in rental incomes on all 
‘ buildings since the early part of 
1915, millions of dollars would 
have been lost by banks and other 
mortgage loaning institutions and 
the responsibility of appraisals for 
mortgage purposes would rest more 
‘heavily on some shoulders than is 
* the case today. 


Depreciation 


Records of mortgage foreclo- 
sures and forced sales of building 
during the period between 1906 
and 1915 showed a constantly in- 
creasing volume of depreciation 
losses; “white elephants” and ques- 
tionable building values, forced 
within the assets of mortgage loan- 
ing institutions through the neces- 
sity of foreclosures. Many such 
institutions were steadily confront- 
ed with the problem of disposing of 
buildings taken under these condi- 
tions and considerable ingenuity 
was in evidence in the handling of 
these transactions. In many in- 
stances banks, trust companies and 
other loaning institutions were 
forced to sell buildings taken under 
foreclosure proceedings at low 
prices which represented actual in- 
vestment losses and certainly a vast 
amount of unprofitable time was 
spent in discovering ways and 
means out of the unpleasant busi- 
ness situations resulting from bad 
mortgage loans. 

If the cutting off of building 
operations during the war period 
had not resulted in greatly in- 
creased demand for rentable space 
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of all kinds, these problems would 
have been greatly intensified over 
the last few years. Fortunately for 
investors of mortgage money, in- 
creased values followed the in- 
creased demand for building space, 
to a point where the sales value of 
older buildings rose from low levels 
often approximating or less than 
the actual mortgage loan to points 
higher than original appraisals and 
costs. This has been the good for- 
tune attending the mortgage loan- 
ing operations of many banking in- 
stitutions and for this reason many 
important factors of security in 
making appraisals for mortgage 
loaning purposes have not been em- 
phasized by unfortunate experi- 
ences which were escaped through 
the upward trend of building valua- 
tions rather than through the fore- 
sight of those who made appraisals. 
It is clearly evident, however, 
that we are now in a position where 
fairly liberal mortgage loans may 
be safely made but bankers can de- 
pend on no element of good luck 
to enter as an important factor in 
appraising buildings today. We 
have passed the point of rapid de- 
flation in building costs which in- 
dicated danger and kept mortgage 
money out of the market until last 
year. We are in a period when an 
intelligent appreciation of the ele- 
ments of security in making mort- 
gage loans will not only create a 
factor of safety but will allow the 
exercise of a measure of economic 
control which, with few exceptions, 
has been a latent but unused power 
in the hands ‘of the banking frater- 
nity. 


Remarkable Ingenuity 


As indicated in preceding para- 
graphs there have been many in- 
stances during the period of deflat- 
ed values when bankers have shown 
remarkable ingenuity in extricating 
themselves from bad mortgage situ- 
ations. As examples of such in- 
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Abrupt Changes Resulting from 
Interruption of Building Covered Many Errors in Appraisals 


genuity and to indicate weaknesses 
of appraisal methods of the past, we| 
may present the following two ex-) 
amples: 

The first is that of a five story’ 
apartment building located in one) 
of our larger cities on a plot of) 
land .33 ft.-6 in. x 100 ft. This} 
building was built in 1898 and had | 
two apartments to a floor, one a six | 
and one a seven-room apartment. | 
The original appraised value of the| 
building was about $40,000 and the | 
mortgage loan was $25,000. In the | 
year 1915 this property was bring- | 
ing in a rental of only $3,576 yearly 
and the property was finally fore- | 
closed and taken over by the mort-. 
gagee which happened to be a bank. | 
After carrying the property for | 
some months it was found that with | 
simple alterations these large apart- | 
ments could be cut into four apart- | 
ments on a floor. With this under- | 
standing the property was sold for 
$26,000 under an agreement by the 
new owner to make such altera- 
tions. These alterations having | 
been made the property again be- | 


f 
" 


came attractive from a rental view- | 
point and the gross rental increased _ 
to $7,800, creating a renewed build-— 
ing valuation which amply protect-_ 
ed the mortgagee. In this case the 
original appraiser was at fault be- 
cause he did not recognize defects | 
in the planning of this building or 
neighborhood changes which were 
obvious at the time. 


Bad Planning 


A similar case was found in a 
large apartment building in a good 
residential district of New York 
City built in about the year 1892. 
This was an eight story fireproof 
building on a plot 100 x 100 ft. . 
appraised for mortgage purposes at _ 
$600,000 and bearing a mortgage of » 
$400,000. The building was badly 
planned, having but two fourteen- 
room apartments to a floor and in 
the year 1918 there was no equity 
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$100,000 in the alterations. 
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left on this property. The rental 
was only $42,000 yearly and the 
mortgage institution was left with 
a very bad piece of property on its 
books and threatened with a direct 
investment loss. Here again the 
idea of altering into small apart- 
ments became the saving factor 
and the property was sold under an 
agreement to invest approximately 
These 
alterations into small apartments 
resulted in increasing the annual 
rental from $42,000 in 1918 to 
$105,000 in 1919 and $129,000 in 
1922. The present value of the 
building is about $650,000. In 
this case the property was not fore- 
closed but the owner surrendered 
the deed to the mortgagee, taking 
the full equity loss. Here again 
was a case of bad planning and 
lack of foresight on the part of 
the appraiser. 


Direct Investment Loss 


An instance of direct investment 
loss occurring just before the war 
period is a case in which a savings 
bank in New York City foreclosed 


a $56,000 mortgage on a group of 


buildings which because of faulty 


construction had depreciated great-. 


ly in intrinsic value and because of 
bad neighborhood trends had de- 
creased in income producing power. 
In order to clear its books the bank 
was forced to sell this property 
for $36,000, taking a direct invest- 
ment loss which could have been 
prevented by sounder appraisal 
methods. 

The books of banking and loan- 


The Evolution of Building Planning 


ing institutions in many sections 
of this country bear silent witness 
to errors in appraisal of building 
values. Little is to be gained, how- 
ever, through bemoaning experi- 
ences in the past except to empha- 
size the value of a more receptive 
consideration of factors of security 
in appraising building values today. 


Factors of Security. 


_ There are three basic elements 
which should receive serious con- 
sideration in making appraisals of 
buildings for purposes of mortgage 
loans. First, efficiency of purpose 
of the building ; second, stability of 
rental income; third, integrity of 
construction. 

Of these three the most im- 
portant and that which has received 
least consideration from the ap- 
praisal viewpoint is the factor of 
efficiency of purpose which means 
primarily good architectural plan- 
ning. A study of building plans of 
the past three or four decades 
shows upon proper analysis that 
the average building is not only 
poorly planned for its purpose but 
that a considerable amount of waste 
space has acted as a surcharge on 
investment and maintenance costs. 
During the past few years the high 
cost of building has had a good 
effect in forcing plan study and it 
may be said that in almost all 
classes of buildings the evolution of 
planning has shown a remarkable 
forward step during this recent 
period. 

As an example of this coridition 
we present herewith an illustration 


of the evolution of tenement house 
planning as developed from studies 
by a New York architect who has 
specialized in the planning of this 
type of investment building. It will 
be noted that this illustration shows 
four typical building plans on the 
same sized plot. At the left will be 
seen the old type of tenement build- 
ing previous to the year 1900. The 
next advance in planning is shown 
in Type B developed about 1900. 
Type C is the so-called “new law” 
house of New York City which 
represents a considerable advance 
in the factors of sanitation and util- 
ity of living conditions and finally 
we have Type D developed in the 
year 1922 which represents the ulti- 
mate planning so far developed for 
this type of building. We may 
briefly call attention to the fact that 
in the evolution of these plans the 
apartments have gradually been 
opened up to light and air with con- 
stantly bettering sanitary features. 


Result of Insistence 


From the viewpoint of the mort- 
gage loan appraiser it is quite easy 
to understand how the building of 
Type D provides for a better char- 
acter of occupancy; lower depre- 
ciation costs and increased stabil- 
ity of rental income over a long 
period of years. In this type of 
building the rear apartments are 
equal to if not preferable to the 
front apartments because they 
overlook wide garden courts and 
have all advantages of light and air. 
This particular instance of the evo- 
lution of planning from an effici- 
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ency viewpoint is the result of the 
insistence by a large loaning insti- 
tution, together with the intelligent 
cooperation of the architect, to 
create at once better housing facil- 
ities and better collateral for mort- 
gage loans! 


Stabilizing Income 


Similarly in many other types of 
buildings a period of rapid evolu- 
tion in planning is to be noted and 
it lies within the power of every 
loaning institution to insist that 
buildings be planned for greater 
efficiency of purpose. 

This precaution will naturally 
have a very definite effect in the 
stabilizing of rental income. An 
efficiently planned building provides 
satisfactory occupancy over a long 
period and is much less subject to 
the ultimate competition of newer 
buildings than in cases where poor 
planning results in rapid obso- 
lescence and consequent dissatisfac- 
tion among tenants. 

The factor of stability in rentals 
is also strongly influenced by neigh- 
borhood trends. In the average 
American city or town modern de- 
velopments have made it more 
easily possible to anticipate these 
trends than ever before. In certain 
municipalities (as in New York) 
City) the effect of zoning laws and 
regulations, together with city plan- 
ning activities, is resulting in the 
establishing of definite neighbor- 
hood trends—a fact which operates 
directly to the advantage of the 
appraiser of building values. Again, 
the average American city or town 
today has a background of struc- 
tural and development history which 
it did not possess thirty or forty 
years ago and which aids materially 


OMPTROLLER of the Cur- 
6 rency Crissinger has adopted a 
new plan for dealing with applica- 
tions for the establishment of 
branches of national banks. 


When an application is made by 
a national bank for permission to 
establish a branch or branches ten 


in reading the future of building 
values. 


Integrity of Construction 


Finally, we have for considera- 
tion the important factor of in- 
tegrity of construction. Here again 
the luck of accidentally stimulated 
building values has prevented many 
drastic losses which would have 
been chargeable directly to the use 
of inferior building materials, 
methods and equipment. This ele- 
ment of good fortune will not con- 
stitute a safeguard in the future 
valuations of buildings but is in 
effect a menace because it encour- 
ages a certain laxity in appraising 
building values. The power of 
dictating the quality of building 
construction lies directly in the 
hands of the mortgage loaning in- 
terests. It has, with few exceptions 
remained a latent power, and 
through failure of its enforcement 
a great volume of inferior building 
construction has been foisted upon 
the public of America for many 
years. 

Aside from the direct deprecia- 
tion in collateral values which fol- 
lows in cases where the use of in- 
ferior materials and equipment is 
allowed, there is a fundamental 
economic waste which _ bankers 
throughout the country should 
recognize and aid in preventing. 
Buildings represent the basic eco- 
nomic element of shelter. They 
are the most important tools of in- 
dustry and commerce. .Any waste 
(whether it be of man power, mis- 
used capital, or adversely affected 
rent values) which is allowed to 
enter as a definite factor in build- 
ing construction must necessarily 
be reflected back through the en- 


Application for Branches’ 


days must elapse before any action 
will be taken, and during this ten- 
day period the Comptroller will re- 
ceive and consider any protests 
which interests in the locality of the 
proposed branch may see fit to 
make. 


Comptroller Crissinger has an- 
nounced a general policy of grant- 


the part of bankers today, as well as | 


utilize the power of financial con- | 


tire economic structure of which 
banking is today the foundation. 
It should, therefore, be accepted in 
practice as well as in theory that all 
bankers have a direct interest in| 
the building construction industry) 
and in new building construction in) 
general. Certainly there should be 
a more definite interest among those 
banking institutions which are em- 
powered to make mortgage loans; 
but the great building activity of) 
the year 1922, having demonstrated | 
its fundamental relationship with) 
all phases of industrial and com-' 
mercial activity, calls for the con-| 
sideration of every banker. If] 
would seem an obvious duty on 


the best of business judgment, to| 


trol in the building field, particu- | 
larly as represented in the function | 
of appraising for mortgage loan | 
purposes, to eliminate bad practice 
in the planning and construction of | 
buildings of all types. 

It is to be hoped that a full’ 
realization of the power which lies 
within the banker’s grasp as it re-_ 
lates to this situation and the possi- | 
bilities of control resulting from) 
this condition will encourage a more’ 
carefully developed general method | 
of appraising buildings for mort- | 
gage purposes. 

If all conditions are anticipated, 
rapid depreciation in_ collateral’ 
values may be prevented and the} 
present unequal volume of new | 
building construction may be! 
shaped to set a precedent which will | 
last for generations to come, even 
as the modern banker is forcing the 
establishment of sound precedents | 
in other fields of investment, mer- | 
chandizing and the development: 
of natural resources! 


ing permission for the opening of | 
additional offices by national banks | 
in localities where state banks al- | 
ready have the privilege of conduct- | 

: 


ing branches; but in all cases com- 
ing before the Comptroller, decision | 
on the application is to be decided 
upon its merits, as indicated by the 
information before the Comptroller. 


Simplified Practice Will Aid Banking 


By RAY M. HUDSON 


Division of Simplified Practice, Department of Commerce, Washington, D. C. 


In Manufacturing [t Eliminates Waste and Duplication of Effort. 
Lowers Unit Cost Through Mass Production. 
Up in Inventories. Turn Over Quickened. As Simplification Extends 
Distributors Are Able-to Free Themselves from Burdensome Lines 


HAT tempts business men 
to high productive activity? 
Larger profits, of course! 
But, in these days of high wages, 
high material costs, and public de- 
mand for lower prices, how can a 
manufacturer, or a merchant, i- 
crease the present narrow margin 
between cost and selling price? 
One way, and a very etfective 
one, is through the elimination of 
waste, expressed as the correction 
of all uneconomical trade practices, 
customs, and habits. For example, 
the rapid growth of our industries 
has resulted in an over-diversifica- 
tion of products. Not that the 
variety of articles is too great, but 
rather that the variety, in size and 
style, of each thing is far greater 
than necessary. Secretary Hoover 
says: 


“Tt is certain there are many articles 
of every day use in which the manu- 
facturer would indeed be glad to under- 
take some cooperation in standardization, 
from which the saving in national effort 
would be interpreted, not into millions, 
but into billions of dollars. This does 
not mean we stamp the individuality out 
of manufacture, or invention, or decora- 
tion; it means basic sizes to common and 
every day things.” 


100 Eliminating 


Over a hundred different indus- 


tries are showing their appreciation 


of the truth of that statement by 
the efforts they are now making 
to eliminate unnecessary variation 
in the sizes, and dimensions of not 
only the products they sell, but in 
the supplies, and materials they buy. 
The Trade Association for the in- 
dustry is the centralizing agency, 
and the Department of Commerce 
is the clearing house, for the con- 
tinuous crystallization of the best 
thought and practice of the indus- 
try. This community of interest in 
conservation of material, effort, 
time and money, like the proverb- 
ial snowball, is rapidly rolling into 


a national industrial thrift cam- 
paign, and promises to become a 
prominent factor in the solution ot 
some of our current problems. 


Lower Unit Cost 


Manufacturers are believers in 
simplification for it means lower 
unit cost through mass-production 
of fewer sizes and styles; less capi- 
tal tied up in inventories and stocks 
of raw, semi-finished, and finished 
materials; more efficient labor due 
to increased individual production 
made possible by longer runs on 
standard sizes, and by increased 
skill through the repetitive process. 
Turnover is quickened, and sales 
momentum is intensified by the 
higher quality of product, and the 
quicker delivery service, afforded by 
this concentration on limited var- 
1eties, 

The distributor likewise gains 
through handling only live lines. 
Having fewer dead lines, or odd 
sizes, and specials to dispose of— 
his obsolete stock losses are re- 
duced. His turnover is stimulated, 
his profits grow accordingly, and 
his own demand for standard arti- 
cles is increased. 

The consumer gains through 
lower prices than would be other- 
wise possible,—better quality in his 
purchases,—and better _ service. 
The purchasing power of his dollar 
is increased, and his cost of living 
is reduced,—or for the same cost, 
a higher standard of living becomes 
possible. 

Markets are broadened, produc- 
tion is stabilized, factory shut- 
downs are less frequent, and con- 
tinuity of employment replaces the 
present seasonal fluctuation. 

To the banker, the cumulative 
effect of this effort to eliminate 
waste through standardization, and 
the simplifying of current commer- 
cial practice, means not only a 
steadier stream of deposits in his 
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Less Capital Tied 


savings department,—bui more tham 
that, a greater assurance of the re- 
payment of loans and also the en- 
tire group of banking advantages. 
incident to “better business.” Busi- 
ness is beiter safeguarded against 
economic disturbances, and _ the 
relative risk of loss _ lessened. 
Quickened turnover of capital in- 
vested in goods accelerates collec- 
tions, and the availability of funds. 
for loan purposes is more certain. 

These pictured results will not 
however, materialize over night. 
They will come only in proportion 
to the educational effort expended, 
the interest shown, and the support 
given by business men to the pro- 
motion of simplification as a funda- 
mentally sound commercial princi- 
ple. A little saving here, and an- 
other there, by one manufacturer, 
then another, and eventually by 
every producer, distributor, and con- 
sumer, means a fuller measure of 
this world’s goods for each of us. 
As has frequently been remarked, 
the great Woolworth Building was 
erected out of the profits of five 
and ten cent stores. 


Capital Conserved 


Capital will be conserved, for the 
same amount can be made to do 
more effective work. It will be 
used more intelligently, which 
means it will not be wasted. New 
capital will become available, for 
when industry shows that by care- 
ful management, judicious spend-. 
ing, and continuous operations, its 
rate of earning is increased,—more 
investors will be attracted. 

Some bankers have certainly al- 
ready observed fruits of this effort 
in industry, evidenced by the fol- 
lowing activities. All paper-con- 
suming interests are studying the 
advantages of a simplification of 
page sizes for various purposes, 
such as trade papers, catalogs, ad- 
vertising matter, correspondence, 
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and even office forms. Warehouse- 
men are working on a standardiza- 
tion of negotiable receipts and 
other papers passing between them 
and the public. Railroad bills of 
lading have been standardized by 
Government decree. Greater uni- 
formity in ocean bills of lading is 
being sought. Purchasing agents 
are developing standard forms of 
purchase orders, and_ invoices. 
Standardization of office appliances, 
equipment, furniture, etc., offers an 
attractive field for economies to 
bank purchasing officers. 

These simplified practices mean 
lessened clerical expense, and 
therefore lessened overhead. ‘The 
losses incidental to the turnover of 
office workers, and also the costs 
of educating new employees, are 
similarly reduced. Many trade 
bodies are adopting uniform cost 
accounting methods for their re- 
spective industries, which means 
that the more real facts a man 
knows about his own business, the 
more intelligently he can operate it. 
Effort of this kind usually reacts 
to make him a better business man, 
and therefore a safer customer for 
the bank. Establishing a uniform 


Certification of Altered Checks 


HE following letter, con- 
taining opinion, addressed 
by General Counsel to 
Secretary Mullen of the Clearing 
House Section and by him for- 
warded to the various clearing 
houses of the country, is pub- 
lished for the attention and con- 
sideration of banks generally: 
This letter is in aid of bringing 
to the attention of the Clearing 
Houses of the country, the effect 
of the decision of the Supreme 
Court of Illinois, in National City 
Bank of Chicago v. National Bank 
of the Republic, of Chicago 132 
N. E. 832, construing the Negoti- 
able Instruments Act in the case 


of certification of an altered 
check. 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


method of calculating interest and 
standardizing commercial credit 
letter forms are good examples of 
possible standardization in banking 
practice. A complete survey would, 
no doubt, reveal many other possi- 
ble areas for simplified practice in 
this field. 

Saving by hoarding is uneconom- 
ical—saving by eliminating waste 
is good sound business. To secure 
the maximum return for the mini- 
mum investment by intelligent 
spending is the highest form of 
conservation. Broadened apprecia- 
tion and recognition of simplified 
practice insures that conservation. 

Proof of its economic soundness 
is shown in the unification of rail- 
way gauge, and the standardization 
of car construction, thus permitting 
transcontinental shipments without 
breaking bulk en route; also in the 
rapid development of the automo- 
tive industry; the adoption of the 
“point” system in type-making; and 
the present universal interchange- 
ability of electric lamp _ bulbs. 
These simplifications by great in- 
dustries have not only advanced our 
standards of living, but have been 
highly contributive to the growth 


By THOMAS B. PATON 
‘General Counsel 


In that case, a check payable 
to A was stolen by B who erased 
A’s name and inserted his own as 
payee. The check with B’s in- 
dorsement, wa's certified and paid 
to a subsequent holder in due 
course. ‘The bank was held liable 
to such holder. The court held 
that under Section 62 of the 
Negotiable Instruments Act 
which provides that the acceptor 
“engages that he will pay accord- 
ing to the tenor of his acceptance”’ 
and admits “the existence of the 
payee and his then capacity to 
indorse,” the bank bound itself to 
pay B. The court denied a con- 
tention that the acceptance sim- 
ply admitted the existence of the 
payee named by the drawer, say- 
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and prosperity of the industries 
themselves. ! 

More and more of our enter. 
prises are visualizing the applicatior| 
of this principle to their problems| 
and are taking active measures, 
toward realizing its advantages. 

In response to numerous sugges: 
tions that the Government cooper:| 
ate with them, Secretary Hoover 
organized the Dice of Simplifie¢, 
Practice in the Department of Com. 
merce to assist manufacturers 
distributors, and users of basic! 
commodities to eliminate waste! 
through the reduction of excessive 
variety in sizes, and dimensions oj) 
essentially like things. There is nc} 
thought of Government control, re- 
striction, or regulation in this activ- 
ity. The Department’s attitude is| 
purely one of support or indore 
ment of the best thought and prac-| 
tice within the industry itself. 

The services of the Division are 
available to bankers, and to all 
others who see any possibility of ad- 
vantage, to the industry in which} 
they are interested, through adopt:| 
ing simplified practice as the basis| 
of waste-elimination. 


ing that the acceptor knew noth- 
ing regarding the existence of the 
original payee, A; what the accep- 
tor admitted was the existence of 
the payee named in the draft at 
the time of the acceptancm 
namely, B. The reasoning of the 
court would equally apply to a 
check which had been raised in 
amount and certified, because the 
acceptor would know nothing of) 
the amount originally inserted by) 
the drawer and would engage to 
pay according to the tenor of his) 
acceptance namely, the amount) 
stated in the check at the time of) 
certification. : 

No consideration was given by) 
the court to the provision of Sec-| 
tion 139 of the Negotiable Instru-) 


i 
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ments Act, that “a general accept- 
ance assents without qualification 
to the order of the drawer’’ which 
would indicate that the acceptor 
obligates himself to pay the check 
as drawn and not as altered prior 
to acceptance and that such would 
be the tenor of the acceptance. 


Creates Anew 


If the decision of the lilinois 
court is a correct interpretation 
of the Negotiable Instruments 
Act, it means that the former 
judicial law that the certifying 
bank does not warrant genuine- 
ness as to payee of amount, but 
only the things within its know- 
ledge namely, signature of 
drawer and sufficiency of funds, 
is supplanted by a rule which 
makes the certifying bank liable 
for the check as it reads at the 
time of certification. In other 
words, although a check has been 
avoided by material alteration of 
payee or amount, the certification 
creates anew a valid instrument, 
by which the certifying bank obli- 
gates itself to pay according to 
the terms of the instrument as 
certified. 

Banks cannot, of course, take 
the risk of certifying as to things 
of which they know nothing and 
of obligating themselves to pay 
checks which, if altered, cannot 
be charged to the drawer. Two 
courses of procedure, therefore, 
have been suggested and are 
under way:— ~ 

1. The procuring of an amendment 
of the Negotiable Instruments Act 
which will limit the liability of the 
certifying bank to what it has been 
under the common law, namely, sig- 
nature of drawer and sufficiency of 
funds. This matter is in charge of the 
Committee on State Legislation and 
General Counsel of the A. B. A., and 
a draft of amendment will be for- 
warded to State Bankers’ Associa- 
tions for presentation to 1923 Stat 
Legislatures. 

Pending amendment of the 
Negotiable Instruments Act, the 
‘ adoption by the banks of a form of 
‘certification which will exempt them 
from liability in case of alteration of 
the instrument. 

The Illinois decision was dis- 
cussed by General Counsel in an 
article published in the February 
1922 Journal of the Association 
and in the March Journat, the fol- 
lowing form of certification was 
tentatively suggested :— 
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“Certified without liability for gen- 
uineness except as to maker’s signa- 
ture.” 


In a further article in the June 
JouRNAL, the following form was 
suggested as preferable to the 
form first suggested: — 

“Certified, payable only if unaltered 
since originally issued by the maker.” 

The question was discussed in 
the June JourNAL whether these 
forms might affect negotiability 
by making the instrument pay- 
able on a condition, namely, only 
in the event it was unaltered at 
the time of certification. It was 
pointed out that in any state 
where the courts might disagree 
with the Illinois decision and hold 
that the Negotiable Instruments 
Act did not change the rule that 
certification only binds the bank 
for the genuineness of maker’s 
signature and sufficiency of funds, 
negotiability would not be affec- 
ted because it has been held that 
the formal expression of a condi- 
tion that is implied in the giving 
of a bill or note does not affect ne- 
gotiability; therefore, the state- 
ment of a condition that the bank 
would not be liable where the 
check was altered before certifi- 
cation in any respect other than 
maker’s signature would be only 
what would be otherwise implied 
by the law and_ negotiability 
would not be destroyed. 


In Each State 


But it was further pointed out 
that under the theory of the Illi- 
nois decision that certification cre- 
ates a new obligation according 
to the terms of the instrument as 
certified, the form of certification 
might, in Illinois and in any other 
state which followed its decision, 
be held conditional and a negoti- 
able-destroying promise to pay be- 
cause made on condition of non- 
alteration. The adoption of such 
a form might, therefore, be a ques- 
tion for separate consideration in 
each particular state, after con- 
sultation with members of the 
local bar and judiciary, whether 
in the first place, the Illinois deci- 
sion was deemed sound and 
likely to be followed, and if so, 
secondly, whether there was like- 
lihood that certification payable 
only in the event of non-altera- 
tion would be held a non-negoti- 


“order of the 
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able promise and, lastly, if non- 
negotiable, whether it would be 
of any practical value to the 
holder. , 


Limited Form 


I have recently given further 
thought to the question of sound- 
ness of the Illinois decision and 
also to the possibility of adopting 
a limited form of certification 
which would be free from the 
criticism that it might be held 
conditional and affect negotiabil- 
ity and, in addition to what has, 
heretofore, been published on the 
subject, would present the follow- 
ing for the consideration of Clear- 
ing Houses. 

The Negotiable 
Act provides :— 


“Sec. 187 Where a check is certi- 
fied by the bank upon which it is 
drawn, the certification is equivalent 
to an acceptance.” 

“Sec. 132. The acceptance of a bill 
is the signification by the drawee of 
his assent to the order of the drawer.” 

“Sec. 139.. A general acceptance as- 
sents without qualification to the 
ie drawer. <A_ qualified 
acceptance in express terms varies 
the effect of the bill as drawn.” 


Under the above provisions, 
certification of a check signifies 
the assent of the bank only to the 
check as drawn; if altered before 
certification, it is not the order of 
the drawer and there is no “as- 
sent” or “acceptance” of the al- 
tered order, unless the following 
section changes the character of 
the obligation :— 


_ “Sec. 62. The acceptor by accept- 
ing the instrument engages that he 
will pay it according to the tenor of 
his acceptance and admits 

“1. The existence of the drawer, 
the genuineness of his signature and 
his capacity and authority to draw the 
instrument; and 

“2, The existence of the payee and 
his then capacity to indorse.” 


Instruments 


The Supreme Court of Illinois 
holds that under Section 62, cer- 
tification of a check upon which 
the payee has been changed, is an 
admission of the existence of the 
payee “then” named in the draft 
and not of the payee named in the 
draft by the drawer; also that the 
engagement to pay according to 
the tenor of the acceptance means 
the amount named in the draft at 
the time of acceptance and not 
that at the time of drawing, if the 


440 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


amount has been raised. But is 


this construction correct, in view 
of the provision that the accept- 
ance assents to the order of the 
drawer, as drawn? In the light 
of that provision, does not the 
engagement to pay according to 
the tenor of the acceptance mean 
according to the order as drawn 
or, in case of a qualified accept- 
ance according to the express 
terms in which the effect of the 
check as drawn is varied by the 
acceptor; and does not the admis- 
sion of “theo existence! ‘of ¥the 
payee and his then capacity to 
indorse’”’ mean the payee named 
by the drawer and his capacity 
to indorse at the time of drawing 
the instrument? It would seem 
in view of the law that the accep- 
tance only binds the acceptor to 
the order of the drawer as drawn, 
unless he in express terms varies 
such order, that an acceptance of 
a check, altered @asmtoupayee oG 
amount, would not bind the ac- 


ARKANSAS 


Smackover—Bank of Smackover. 


Capital, $10,000. President, W. W. 

3rown; cashier, O. B. Gordon. 
CALIFORNIA 

Brawley—State Bank of Brawley. 


Capital $50,000. 

Calipatria—State Bank of Calipatria. 
Capital, $100,000. 

Kast San Gabriel—The First National 
Bank. Capital, $50,000. President, C. C. 
Torelkeld ; cashier, J. A. Threlkeld. 


Glendale—Community Savings & Com- 
mercial Bank. Capital $25,000. 


Hermosa Beach—The National Bank 
of Hermosa Beach. Capital $50,000. 
President, I. J. Young: cashier, J. W: 
Leech. 

Los Angeles—Federal Trust & Sav- 
ings Bank of Hollywood. Capital, 
$300,000. President, C. E. Toberman; 
cashier, Ay J, Olson. 

Maywood—First Bank of Maywood. 
Capital, $25,000. President, George W. 
Myers; cashier, EF. A. Moore. 

Oakland—Commercial Trust & Say- 
ings Bank. Cashier F. B. Richardson. 

Porterville—Home Bank. Capital, 
$100,000. President, Taylor M. Gronen; 
cashier, John W. Bridge. 


CoLoRADO 
Ordway—Ordway State Bank. Capi- 
tal, $25,000. President, A. J. Luneberg; 
cashier, J. R. Caley. 


ceptor to pay the instrument as 
altered because this would not be 
according to the tenor of his ac- 
ceptance nor an admission of the 
existence of the altered payee, but 
that the obligation of the accep- 
tor relates only towthe bill as 
drawn, except as he himself qual- 
ifies it. 

But the Supreme Court of Illi- 
nois having held the contrary, the 
further thought as to a form of 
acceptance which would safe- 
guard the bank against lability 
for altered payee or amount and 
at the same time be free from the 
criticism that it might be held 
conditional and affect negotiabil- 
ity, has led to a suggestion of the 
following form for  consider- 
ation :— 

“Certified, payable according to the 
tenor of the instrument as drawn by 
the maker.” 

ThisiGstorm -"ote ‘certieation 
would seem to carry out the true 
meaning of the Negotiable Instru- 


FLORIDA 


Orlando—Church Street Bank. Capi- 
tal, $50,000. 

Pompano—Bank of Pompano. Capi- 
tal, $15,000. President, H. F. Hammon; 
vice-president, A. P. Anthony. 

Reddick—Reddick State Bank. 
tal, $15,000. President, J. M. 
vice-president, J. P. Williams. 

Tarpon Springs—The First National 


Capi- 
Smith ; 


Bank of Tarpon Springs. Capital, 
$50,000. President, Chas. H. Brown; 
cashier, J. C. McCrocklin. 

West Palm Beach—Citizens Bank. 


Capital, $100,000. President, R. A. Max- 
field; cashier, E. C. Rumsey. 


GEORGIA 
Lumpkin—The National. Bank of 
Lumpkin. Capital, $25,000. President, 
J. S. Morton; cashier, H. J. Peagler. 
Reynolds—Citizens State Bank. Capi- 
tal, $15,000. 


IDAHO 
Burley—The Cassia National Bank of 
Burley. Capital, $50,000. President, L. 
L. Evans; cashier, F. W. Sorgantz. 


ILLINOIS 


Chicago—Montrose Trust & Savings 
Bank. Capital, $50,000. 

Hoopeston—Hoopeston Trust & Sav- 
ings Bank. Capital, $50,000. 

Rosemond—Bank of Rosemond. Capi- 
tal, $25,000. President, W. O. Wilcox; 
cashier, C. H. Bonnell. 


ments Act as to what certification 
imports, namely “signification by 
the drawee of his assent to the 
order of the drawer’ without 
qualification. Such an obligation 
could hardly be held to be a con- 
ditional promise; it is a promise 
to pay what the drawer has or- 
dered to be paid and nothing else. 

The above situation is pre- 
sented for the consideration of 
members of Clearing Houses) 
The immediate matter of concern 
is to give consideration to the nec- 
essity and desirability of adopting 
a limited form of certification; it 
is desired furthermore, that there 
be cooperation with the Legisla- 
tive Committees of State Associ- 
ations in procuring an amendment 
of the Negotiable Instruments 
Act which would clearly define 
the contract of certification and 
limit it to those things within the 
banker’s knowledge namely, gen- 
uineness of signature and suff- 
ciency of funds. 


New Banks Organized 


INDIANA 


Elizabethtown—Elizabethtown State 
Bank. Capital, $25,000. President, S. 
D. Alexander; cashier, W. D. Barnes. 

Gosport—Olde Gosport State Bank. 
Capital, $25,000. 


Towa 
Ottumwa—Peoples Trust & Savings 

Bank: Capital, $50,000. 
Ottumwa—West End Savings Bank. 
Capital, $50,000. Secretary, F. Z. Kidd. 

Shefheld—State Bank. 


KENTUCKY 
Ekron—Meade Central Bank. Capi- 
tal, $15,000. 
Nortonville—Nortonville Bank. Capi- 
tal, $25,000. President, J. R. Harrison; 
vice-president, W. E. Furgeson. 


LOUISIANA 

Centerville—Teche Bank. Capital, 

$25,000. President, James A. Peterman; 
vice-president, Geo. B. Palfrey. 


MASSACHUSETTS a 
Springfield—Colonial Trust & Dis- 
count Corporation. Capital, $100,000. 


President, John B. Carleton; secretary, 
Wayland Warner. 


MICHIGAN 
Amasa—Farmers & Miners State 
Bank. ' 
Trufant—Trufant State Bank. Capital, 
$20,000. 


(Continued on Page 442) 
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tion of New York City has pub- 
lished the following list of fees 
as approved at meetings of a committee 
of the whole: 


Re Corporate Fiduciaries Associa- 


Schedule of Fees for Services 
Rendered by a Customers’ 
Securities Department 


ON SAFEKEEPING ACCOUNTS 


1. Regular Security Accounts consist- 
ing of mixed securities or entirely of 


bonds. 


1/10 of 1% per annum on par value up to 
$500,000 

1/15 of 1% per annum on par value on next 
$500,000 


1/20 of 1% per annum on par value on all 
over $1,000,000 


2. On accounts consisting entirely or 
in substantial part of bonds and mort- 
gages. 


Y% of 1% per annum on face value plus $5 
per annum per mortgage for each mortgage in 
excess of one, 


_ 3. On accounts consisting entirely of 
large blocks of stock. 


1/25 of 1% per annum on par value from 
$100,000 to $500,000 
1/50 of 1% per annum on par value on next 
$500,000 
1/100 of 1% per annum on par value on all 
over $1,000,000 
Note:—On accounts under $100,000 
schedule under No. 1 should apply. ge 
Note:—In lieu of the percentages on princi- 
pal under 1 and 3, corresponding percentages 
based on income may be charged. 


the 


4. Foreign securities to be taken up at 
par of exchange. If foreign securities 
constitute a substantial part of the ac- 
count, a special charge can be arranged. 

Note:—A minimum fee of $25 under 
f2 and 3. 


5. Stocks of no par value should be 
taken at $100 par value. 

In cases where a substantial amount of the 
account is in stock of no par value, a special 
rate may be applied, according to the value of 
the stock. 

6. For making disbursements other 
than purchase of securities or remitting 
income : 
$10 for 40 checks and 25c. for each 
additional check per year. 

7. For statement of securities: 

Two statements of securities per 
annum included in the regular charge. 

For each additional statement fur- 
nished—a minimum charge of $2.50. 


SPECIAL CHARGES 
(Not for regular safe-keeping accounts) 


CLEARANCE CHARGES :— (EXCLUDING 
BANKS) 


1/32 to 1/16 of 1% of the par value 
of securities, depending upon the size 
and character of the transaction. Mini- 
mum—$2.00 per transaction. 


SPECIAL SERVICES WHERE A SPECIAL FEE 
SHOULD BE CHARGED 


1. Transferring securities belonging 
to an estate from the name of the de- 


ceased to that of the executors or bene- 
ficiaries under the Will. 

2. Transferring foreign securities. 

3. Exchanging temporary for definitive 
bonds of foreign issues. 

4. Exchanging talons detached from 
foreign stock or bond issues for new 
coupon sheets. 


Corporate Trusts—TInitial Fee 


If preliminary negotiations are in- 
volved,—if there is collateral to be re- 
ceived, if the trust indenture is executed 
in a large number of counterparts, if the 
“closing” involves the satisfaction of 
prior mortgages, the payment of prior 
issues, or the receipt and payment of 
outstanding obligations, such as prom- 
issory notes, etc., and/or the delivery of 
certain bonds of the issue against cash 
or otherwise in accordance with the in- 
structions of the obligor, or, in other 
words, wherever the opening of the 
trust has resulted in more work to the 
trustee than the mere execution of the 
trust instrument in a small number of 
counterparts,—there should be charged 
an initial fee of $100 or more, the exact 
amount to be arrived at by an appraisal 
of the services rendered. 


Certification Charges 


For the authentication of temporary 
bonds in large denominations against 
which trust receipts, interim receipts, 
OL) DAnKersuume LeCelpiSummarcmmmIsslieds 
or for the authentication of large tem- 
porary bonds which are to be used as 
collateral to a note issue, or a parent 
company bond issue, for bank loans, 
which are to be held in the treasury of 
the company, or otherwise :—$100 for 
the first $1,000,000 par value; $50 for 
each $1,000,000 par value in excess there- 
of, with a maximum fee of $1,000. 

For the authentication of temporary 
bonds or notes in small denominations: 
30 cents per $1,000 par value bond or 
note; 20 cents per $500 bond or note; 
10 cents per $100 bond or note. 

For the countersignature or registra- 
tion (for identification as to issuance) 
of temporary or definitive bonds or 
notes in denominations of $1,000, $500 
or $100, 25 cents per signature. 

For the issuance oi bankers’ receipts, 
interim receipts, or trust receipts, against 
the deposit of bonds, 50 cents each; 
against cash, 25 cents each, if cash re- 
mains on deposit 10 days or more, other- 
wise 50 cents. For assorting, listing and 
cremating banker’s receipts interim re- 
ceipts and trust receipts, and interest 
warrants detached therefrom, charge the 
regular cremation rates. 

The minimum charge for the certifica- 
tion of an entire issue of bonds or notes 
should be $250 except for so-called “real 
estate” mortgages on single parcels for 
which the minumum is $100. 

For the authentication of definitive 
bonds or notes: 50 cents per $1,000 bond 
or note; 30 cents per $500 bond or note; 
20 cents per $100 bond or note. 
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Schedule of Fees for ‘Trust Services 


Annual Fees 


(a) For ordinary services as Trustee 
of unsecured note or debenture issues, 
where there are no periodic duties other 
than general to be performed: by the 


Trustee: 

On author. issues up to $50,000, par value, $50 

On authorized issues, 500,000 to $1,000,000. 75 

On authorized issues, 1,000,000 to 3,000,000, 100 

On authorized issues, 3,000,000 to 5,000,000, 150 
Over 5,000,000, 250 


(b) For ordinary services as Trustee 
of unsecured note or debenture issues, 
collateral trust, equipment trust inden- 
tures, or real estate mortgages, where 
there are specific duties to be performed 
each year by the Trustee: 


On author. issues up to $500,000...........$50 
On author. issues, $500,000 to $1,000,000, 100 
On author. issues, 1.000,000 to 2,000,000, 150 
On author. issues, 2,000.000 to 3,000,000, 200 
On author. issues, 3,000,000 to 5,000,000, 250 
On author. issues, 5,000,000 to 10,000,000, 350 
On author. issues, 10,000,000 to 15,000,000, 450 


Over 15,000,000, 500 

(It is to be understood that under indentures 
providing for the issuance of bonds in two or 
more series, the same rates will apply to each 
series as though it were a separate indenture.) 


For Holding Stock as Collateral 


Minimum annual charge of $25. 


SUOOMoL the: Wrst. s-). eset. $1,000,000 par value 
50 each on the next... 4,000,000 par value 
25 each on the next... 5,000,009 par value 

12.50 each on all above 10,000,000 par value 


4 

Possible services—Statements to Company 
and its auditors, vault space, substitutions, 
collections and disbursements, proxies. 

Nore: If the collateral is all in one piece or 
very few pieces, or if there is no activity or 
very little activity in connection with collateral, 
the above schedule should be cut in half, with 
a minimum annual fee of $25. 


For Holding Bonds as Collateral 


Minimum annual charge of $25.—1/40 
of 1% up to the first $5,000,000 principal 
amount per annum. 


$200 for each million on next $5,000,000 
prin. amt. 

150 for each million on next 5,000,000 
prin. amt. 

100 for each million on next 5,000,000 
prin. amt. 


50 for each million over 20,000,000 prin. amt. 
Possikle services—Statements to Company 
and its auditors, cutting and collection of 
coupons, or cutting, cancellation and delivery 
of coupons, substitutions, vault space. 
Note:—If the collateral consists of bonds 
which have been refunded and are stamped 
or cancelled—one-half, of the above charge 
should be. made, except that the minimum 
annual charge is to be not less than $25.00. 


For the holding alive in the sinking 
fund, the above fees should be charged 
if the coupons are to be cut semi- 
annually; if the coupons are not to be 
cut, one-half of the above charge should 
be made, except that the minimum an- 
nual charge should be not less than 
520. 

Temporary Bonds and Registered Bonds in 
large denominations are to be classed as stock 
and the charge for holding same to be one- 
half of regular stock collateral charge. 


Mixed collateral of bonds and stock to be 
charged at rate quoted on each class. 
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For Holding Uncertified Bonds 


Bonds held for future certification and 
delivery excepting bonds held for pur- 
pose of exchange for bonds of ~other 
denominations, a charge of $50 for each 
500 pieces so held, per annum. 


Purchases and Redemption 


For the redemption of bonds or notes 
at maturity, or by call as a whole of the 
entire amount outstanding. 1/40 of 1% 
of the principal amount of the bonds 
or notes redeemed, with a minimum fee 
of $25. 

For the purchase of bonds or notes 
for account of the sinking fund by ad- 
vertising for sealed offerings, or in the 
open market without advertisement, % 
of 1% of the principal amount of the 
bonds or notes so redeemed on the first 
$100,000 principal amount; 1/16 of 1% 
on the next $100,000 principal amount; 
1/32 of 1% on all over $200,000 princi- 
pal amount, with a minimum fee of $25 
tor each operation. 

For the redemption of bonds or notes 
by call by lot of part of the issue out- 
standing, 1/10 of 1% of the principal 
amount of the bonds or notes so re- 
deemed with a minimum fee of $25.00. 

In lieu of the above fees, funds so 
to be used in the purchase or redemption 
of bonds may be deposited with the 
Trustee without interest from one week 
to two weeks in advance of the date 
upon which they will first be subject to 
use, depending upon the character of 
the operation involved. 


(Continued from Page 440) 
MINNESOTA 


Minneapolis—Sixth Avenue State 
Bank, Capital, $25,000. President, 
Chas. B. Mills; cashier, A. O. Leuzinger. 


MISSISSIPPI 


Fulton—Itawamba County Bank. 
Greenwood—Security Bank & Trust 
Company. President, D. A. Linthicum. 


Missouri 


Kansas City—The Continental Nation- 
al Bank and Trust Company. Capital, 
$500,000. President, W. P. Hemphill ; 
cashier, J. C. Williams. 

West -Plains—Union 
Capital, $35,000. 


State Bank. 


NEw JERSEY 

Cranford—The First National Bank. 
Capital, $100,000. President, John E. 
Fisher ; cashier, Frank G. Newell. 

Jersey City—Bergen National Bank 
of Jersey City. Capital, $250,000. 
President, John Warren; cashier, G. E. 
Bailey. 

Montclair—The Montclair National 
Bank. Capital, $100,000. _ President, 
a H. Creyk; cashier, W. R. Prall, 

ie 
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Corporate Agencies — (Transfer 
Agent (Stock) 


(Minimum Charge, per Annum) 


Charges are based on (a) number of ac- 
counts; (b) number of certificates; (c) num- 
ber of agencies; 

For the issuance of 500 certificates and 
maintaining of 500 accounts, or any 


part there (Ol 4 cruise keene se sites $500.00 
For issuance of additional certificates, 

COACH of ietelejsizis sauce, + srehe ie alse Riemvers se ean ar) 
-For the maintaining of additional 

accounts, ‘each Gal cicleeatemere cetemeis sete -50 
For furnishing reports of daily trans- 

fers to cotransfer agencies, addi- 

tional charge per agency per annum 200.00 
For each out-of-town certificate posted, 

debit. OF “CrEdibin ds sc slewlere aistes's'caene 10 
For posting out certificates on the f 

closing of a transfer agency or the 

retiring of stock—per certificate.. 124% 

STOCKHOLDERS LISTS 

One list is furnished without charge 

for each class of stock; for additional 

lists, for each 1,000 accounts ..... 25.00 
For additional copies of lists, for each 

{000 Maccounts’ ts. 2. scometee ae so oeke 12.50 


REGISTRAR (STOCK) 
(Minimum Charge, Per Annum) 


For registration of 500 certificates . 250.00 
For registering each certificate in ex- 

Cessof 500! iiats:. cuusateeie acrstete sleds at) 
For each co-registrar in other cities .. 125.00 
For posting out certificates on the clos- 

ing of a registrar agency or retiring 

of stock, for each certificate ..... 07% 

DIVIDEND DISBURSING AGENT 
For each dividend— 

Isto) 250 ichecksir..teaterdarcred ole. 62.50 
251 sto S00Uchecksiiox crcretecesretesste 100.00 
501 tore7SOMchecks a5 a cerecner SA TIZ.00 
751to 000 Feheeks a ccrtersen sels aie 150.00 

For each check over 1,000.......... 12% 


New Banks Organized 


Paterson—Riverside Trust Company. 
Capital, $100,000. 

Weehawken—Park ‘Trust 
Capital, $100,000. 


Company, 


Wyckoff—The First National Bank of ' 


Wyckoff. Capital, $25,000. President, 
John B. Zabriskie; cashier, Richard E. 
Lawlin. 


New York 


New York—The Rockaway Beach Na- 
tional Bank. Capital, $200,000. Presi- 
dent, John Jamieson; cashier, George 
Bender. 

Port Morris—Port Bank. 
Capital, $100,000. 

Sheepshead Bay—Bank of Sheepshead 
Bay. Capital, $100,000. 


Morris 


NortH Carolina 
‘Pineville—Merchants & Farmers Bank. 
Capital, $15,000. President, W. B. Mea- 

chum; cashier, L. E. Downs. 


NortH DaKkoTa 


Cogswell—Bank of Cogswell. Capi- 
tal, $15,000. President, W. S. Lauder; 
cashier, L. P. McAneney. 

Donnybrook—First National 
Capital, $25,000. President, Julius Ros- 
holt; cashier, Fred M. White. 


‘if given 30 days free use of the funds. { 


Bank.» 
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SPECIAL WORK 
For addressing envelopes, per 1,000.. 10.00 
For adddressing envelopes, folding and 
enclosing one report or circular, 
including stamping envelopes, mail- 
ing etc., per 1,000, catenin eats 
For addressing envelopes, folding and 
enclosing more than one enclosure, 
stamping envelopes, mailing, etc. .. 
If duplicate names of holders of 
more than one class of stock are to 
be eliminated, an extra charge of 
25% is to be made. 
Other special services by appraisal. 


20.00 


25.00 


TRANSFER AGENT (BONDS) 


Principal only 


Minimum charge (per annum).... $50.00 
For each bond registered or trans- 
fered in excess of 100 bonds in 
atry (One yeh 1s. caesiee rote tere uietee 30 
Principal and _ interest | 
Minimum charge (per annum) $100.00 | 
For each bond issued in excess of — | 
200 “in; any, (onevyear = -eueeriece -50 | 


FEES FOR PAYMENT OF COUPONS OR REGISTERED 
INTEREST 


Y% of 1% of amount involved, or no charge | 


Y% of 1% of amount involved in case of 
municipal issues, or no charge if given 15 | 
days’ free use of the funds.- : i 

In each case, there should be a minimum | 
fee of $10 per annum. : 


FOR ACTING AS FISCAL AGENT TQ MAKE RETURNS 


TO INTERNAL REVENUE COLLECTOR 
i 


1/16 of 1% of the amount involved, in 
addition to the coupon payment fee. | 

Where the Bank or Trust Company acts as 
both Coupon Paying Agent and Fiscal Agent | 
there should be a minimum charge of $25 per _ 
annum. i 

Note:—The cost of all stationery such as | 
binders and ledger sheets, transfer and regis- 
tration sheets, window receipts, checks, paper | 
used for lists, etc., and disbursements, such 
as postage and insurance, are to be added to | 
the regular charges for services as Transfer | 
Agent or Registrar. s 


OHIO 

Ravenna—First Savings Bank & Trust 
Company. (Succeeding Ravenna Na-_ 
tional Bank.) Capital, $125,000. Presi- — 
dent, R. B. Carnahan; secretary, F. L.7 | 
Shahl. .| 

Wellston—Milton Banking Company. 
Capital, $100,000. President, Ed. T. 
Evans; cashier, Clark B. Cleveland. 


OKLAHOMA 
Clarita—Farmers State Bank. Capi- 
tal, $10,000. President, T. A. Bryan; ~ 
cashier, D, K. Snyder. ; 


OREGON 


Vale—The Vale National Bank. Capi- — 
tal, $50,000. President, H. R. Dunlop; 


cashier, Ralph A. Holte. fi 
: 
PENNSYLVANIA ‘ 


Boyers—State Bank of Boyers. a 
Freeport—Freeport Trust vali 


Capital, $25,000. 
Millvale—Keystone Bank of Millvale. — 
Capital, $50,000. ‘ 
Noxen—Tanners Bank. Capital, $25,- | 
000. President, W. B. Bailey; cashier, 7 } 


Clarence Boston. j 
- i 


(Continued on Page 453) 


Attachment of National Bank 
Stock 


While a national bank cannot ac- 
quire a lien upon its stock for in- 
debtedness of a stockholder nor 
prevent transfer of the stock, it can 
attach the stock for his indebted- 
ness; but if the stock has been 
transferred by indorsement and de- 
livery, to a bona fide transferee, 
though not transferred on _ the 
books, the rights of such transferee 
would be superior to those of the 
bank as attaching creditor. 

From Arizona—We had in the em- 
ploy of this (national) bank a man 
who was acting as vice-president and 
director. This man left the employ 
of this bank, the bank holding notes 
which are due from this employee in 
‘the sum of $2600. As a director it 
was necessary for him to own ten 
shares of stock unpledged. The notes 
are due and this debtor claims he is 
unable to pay the indebtedness, not 
denying the debt itself. He refuses to 
make disposition of the stock for the 
protection of the bank, claiming that 
it belonged to his sister of whom he 
borrowed the money to pay for the 


_ stock. The stock remains in his name 


| 


on the books of the bank and we have 
received no notice of pledge or request 
of transfer. 

Can the bank attach the stock? What 
procedure should be followed to obtain 
the stock for the protection of the 
note? Can the attachment be enforced 
as against a claim that might be set 
up that this stock was in the hands 
of an innocent third party? Should the 


, notes now held by the bank be sold 


to an individual and suit be brought 


in the individual’s name and the stock 


| 


} 
| 
| 
} 
| 


sold under a judgment, if obtainable? 

Under Section 5201 United States 
Revised Statutes, which prohibits 
a national bank from making a loan 
upon the security of its own stock, 
and from purchasing or holding 
such stock unless necessary to pre- 
vent loss upon a debt previously 


_ contracted, it has been held that a 


national bank cannot acquire a lien 
on its own stock nor prohibit trans- 
fer of the stock by a stockholder 
who is indebted to it. Bank v. 
Lanier, 11 Wall. 369; Bullard v. 
National Bank, 18 Wall 589. It has 
_ been held, however, that this section 
does not forbid the shares of the 
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stockholder to be attached for his 
indebtedness to the bank. Hagar 
v. Union National Bank, 63 Me. 
59. It has been held that there 
is nothing in the Constitution or the 
laws of the United States which 
forbids the seizure or sale under 
the state law of stock in a national 
bank (Braden’s Estate, 30 Atl. 
(Pa.) 746) and such shares of 
stock may be sold on execution 
where such sale does not interfere 
with the operation of the bank as 
a Government agency. Oldacre v. 
Butler, :23790,. (Alagyeo: 

It would seem that your proper 
procedure therefore, would be to 
bring an action against your stock- 
holder for the amount of his in- 
debtedness to you and attach the 
stock or cause it to be levied upon 
in the execution of a judgment. 
The stock, you state, remains in his 
name on the bank’s books and if 
the stock is still owned by him at 
the time of the levying of an at- 
tachment or execution, it can be 
subjected to payment of your claim. 

If, however, the stock belongs to 
another or if he has transferred 
same to an innocent purchaser, the 
attachment or execution would not 
avail because an attaching creditor 
takes no greater rights than pos- 
sessed by the debtor. 

In some states, and I believe, by 
statute in Arizona, a transfer of 
stock upon the books of the com- 
pany, is essential to protect a trans- 
feree against a bona fide creditor 
without notice, who attaches the 
stock as the property of the person 
in whose name it stands on the 
company’s books. But the statu- 
tory rule in the majority of the 


- states is that a transfer is valid 


against creditors though not en- 
tered upon the books. The state 
statutory provision would not ap- 
ply, however, to national bank stock 
and under decisions of the United 
States Supreme Court, I believe 
that the transfer of national bank 
shares carries full title to the trans- 
feree, without the necessity of book 
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transfer. Johnston v. Laflin, 103 
U. S. 600; Cecil National Bank v. 
Watsontown Bank, 105 U. S. 217. 
If, therefore, the stock in ques- 
tion, although standing on your 
books in the name of the stock- 
holder who is indebted to your 
bank, has been transferred by in- 
dorsement and delivery to an inno- 
cent purchaser for value, or really 
belongs to the sister of your stock- 
holder, you cannot subject it, 
through attachment, to payment of 
his debt; but if it is still the prop- 
erty of the indebted stockholder, it 
can be so subjected by attachment. 


Discount of Unindorsed Note 
With Guaranty 


A bank discounting a note for 
the payee, unindorsed by the latter, 
but with separate guaranty of pay- 
ment, acquires the instrument sub- 
ject to the maker’s defense against 
the payee, if any, and such form 
of transaction would not seem as 
desirable, from the bank’s stand- 
point, as one requiring the payee's 
indorsement upon the note, in 
which case there would be fuil re- 
course against both maker and 
payee m event of non-payment, un- 
less in any case the bank is satis- 
fied with the credit of the payee 
and does not rely on the credit of 
the maker. 

From New York—A wate presented 
for discount, by a large corporation, 
carries no indorsement by payee, on 
the instrument itself, but attached to 
note is a complete description of the 
obligation, with payee’s signature, guar- 
anteeing payment to discounting bank, 
in full, in case of default of maker. 

Is this form of indorsement_ consid- 
ered binding in all states, and would 
you consider it as legally binding, as 
if the indorsement formed part of the 
instrument? 


So far as recourse upon the cor- 
poration payee is concerned, the 
bank could hold it liable upon its 
guaranty of payment, in case of 
default of the maker of the note 
equally as if the corporation had 
indorsed the note. As indorser of 
the note, the corporation would be 
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liable provided there was due de- 
mand and notice of dishonor while 
under its guaranty it would be lia- 
ble upon non-payment without the 
condition that the necessary pro- 
ceedings upon dishonor were duly 
taken by the bank. 

But with respect to recourse up- 
on the maker of the note, the de- 
livery of an unindorsed note with 
guaranty of payment by the payee 
would not be as advantageous to 
the bank as the taking of the note 
under indorsement of the payee. 
If the note were indorsed to the 
bank before maturity, it could en- 
force same against the maker free 
from any defense that the latter 
might have against the payee cor- 
poration while a transferee of a 
note without indorsement would 
take the note subject to the maker’s 
defense against the payee, if any. 

The taking of a note by regular 
indorsement, therefore, would give 
the bank recourse, in case of non- 
payment, both against the maker 
and indorser, while the taking of 
the unindorsed note with guaranty 
of payment, would give recourse 
against the payee upon its guar- 
anty, but not against the maker if 
he had any defense available 
against the payee. The form of 
transaction you submit, therefore, 
of an unindorsed note with guar- 
anty would not seem as desirable 
from the bank’s standpoint as if 
the indorsement of the payee was 
on the instrument, unless the bank 
is fully satisfied with the credit of 
the corporation payee and does not 
rely upon the credit of the maker 
of the note. 


Set Off by Bank of Stopped 
Check 


A gave his check to B which 
was purchased by a bank. A 
stopped payment of the check. A 
also carries an account with the 
purchasing’ bank which desires to 
know whether if has recourse 
against A wpon the check and 
whether it can charge it up to the 
maker's account. 

Opinion: The bank as holder in 
due course has recourse against A 
upon the check free from any de- 
fense available against B and the 
check being a lquidated demand 
can be set off by the bank against 
A’s account. 

From Florida—We cashed a check 
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on August 1 for $275, knowing both 
parties, for Mr. A. who is in business 
in our town and carries an account 
with us, the check being made payable 


~to Mr. B. This check was drawn on 


another bank in this town with whom 
A also has an account. The check was 
returned to us having been stopped by 
the maker. 

Question No. 1: Have we a legal 
right, being an innocent third party, to 
charge this check up to the maker, 
who carries an account with us? 

Question No. 2: If we do not have 
the legal right to charge this check up 
to the maker, have we a right to recover 
from the maker or must we look to the 
drawee? 


Taking up your second question 

first, the bank as innocent pur- 
chaser of a stopped check is a 
holder in due course under Section 
52 of the Negotiable Instruments 
Act and as such, under Section 57 
“holds the instrument free from any 
defect of title of prior parties and 
free from defenses available to pri- 
or parties among themselves, and 
may enforce payment of the in- 
strument for the full amount there- 
of against all parties liable there- 
on.” 
Your bank, therefore, has un- 
doubted recourse against the maker 
of this check; but not against the 
drawee, because under Section 189 
of the Negotiable Instruments Act 
a check is not an assignment “and 
the bank is not liable to the holder 
unless and until it accepts or cer- 
tikes) the "check. 

Having recourse against the 
maker of the check, your further 
question is whether, the maker also 
carrying an account with your 
bank, you have the right to charge 
this check up against his account; 
in other words whether you can set 
off his indebtedness upon the check 
against your indebtedness to him 
on the account. 

While the general rule is un- 
questioned that a bank may look 
to deposits in its hands for the re- 
payment of any indebtedness to it 
on the part of the depositor and 
may apply the debtor’s deposits on 
his debts to the bank as they be- 
come due, yet the rule is stated that 
the right of set-off exists only 
where the claim of the bank is cer- 
tain, definite and liquidated, or cap- 
able of liquidation by calculation, 
without the intervention of a jury 
to estimate the sum. Tallapoosa 
County Bank v. Wynn, 173 Ala. 
2/2, 055. So: 1Otiee Mekwanies. 
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Davis, 39 Ind. 109. The rule has 
been thus stated: The claims set 
off must be certain, 7. 
ready reduced to precise figures, or 
capable of being liquidated by cal- 
culation without the intervention of 
a jury to estimate the sum. Wil- 
mot. v. Hurd, 11 Wend. (N. Y.) 
584; Thompson v. Redman, 11 M. 
& W. 487. 


In Commercial State Bank v. | 


Van Hutton, 208 S. W. (Tex.) 
363, the court said: “If a party 
seeks to off-set one promissory note 
against the other, either note may 
be disputed; but each being certain 
in amount, one may be set-off 
against the other.” 

In the case submitted your bank 
is indebted to your customer for 
his ‘deposit and the customer is in- 
debted to your bank upon a check 
for a certain sum which your bank 
has acquired as an innocent pur- 
chaser. The customer may have 
some defense to make payment good 
against the payee but such defense 
is not available against a holder in 
due course. It would seem under 
the authorities that the bank would 
have a right of set-off in such case; 
in other words it would have a 


right to apply the deposit of its. 


customer towards payment of his 
indebtedness to the bank upon the 
check. 


Rights of Holder in Due Course 
of Stopped Check 


“4” gives his check to “B” im 

i : ‘Rw 
payment for an automobile. ‘B 
negotiates the check for value to 
a bank. “A,” learning that the au- 
tomobile was mortgaged, stopped 
payment. The bank seeks to re- 
cover from “A.” The transaction 
is governed by the law of Illinots. 
Opinion: Under the Negotiable 
Instruments Act, the bank is holder 
in due course of the stopped check 
and can enforce payment from “A” 
free from his defense of fraud 
against “B.” While Section 57 of 
the Negotiable Instruments Act de- 
fining the enforceable rights of @ 
holder in due course has been 
amended in Illinois to permit the 
defenses of fraud and circumven- 
tion even against a holder in due 
course, such fraud and circumven- 


tion it has been held must relate 


to the execution of the instrument 
rather than to the consideration for 
which it is given and the excep- 


e. either al- | 
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tion, therefore, does not apply to 
the present case and the bank has 
full enforceable rights against “A” 
free from his defense against “B.’ 


From Illinois—On August 9th, we 
cashed a check under the following 
circumstances; 
The drawer “O” and payee “W” came 
into the bank together and went to 
the check desk where “O” drew his 
check for $225 on The F. & M. Bank 
of another town, where he had an ac- 
count, payable to the order of ‘“W” 
“W” then indorsed the check; together 
they stepped to the paying teller’s win- 
dow and “W” presented the check for 
oo and same was ‘paid by us to 
a“ ” 
The maker of the check and the 
payee were both known to us and we 
had no hesitancy in cashing it inasmuch 
as we consider the maker of the check 
responsible and there being no question 
concerning the identification of the 
parties. 
After taking the check in due course, 
we forwarded it through the usual 
channels for collection and it was re- 
turned to us on account of payment 
having been stopped by “O.” I immed- 
iately got in communication with “O” 
in order to effect a settlement of the 
check and he informs me that the check 
was given for the purchase of a Ford 
automobile and after the check had 
been cashed by us and previous to its 
being presented at the bank on which 
it was drawn, he, “O,” discovered that 
the car which he had bought was cov- 
ered by a chattel mortgage, said mort- 
- gage being given to “M” of another 
_ town, in the amount of $250, where- 
upon “O” stopped payment of the check 
_ and refuses absolutely to refund us the 

money which we paid to “W” on the 
_ check in his presence. 

I am advised by the F. & M. Bank 
that “O” has sufficient: money on de- 
posit to cover the check. 

“W” is irresponsible, has no prop- 
erty of any kind and his present where- 
abouts to us are unknown. 

_ Would be pleased to have your opin- 
ion on legal status of this matter and 
_ proper course to pursue to recover our 
money and any further information you 
may be able to give us which will 
_ enable our attorney to more vigorously 
| Prosecute this case. 


Wethe bank in this case was a 
holder in due course of the check 
which it purchased from the payee 
under Section 52 of the Negotia- 

_ ble Instruments Act and under Sec- 

tion 57, in states other than IIli- 

_-NOis, would have full enforceable 

_ tights against the drawer free from 
any defense which he might have 
against the payee. 

_ But in Illinois the Uniform Sec- 

tion 57 has been changed to read 

(words in Roman are the Uniform 

Section and words in italics were 

| inserted by the Illinois Legislature) : 


a 
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Section 57. A holder in due 
course holds the instrument free 
from any defect of title of prior 
parties, and free from defenses 
available to prior parties among 
themselves except the defect and de- 
fense specified in Section 10 of act 
entitled “An Act to revise the law 
im relation to promissory notes, 
bonds, due bills and other instru- 
ments in writing,’ approved March 
18, 1874, im. force July 1, 1874, 
and except the defect and defense 
specified in Sections 131 and 136 
of an act to revise the law in rela- 
tion. to criminal jurisprudence, ap- 
proved March 27, 1874, in force 
July 1, 1874, known as sections 
131 and 136 of Chapter 38 of the 
Revised Statutes of Illinois, and 
may enforce payment of the instru- 
ment for the full amount thereof 
against all parties liable thereon. 

Section 10 of the act approved 
March 18, 1874 reads: 


“Tf any fraud or circumvention 
be used in obtaining the making or 
executing of any of the instruments 
aforesaid, such fraud or circum- 
vention may be pleaded in bar to 
any action to be brought on any 
such instrument so obtained, wheth- 
er such action be brought by the 
party committing such fraud or cir- 
cumvention, or any assignee of 
such instrument.” 


The question therefore arises 
whether the defense of the maker 
of this check, that he had discovered 
that the automobile for which the 
check was given in payment was 
covered by a chattel mortgage, is 
available against the bank as a 
holder in due course? 

Under the judicial interpretation 
of Section 10 it is well settled that 
the fraud which will invalidate a 
negotiable instrument in the hands 
of a bona fide purchaser before ma- 
turity and without notice must be 
such fraud as relates to the execu- 
tion of the instrument, and not to 
the consideration for it. Connolly 
v. Dammann, 232 Ill. 175; Martina 
v. Muhlke, 186 Ill. 327. In this 
case the court said: “It cannot be 
said that the execution of these 
notes was procured by fraud or 
covin, in the sense that would make 
the notes invalid. Plaintiff in er- 
ror executed the notes with full 
knowledge of just what they were, 
and there was nothing in the exe- 
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cution of them which could operate 
to bring them within the rule, 
which applies only to instruments, 
execution of which is obtained by 
fraud. The fraud necessary to 
thus invalidate must be fraud in 
obtaining the execution of the in- 
Strpmentaaoce aléo ) ionsion |v, 
Lehmann, 192 Ill. App. 578; Cart- 
inhour v. White, 157 Ill. App. 431; 
Sinnickson v. Richter, 140 Ill. App. 
212; Freehold Bank v. Kennedy 
&c. Co., 148 Ill. App. 310; Yeo- 
mansevs ane,. 101 Ty App. 223; 
Oregon v. Jennings, 119 U. S. 74. 

In the last cited case the Su- 
preme Court of the United States 
thus construes this statute: 


“No fraud or imposition was 
practiced on Potter or Marsh to 
induce them to sign these bonds 
and coupons. They knew what 
they were signing, and signed in- 
tentionally. The fraud or circum- 
vention intended by the statute, 
which only embodies a rule of the 
common law, is not that which goes 
merely to the consideration of the 
instrument, but it must go to the 
execution or making; and there 
must be a trick or device by which 
one kind of instrument is signed 
in the belief that it is of another 
kind, or the amount or nature or 
terms of the instrument must be 
misrepresented to the signer. No 
different ruling as to the statute 
has ever been made by the supreme 
court of Illinois, especially in a 
case where, as here, the holder of 
the instrument is a bona fide holder 
of it, before maturity, for a val- 
uable consideration, without notice. 
In Latham v. Smith, 45 Ill. 25, de- 
cided in 1867, in construing this 
statute the court said: ‘A fraud in 
obtaining a note may consist of any 
artifice practiced upon a person to 
induce him to execute it, when he 
did not intend to do such an act. 
_“Circumvention seems to be mere- 
ly, if not quite, synonymous with 
‘fraud.’ It is any fraud whereby a 
person is induced by deceit to make 
a deed or other instrument. It must 
be borne in mind that the fraud or 
covin must relate to the obtaining 
of the instrument itself, and not to 
the consideration upon which it is 
based. It is not fraud which re- 
lates to the quality, quantity, value, 
or character of the consideration 
that moves the contract, but it is 
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such a trick or device as induces 
the giving of one character of in- 
strument under the belief that it 
is another of a different charac- 
ter,—such as giving a note or other 
agreement for one sum or thing, 
when it is for another sum or 
thing; or as giving a note under 
the belief that it is a receipt.’ This 
ruling was followed in Shipley v. 
Carroll, 45 Ill. 285; Elliott v. Lev- 
ings, 54 Ill, 213; and Maxcy v. 
Williamson Co. Ct., 72 Ill. 207.” 

In the case submitted there was 
no fraud practiced by the payee 
upon the maker to induce him to 
sign the check in the belief that 
he was signing another or different 
kind of instrument. The fraud 
consisted in selling an automobile 
to which the seller could not give 
a clear title. It related to the con- 
sideration for which the check was 
given rather than to the execution 
of the instrument. It would seem 
under the interpretation of the Illi- 
nois statute that such a defense 
of fraud would not be available 
to the maker of the check as 
against a holder in due course and 
that the bank, under Section 57 of 
the Negotiable Instruments Act 
would have full enforceable rights 
against the maker. 


Debts Secured by Collateral Note 


A bank received from A his 
note, secured by collateral, depos- 
ited for payment of such note and 
“any other liability or liabilities of 
the undersigned to the holder here- 
of, due or to become due, or that 
may be hereafter contracted, wheth- 
er direct or contingent and wheth- 
er now or hereafter acquired.” The 
bank also owns the note of a cor- 
poration upon which A is mdorser. 


Opinion: The bank can hold the 
collateral, after payment of A’s 
note, as against his liability upon 
the corporation note. 


From Pennsylvania—Our collateral 
note, a copy of which we enclose here- 
with, contains a provision that the col- 
lateral is liable for any other liabili- 
ties of the maker to the holder whether 
direct or contingent, etc. One of our 
customers is the maker of a note with 
us with ample collateral and is the 
indorser on the note of a corporation 
of which he is president, which is not 
secured by collateral. In the event that 
he pays his collateral note and demands 
the return of the collateral, does our 
note give us the right to refuse his 
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demand, and to hold the collateral until 
the corporation note on which he is 
indorser is paid? We believe the cor- 
poration note is good but they are slow 
in getting a new statement to us, al- 
though they state they are willing for 
us to have it. 


The clause in the note submitted 
provides that the described collat- 
eral is delivered 


“As collateral security for pay- 
ment of this or any other liability 
or liabilities of the undersigned to 
the holder hereof, due or to become 
due, or that may hereafter be con- 
tracted whether direct or contin- 
gent and whether now or hereafter 
acquired.”’ 


The question is. whether, after 
payment of the debt evidenced by 
the collateral note, the collateral 
can be held by the bank as secur- 
ity for the note of a corporation 
upon which the maker of the collat- 
eral note is indorser. 


The collateral may be so held. 

In Mulert v. National Bank of 
Tarentum, 210 Fed. 857, one S$ 
made his collateral note to a Pitts- 
burgh bank reciting the deposit of 
collateral 

“For payment of this or any 
other liability or. liabilities of the 
undersigned to the holder hereof, 
now due or to become due or that 
may be hereafter contracted.” 


This note came by transfer with 
the collateral to another bank 
which also owned a note upon 
which S was liable as indorser. 
When S was adjudged bankrupt, 
the bank applied the collateral to 
the note originally owned by the 
Pittsburgh bank and claimed the 
right to apply the residue to the 
note on which § was liable as in- 
dorser, although such note was 
never owned by the Pittsburgh 
bank. The only question in the 
case was as to the meaning and 
scope of the word “holder,” the 
contention of the trustee of S be- 
ing that the liabilities secured by 
the collateral were those running 
only to the Pittsburgh bank, the 
original holder, and not to the 
transferee. The court upheld the 
right of the bank to apply the resi- 
due of the collateral upon the note 
on which S was indorser. There 
was no question but that the words 
“other liability or liabilities of the 
undersigned” included liability as 


‘which also owned certain notes ¢| 
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indorser of the note of another. 


A further case arising out of thi 
same bankruptcy is Torrance ¥ 
Third National Bank of Pitts 
burgh, 210 Fed. 806. A collatere 
note similar to that in the previou 
case was executed by S and G an 
created a joint liability. The not 
was given to a Pittsburgh ban 
and the collateral deposited wa 
jointly owned by both. The Pitts 
burgh bank transferred the not 
and collateral to another ban 


a corporation indorsed by G an 
S individually and _ successiveh 
In this case, the court held thé 
the individual liability of the 1 
dorsers of the corporation note 
was not covered by the jointl 
owned securities pledged for th 
protection of their joint note; thi 
the other liabilities referred 1) 
were of the same character as tl 
joint liability and that the naturi 
inference from the words “liabil 
ties of the undersigned” was thi 
the jointly owned securities we) 
pledged only for the joint liabilr 
of the two makers. The court di. 
tinguished the Mulert case sayir 
that case concerned an individu 
and not a joint note and presente 
a different question. 


The collateral note owned by yc 
is an individual note of the maki 
and not a joint note so that tl 
decision in the Torrance case do 
not apply. The note not only e 
pressly provides that the collater 
is deposited as security “for # 
payment of any other liability | 
liabilities of the undersigned to #1) 
holder hereof, due or to becon) 
due, or that may be hereafter 4 
tracted,” which language is simil 
to that in the notes in the cas 
cited, but further provides “wheth 
direct or contingent” which puts 
express language the agreement th; 
the liabilities covered are not ony 
direct liability as maker but al 
a contingent liability as indors¢ 
It would seem to follow that yo 
bank, after payment of the de 
evidenced by the collateral note « 
which your debtor is liable 
maker, can hold the collateral up! 
the note of the corporation up! 
which he is liable as indorser. 


ca 
- 
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Booklets for Every Bank 


HEN and why should a 

booklet be used? This is 

perilously like asking when 
and why should a man speak. Rea- 
sons multiply rapidly. There comes 
a time, even in the smallest bank- 
ing community, when the banker 
cannot speak personally to all his 
depositors. Then the booklet looms 
usefully on his widening horizon. 
It is not a thing in itself—it must 
be a part of himself. Like his per- 
sonal conversation, it will seek to 
create an opinion favorable to the 
bank, its personnel, its ideals, the 
policies it pursues, the particular 
industries it supports or the bonds 
which it recommends. 

What idea should dominate the 
booklet? I do not mean the sub- 
ject matter, but the way it is pre- 
sented. Perhaps the best answer 
would spring from definite ex- 
amples. 


A small bank, let us say, wishes 
to establish a friendly personal re- 
lationship with its community. It 
might attempt this by issuing an 
occasional booklet about itself and 
its officers, its “functions and facil- 
ities.” This is the all-too-prevalent 
way. Or, it might issue an occa- 
sional timely booklet—possibly of 
only four pages—about the com- 
munity itself, and its outstanding 
interests and personalities. The 
first type of booklet talks about the 
bank’s good will; the latter proves 
it by talking about others and by 
taking a tangible printed interest 
in others. In this spirit, though on 
a larger scale, a New York institu- 
tion which finances a large per- 
centage of our cotton exports, is- 
sued a highly interesting booklet on 
the entire United States cotton in- 
dustry. This was tangible evidence 
of its real interest in the affairs of 
one of its largest groups of de- 
positors. 

Another example—a bank has 
felt obliged to take an unpopular 
stand in not backing certain local 
enterprises. It can, in a booklet, 
explain its stand defensively—again 
the self-centered motive—or, it can 
publish a vigorous constructive 


| argument for a better channel of 


community effort. This displaces 
prejudice by a creative idea. It 


# 
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evidences leadership in ‘a practical 
and interesting way. 

Or again— the bank with a bond 
or securities department has an ex- 
cellent opening to follow up in 
brief, pungent bulletins the facts 
about industries whose securities it 
has helped to underwrite or’ dis- 
tribute. A bond customer cannot 
but be pleased to see the bank’s in- 
terest sustained even after the 
bonds are off its shelves. This 
creates a confidence which facili- 
tates future sales. The older meth- 
od of confining circulars to the date 
of issue has ceased to measure the 
full responsibility of a bank. 

The next pertinent question is, 
how can booklets and bulletins be 
written and distributed so as to at- 
tain maximum effect? The writing 
and distribution of booklets are 
inter-dependent. This is frequently 
forgotten until the booklet is in 
type; and the oversight is very 
costly. It can even nullify the 
greatest potential value of the pam- 
phlet. 


A well written booklet—no mat- 
ter what the subject—should yield 
abundant opportunity for capital- 
ization in at least three out of four 
major ways. 

It should have news value, so. as 
to receive mention in the local 
It should have complimen- 
tary value, so as to make plausible 
an advance distribution to certain 
influential persons or groups. It 
may often have statistical value to 
give it a permanent place in busi- 
ness offices. It must always have 
a general good-will value through 
maintaining at all times the point 
of view of the readers rather than 
the self-praise of the issuing bank. 
If the booklet is planned to have 
three or all of these values, its 
effective distribution becomes much 
easier. It ceases to be mere ad- 
vertising matter; it contributes 
something helpful to the com- 
munity; it commands attention 
through merit, and respect through 
lack of egotism. 

The creation of these values in 
a booklet is to a degree a matter of 
expert planning and writing. But 
it might be of some interest to 
analyze the sources from which 
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these values are apt to spring. 
Take, for example, that illusive 
quality called “news value.”’ It has 
no real mystery. The prestige of 
the bank itself lends news value to 
any statement it sponsors. The 
newness of the facts or opinions 
presented, the inherent timeliness 
of the subject discussed, the un- 
usual vigor and skill with which 
the bank sustains some special or 
novel idea, plan or policy—all these 
points contribute news value. 
Complimentary value is one of 
those hidden assets of a_ well 
planned booklet which may go very 
far to achieve the bank’s main ob- 
ject. For example, the printed ref- 
erence by name to an individual or 
group known to be working for the 
same objects as the bank itselfi— 
perhaps to have'a new state traffic 
road constructed—will often clinch 
the immediate active cooperation 
of that individual or group and 
likewise the permanent good-will. 


Whether or not a booklet can 
achieve statistical value will depend 
on its whole character and object. 
A booklet describing a paper mill 
might well present some conveni- 
ently arranged facts on the paper 
industry as a whole which would 
give it wider value and permanent 
importance for business reference. 

Good-will is the least tangible of 
all the values and, of course, the 
most important. Wherever possi- 
ble, bank booklets should try to 
leave the reader with the impres- . 
sion that they have helped him in 
one of his real problems—how to 
manage his estate, how to vote on 
a community issue, how to help 
some civic project, how to rescue 
profits from an uncertain stock or 
commodity market, whether or not 
to hold a recently purchased bend, 
how to start an export business, 
how to finance foreign shipments, 
how to estimate the business cycle, 
or, more intimately, how to set up 
a balanced family budget in the 
type of community the bank serves. 

It would hardly be true to say 
that these are random suggestions 
about bank booklets. They have a 
definite relation to the study which 
many alert banks have long given 
this subject. 


The Condition of Business 


S the various statistical reports 

appear, it is becoming increasing- 
ly evident that October was a month of 
remarkable activity in business and 
trade throughout the United States. 

In the field of industrial production, 
new records for the year were made. 
The output of pig iron was 2,637,000 
tons, the largest month’s production 
since 1920. The increase over Septem- 
ber was the largest month to month in- 
crease since March, 1918. Buying. by 
railroads, and automobile companies is 
largely responsible for the gain. 

Another record for the year was made 
in the activity of cotton mills, as meas- 
ured by the amount of cotton consumed 
in making thread and cloth, October 
consumption was 534,000 bales, exclu- 
sive of linters, a larger amount than 
was consumed in any other single 
month since June, 1920. 

The production of anthracite coal 
was nearly twice the September total 
and not far below what may be thought 
of as normal production. Bituminous 
production was also larger than in Sep- 
tember and well ahead of consumption; 
so that the stocks of coal in the hands 
of commercial consumers, as reported 
by the Federal Fuel Distributor, are 
noticeably larger than they were a 
month ago. The stocks on hand for the 
past 3 months have been as follows: 
September 1 


October 1 
November 1 


22,000,000 tons 17 days supply 
28,000,000 ‘“ Bin 5 re 


35,000,000 “ Zyyp se 


Prices of coal continued to be lowered 
somewhat. Copper, tin, zinc, petroleum, 
and cement were other commodities 
showing increased production in Oc- 
tober. 


Wholesale and Retail Trade 


Not only in the field of production 
but also in distribution, October proved 
an exceptionally active month. Whole- 
sale trade was excellent, and retail 
trade was active. A particularly en- 
couraging feature of trade was a marked 
recovery in the demand for goods from 
the West and South, reported both by 
wholesalers and retailers. The total 
sales of three great mail order houses, 
Montgomery Ward, Sears Roebuck, and 
the National Cloak and Suit Company, 
set 24 per cent. larger than in October, 


Higher Prices of Farm Products 


These evidences of a more prosper- 
ous condition in the farming districts 
of the country may be traced directly 
to a more adequate return to the farmer 
for his .products this year than last. 
From the middle of September to early 
in November, the prices of both wheat 
and cotton rose nearly thirty per cent. 
Wheat (number 2 red, Chicago) jumped 
from about $1 to $1.29, and spot cot- 
ton from about 20 to 26 cents. Eggs 
and dairy products have moved upward 
vigorously in price. When the gain 
in prices of corn, and other grains is 


taken into account, together with the 
good volume of the year’s production, 
it becomes clear that the return on this 
year’s crops will be not far from $2,- 
000,000,000 larger than last year. 

It is true that there has been some 
increase in the prices of certain articles 
which the farmer must buy, but on the 
other hand, for purposes of paying in- 
terest, or rent, or repaying borrowings, 
this year’s dollar is just as big as last 
year’s, and the good return this year 
will do much to pull the farmer back 
towards a_ better economic _ status. 
Prices of farm products remain lower, 
relative to pre-war prices, than are 
prices of other commodities, but the 
situation is at least improved. 


Price Level Higher 


In general an upward movement of 
prices accompanied the active produc- 
tion and distribution of goods in Octo- 
ber. Fuel prices were the chief excep- 
tion to the movement, and late in the 
month prices of pig iron were off some- 
what. But most other groups advanced. 
The Department of Labor index num- 
ber, which is the best index of the 
general level of wholesale prices, moved 
from 153 to 154, (1913 average = 100 
per cent.) Bradstreet’s index, on the 
other hand, which is made up from 
fewer commodities and is more volatile, 
rose nearly 7 per cent., the largest in- 
crease since the war period. 


Cost of Living Starts Up 


Prices of basic commodities began 
creeping upward more than a year ago, 
when the recovery from the extreme 
low point of the industrial depression 
began. This increase has continued ever 
since, and has gradually spread to other 
kinds of commodities. The past. two 
months have been the first, however, 
when the retail prices entering into the 
cost of living felt the increase. 

Of course, a 30 per cent. rise in wheat 
and cotton is almost sure to be reflect- 
ed eventually in higher prices of food 
and clothing. But retail prices are 
slow to respond to wholesale price 
movements. The latest increase in the 
cost of living figure, which is announced 
each month by the National Industrial 
Conference Board, is a gain of 1.7 per 
cent. from August 15 to October 15. 
The latest level and the changes in the 
past two months in the different groups 
making up the index have been as 


follows: 

Cost oF Livinc (National Industrial 

Conference Board) 

Item Aug. 15 Oct.15 % Change 
Food. 139 143 +2.9 
Clothing 153 157 + 2.6 
Shelter 165 165 0 
Fuel and Light 181 187 +3.3 
Sundries 172 12 0 
All Items 154.5 157.1 +1.7 


Recent changes are illustrated by the 
two accompanying charts prepared by 
the Federal Reserve Bank of New York. 
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Wages and Employment 


Along with increased production, and 
higher prices, has gone largely in- 
creased employment, and a more marked 
tendency than in the past few months 
toward a shortage of labor, particularly 
of unskilled labor. A survey of the 
United States made by the United 
States Department of Labor shows that 
between October 1 and November 1, 
employment increased in 12 out of 14 
major industries. In 56 out of 65 cities 
reporting, there were gains in employ- 
ment. ‘The various reports indicate that 
the number of persons employed in in- 
dustries in the country is now somewhat 
in excess of the number in 1914, but is 
not as large as in the war period, or in 
1920. It seems curious that we should 
now be experiencing a shortage of labor 
for industrial plants, when the number 
employed is still smaller than in the war 
years. The situation may be partly ex- 
plained by the absorption of many work- 
ers in garages, miscellaneous trades, and 
in the distribution of goods. For two 
years, the increase in the labor supply 
from immigration has been almost en- 
tirely cut off. In fact, a computation 
made by the “Index” published by the 
Associated General Contractors of 
America, shows that during the 13 
months to July 31, 1922, the net addition 
to the population through immigration 
was almost entirely in non-workers, and 
that in the 13 months 65,000 more labor- 
ers left the country than came in. Thus 
the supply of common labor lost rather 
than gained through immigration. 

The shortage of labor is important 
not simply as an indication of renewed 
industrial activity, but as a_ possible 
limiting factor on further industrial ex- 
pansion. Wages have risen as the:short- 
age has increased, adding largely to the 
cost of production. A good many in- 
dustrial concerns have, moreover, found 
it difficult to secure the workers they 
need. The labor shortage is one ele- 
ment in the industrial situation which 
is being watched with great care by in- 
dustrial leaders. 


Car Shortage 


$e ee eS 


A second possible limiting factor im 
the expansion of industry is the short- | 
age of transportation facilities. During 
the past month, this situation has under- 
gone two changes. 

In the first place, the volume of traffic | 
has been exceptionally heavy, and the 
peak of fall traffic was reached a week 
or two later than is usually the case. 
This is illustrated by the following 
figures for car loadings for the past 


and for some weeks loadings have been 
larger than the heavy loadings of 1920. 

These heavy car loadings resulted 
in an increased shortage of freight cars 
as the month of October progressed, so 
that by October 30, the requisitions for 


| 
| 
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cars were 180,000 larger than the avail- 
able supply. Early in November, a 
movement began in the other direction. 
With slightly smaller traffic, and in- 
-creased efficiency in handling cars, the 
shortage was slightly reduced by the end 
of the first week in November. 


Car Loapincs—(Millions of cars) 


Week 

ended 1920 1921 1922 

October 7 1,012 900 968 
14 1,019 911 983 
21 1,009 965 1,004 
28 981 951 1,014 

November 4 916 838 995 
11 928 756 954 


Gradually increased efficiency in hand- 
ling freight during the fall is indicated 
by the latest operating figures which are 
for the month of September. These 
indicate that the average freight car load 
was increased from 25 tons in July to 
more than 27 tons in September, and 
the average daily car movement from 
21 miles in July to more than 24 miles 
in September. There has, moreover, 
been a steady reduction in the number 
of cars and locomotives awaiting re- 
pairs. 

In judging the seriousness of the car 
shortage situation for the future, it is 
well to bear in mind that freight traffic 
normally decreases rather steadily dur- 
ing the late fall, and that still further 
progress may be made in the efficient 
loading and routing of cars. The fact 
that the railroads have been able this 
fall to handle shipments practically equi- 
valent to the 1920 volume without any 
more serious difficulty than has been in- 
curred, is encouraging. 


Money and Credit 


The exceptionally active business of 
October was reflected in rising interest 
rates, some expansion of the volume of 
money in circulation through additional 
issues of Federal Reserve notes, and in- 
creases in bank loans. Between the first 
of September and early November, the 
interest rate on prime commercial pa- 
per in the open market rose from 4 
per cent. to 434 per cent. In the early 
weeks of November, however, interest 


rates have remained steady, and there 


has been little further increase in note 
fcinculation or bank loans: In fact, 
looking back over the period of twelve 
to fourteen months during which busi- 
ness has been recovering from the low 
point of the depression in 1921, the sur- 
prising thing is that expanding business, 
and rising prices have had so little in- 
fluence on the credit situation. This may 
be explained partly by the fact that 
continued liquidation of loans has 
partly offset needs for new funds, and 
also partly by the fact that business is 
now being done on a conservative basis. 
Dealers are slow to make commitments 
for the future. Department stores, for 
example, are carrying much smaller 
stocks in relation 10 their sales than is 
usually the case. There has been some 
tendency recently for merchants to pur- 
chase more freely, but it remains true 
that business is being done without as 
much call for credit as usual. 
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Is There Inflation? 


Because of the recent increases in 
prices, and some increase in bank loans, 
it is sometimes said that we are enter- 
ing a period of inflation. The difficulty 
seems to be in securing an adequate defi- 
nition of what inflation means. Strictly 
interpreted, inflation is an extension of 
credit or currency which is not justified 
by the activity of business. The fact 
appears to be today, that the activity of 
business is running ahead of the ex- 
pansion of credit or currency, rather 
than behind it. With the vast credit re- 
sources now at the country’s command, 
the danger of inflation, of using more 
credit than is warranted by an actual 
production and transfer of goods, is 
great. The large imports of gold also 
offer a continual temptation to expan- 
sion. It is the wisdom or lack of wis- 
dom in the use of these credit facilities, 
which determines whether we have in- 
flation or not, and at present, the atti- 
tude of business, with some outstanding 
exceptions, appears to be wisely con- 
servative., 


Treasury Finances 


From the point of view of the bank- 
ing interests of the country, one of the 
most interesting developments of the 
past weeks was the successful sale of 
the offering by the Treasury Department 
of a sum of $750,000,000 long term 4% 


COST of 
LIVING 


pane 
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100 aucr 104 ; | 
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Food, Shelter, Clothing 


per cent. bonds. The issue was well 
oversubscribed, and carries to a still 
further stage the Treasury’s program 
for refunding the short-dated debt. In 
May, 1921, the Treasury faced the prob- 
lem of meeting maturities consisting 
mostly of Certificates of Indebtedness, 
and Victory Notes, amounting to $7,- 
500,000,000. This problem has gradually 
been largely met by 6 issues of Treasury 
notes, and the latest issue of long term 
bonds. In each case, the securities have 
been sold without any marked disturb- 
ance to the money market, and at rates 
favorable on the whole to the Govern- 
ment. One notable feature of the new 
issue was the large proportion of the 
cash subscriptions which were for sums 
of $10,000 or under. The total amount 
of bonds allotted of this size was more 
than $325,000,000. This large subscrip- 
tion for bonds of comparatively small 
amounts may be taken, along with large 
sales by department stores, and in- 
creased earnings in industry, as a sign 
of a wide-spread distribution of pur- 
chasing power throughout the popula- 
tion of the country. 


Automobile Purchases 


A continued heavy manufacture of 
automobiles carries with it further im- 
plication of wide-spread individual pros- 
perity. From the production figures 
thus far available for 1922, it is esti- 
mated that the total production of auto- 
mobiles and trucks this year will be in 
the neighborhood of 2,500,000. The fol- 
lowing table shows how this year’s pro- 
duction compares with the production of 
previous years: 


AvutTomoBites MANUFACTURED IN THE 
NITED STATES 

TOUS cpetrcnctecote one ee erecr: 485,000 
LOU We percctater ct cece tec 569,000 
LO USN trerscie a apeintetons ote eis 893,000 
TOTO teres nics ei ee 1,584,000 
T/A bus Senne gat 5 es 1,869,000 
TOL BIE EY Seen aoaters ol cae uae cehe don: 1,154,000 
LON OMe erate cate a ote net Genes 1,974,000 
LOZ OME cectchers tote one teeter herein 2,205,000 ¢ 
nUOPEU IS “© eed ARE DLC CRS GL UE Gin ae 1,680,000 
LO QOS he tt ceake elses tun tise niche 2,500,000* 


* Estimated. 


Fiftieth Anniversary 


The Fiftieth Anniversary Committee 
of the American Bankers Association as 
re-appointed by President Puelicher is 
as follows: 

Chairman Lewis E. Pierson, Chair- 
man of Board, Irving National Bank, 
New York City. 

Lyman J. Gage, Point Loma, Califor- 
nia. 

Myron T. Herrick, U. S. Ambassador 
to France, Paris. 

Thomas B. McAdams, vice-president 
Merchants National Bank, Richmond. 


as 

Logan C. Murray, vice-president Har- 
riman National Bank, New York City. 

George M. Reynolds, chairman of 
board, Continental and Commercial Na- 
tional Bank, Chicago, Ill. 

E Swinney, president First Na- 
tional Bank, Kansas City, Mo. 


NEW advance in trust company 
resources is shown in the total 


figures just 
United States 


Mortgage 


published by the 


and 


Trust Company of New York in the 
twentieth annual edition of “Trust Com- 
panies of the United States.” 

A careful study of the recapitulation 
of resources and liabilities by states 
shown herewith reveals many interest- 
ing changes in trust company resources 


in different parts of the 
country. The figures for 
vhis year are of excep- 
tional interest because oi 


gree during the new century. 


rust 


Company resources 
United States for the year ending June 
30, 1922 were $12,739,620,733, thus estab- 
lishing a new high record, and effectu- 
ally offsetting the loss shown in 1921 
compared with 1920. 
ceeds that of last year by over $416,000,- 
000 and is greater by $287,743,000 than 


in 


The total ex- 


the previous high mark of 1920.” 


The 1922 volume contains 648 pages. 


the 


TRUST COMPANY DIVISION 


First Century of Service Completed 


In addition to the detailed statements of 


2372 


reporting companies which 
carefully classified in alphabetical order 
by states, cities and companies, there 
are also given a digest of state regula- 


are 


tions and condensed tables showing the 


five years 


and prestige of these companies, 


growth of trust companies for the past — 


. In estimating the power 


it 


should be borne in mind that the total 
of nearly thirteen billions of banking ~ 


| 
| 


RECAPITULATION OF ASSETS AND 


the fact that 1922 marks | ASSETS 
the one hundredth year eS 5 Sap taunt eee Boal pane Notes ‘Cash on Hand | Real Letate, Bank- Other 
of trust company service zo 3 Stocks and Bonds and Mortgages __ and in Banks ing Houses, Etc. Assets 
in the United States. Alabama ..... 33) $2,719, 838.65] $29, 600,213.86] — $9,164,996.08] $2,299, 151.85 $37,771.38 
The total resources Arizona...... 12 1,182,743.70 6,540,441.60 2,067,813.85| | 412,258.78 317,603.75 ! 
for the year ending Arkansas... | 40 3,136,713.82|  35,205,723.33] 10, 925,993.80] 2,361.174.80 438,680.76 
June 30 were $12,739,- California....| 26| 2832,360,695.61| 478, 161,063.55] 129,756,406.62|  27,900,5°4.65| 11,653,081.59 
620,733 against $12,323,- Colorado. .... 19  18,621,263.50] — 27,940,340.68] 10, 114,995.22] 1,698, 156.09 358,799.49 
430,513 last year, and ag- Connecticut ..|. 75] 42,235,717.81] 105,795,059.44|  22.988,474.51| 6,598,584.92] 8,848,974.10 
gregate deposits for the Delaware..... 15}  12,169,884.93] 25,296, 247.52 5, 225,982.50) 1,987,041.39 441,341.51 
first time exceeded $10,- Dist. of Col...| 7]: 18, 200,333.99]  41,268,310.24 9,117,911.25) 8,800,107.53 727,158.92 = 
000,000,000. New York  florida....... 30| _—-'7,836,324.98] 21,916, 795.87 8,412,843.37| 1,795,949.40 61,601.63 
State reported a total of - Georgia...... 18 6,109,223.45] 29,183,201.81 7,407,200.95| 2,208,374.'72 866,979.69 
en eae eee or a gain fHawaii....... 6 1,175,974 83 3,851,441.28 1,105,779.55 223,046.98 276,088.53 
fe) ne $227,000,000. fdaho tes. 9 1,757,356.83 4,507, 712.82 2,365,271.21 478,868.98 29,383.89 
he states showing the [Ilinois....... 102} 265,990,294.94] 701,829,052.38] 234,862,389.43) 17,148,580.53) 43,712,066.48 
argest gains for the f[ndiana. ....| 166)  42,262,572.27] 188,994,954.97|  30,908,750.10| 10.403,075.14]  9,862,198.46 
as in order, New  fowa......... 93| 12,954,857.90]  64,041,607.80}  12,176,112.14, 2,551,314.84, 2,670,459.61 — 
or ens Iili- Kansas....... 13 2,233,553.50|  10,815,'719.11 1,382,090.78 443,239.42}  1,028,387.15 
ee $ ee ee ond Cali- Kentucky....| 60|  15,678,773.44| 47, 358,161.72 8,704,895.18) 2,617,716.20| 1,145,931.63 
re ut 292,000 ; New [Louisiana ....| 53) — 28,925,242.79] 154,385,476.61|  52,350,879.96| 13,993,482.75]  2,053,634.98 
eee $ fi EE Mary- Maine...... .| 54}  49,827,718.71|  65,590,473.82 9,628,787.11}  2,006,963.67} 1,141,563.50 
7 $34,222,000; Massa- Maryland..... 28]  56,615,699.83}  99,802,165.01]  44,814,777.58] 5,659,159.36| 2,234,825.59 
€ i be s : Sipe een Massachusetts | 101) 145,908,167.11] 497,859,253.34| 104,927,225.28] 16,289,144.73) 21,140,357.76 
Shree a 297,000;  Michigan..... 11}  10,409,487.42}  26,998,263.85 9,518, 144.20 890,064.92] 2,039,682. 15 
NEE 294,000. The Minnesota....| 25  16,071,918.26]  19,778,468.02 7,252,916.45] 818,801.41] 4,729,744.12 — 
a are fans Mississippi...| 82 5,615,527.18] 22,047, 140.78 6 248,507.84 934,772.80 552, 067.75 
ie .) states showed Missouri..... 105] 91,252,286.36] 210,763,078.58]  43,326,057.09| 10,381,274.48] 37,719,350.10 
€ largest sectional Montana..... 19 4,149,908.83]  21,881,612.99 6,235,71'7.23) 1,382,843.57 95,178.46 
Bains: ‘ .  Nebraska..... 24 2,553,174.91 5,229, 795.35 1,380, 911.61 448,581.13} — 7,750,892.97 
nt cae iate to this Nevada .. ... 3 528,742.21 2,823,493.74 1,022,206,81 59,007.63 21,824.64 
Jstn Wo Pie ier N. Hampshire| 18 6,842, 246.84]  10,036,121.61 992,918.12 219,982.37 17,099.12 — 
F. In a's ae or the New Jersey...| 188) 250,796,726.53| 385,493,530.17}  70,614,875.12] 17,310,563.30/ 8,591,495.48 
nite - tates Mortgage New Mexico..| 8 263, 032.84 5, 116,584.69 624,491.05 306,349.87 41,056.04 
and Trust Company, New York....| 198} 868,473,835.58| 1,761,597,547.75| 694,414,182.28| 65,810,920.50| 171,060,031.98 
eer hi 4 : NorthCarolina| 102 7,121,142.32|  90,758,350.48]  17,299,969.12) 4,265,589.18 904,482.82 
ie the twentieth North Dakota.| 4 314, 167.20 946,658.71 165,675.62 146,477.82 584, 968.31 
aye edition’ of “Trista yOhia eee 76} 168,446,743,55| 630,451,882.23| 117,059,834.31] 388,090,156.23) 16,730,207.54 
Seng of ene United = QOklahoma....} 11 723,496.14 2,865,388.51 895,766.68 423,589.08 960,287.01 
States,’ is published dur-  Oregon....... 8 2,839,551.36 4,043,374.88 1,788,923.17| 965,577.62 145,750.79 
ing the centennial year Pennsylvania .| 367] 473,1427716.42| 811,886,313.82| 179,375,610.45| 75,186,999.12| 23,931.888.88 
of trust company activi- Rhode Island.| 12} 88,990,156.46] 100,096,018.49]  22,124,855.64| 3.598,616.42| 1,253,287.10 — 
ties in this country, the South Carolina] 22 2,082, 675.26 13,406,351.95 1,956, 907.10 957,628.17 92,293.30 
first grant of fiduciary South Dakota.| 18 304,079.94 6,887, 802. 26 1,918,189.12 266,080.71 173,303.46 
powers to a corporation Tennessee....| 103 7,799,746.11 82,819,444. 43 23,491,147.68}  5,087,295.39)  6,850,092.97 
having been made in Texas. ...... 69 5,082,949.75}  47,'701,234.15] 11,091,249.75] 3,183,581.40) 1,959,834.80 
1822. Wtal este q 8,016,681.79|  16,447,'773.42 2,266,580.37|  1,101,249.37 202,874.21 
“The position of the Vermont..... 89} 18,778,518.64|  47,219,881.01 3,680, 639.00 845,102.24) 1,481,294.08 — 
trust companies consid- Virginia...... 35 6,569,083.80]  53,035,029.77 9,370,321.38]  3,'789,888.13} 5,956,244.17 
ered in the light of vheir Washington ..| 19 4,528,974.50| 19,186,485.27 5,029,919.15| 2,285,843.07 278,730.09 
development since that West Virginia.) 381]  10,389,829.77]  43,185,540.09 6,967,152.48]  2,898,342.71 694,818.32 
time ‘eivesteveny’ promises acoustame em de 4,903,952.53 5, 250,459.18 2,885,116.86, 1,570,522.65 308,484.83 
that) their inaiencekaiit tL One se aan 194,382.24 4,644,650.20 736,201.38 100,460.21 171,953.58 
continue in increasing de- Totals..... 2,372/$3,009,078,626 83/86, 987,441,587. 49/81 968,089,063. 43'$370,681,046.23/8404,335.409.27 
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resources represents only a portion of 
the business entrusted to these great 
service institutions. Many billions in 
‘excess of the indicated banking power 
fare held and administered under living 
for voluntary trusts and estates while 
‘the aggregate of corporate trust busi- 
‘ness would swell still further, and by 
large amounts, the totals given. 


Thursday, February 15 


The: Fourth Mid-Winter Conference 
and the Twelfth Annual Banquet of 
the Trust Companies of the United 
States will be held at the Waldorf 
Astoria Hotel, New York City. 
| Separate announcements regarding 
these two events will be sent to members 
jin December. 

(List of State Vice-Presidents will 
appear in this place next month.) 


Division Committees 
CoMMITTEE ON LEGISLATION 


Henry M. Campbell, chairman of 
board Union Trust Co., Detroit, Mich. 
(Chairman) 

Uzal H. McCarter, president Fidel- 
ity-Union Trust Co., Newark, N. J. 

J. N. Babcock, vice-president Equi- 
table Trust Company, New York, N. Y. 

John B. Larner, president Washing- 
ie ae & Trust Co., Washington, 


Herbert W. Jackson, president Vir- 
ginia Trust Company, Richmond, Va. 

John C. Mechem, vice-president First 
Trust & Savings Bank, Chicago, Iil. 


COMMITTEE ON PUBLICITY 


Francis H. Sisson, vice-president 
Guaranty Trust Co. of N. Y., New 
York City. (Chairman) 
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F. W. Ellsworth, vice-president Hi- 
bernia Bank,& Trust Co., New Orleans, 


a 

‘Edward H. Kittredge, advertising 
manager Old Colony Trust Co., Boston, 
Mass. 

F, Dwight Conner, manager publicity 
department Illinois Trust & Savings 
Bank, Chicago, Ill. 

Allard Smith, vice-president Union 
Trust Co., Cleveland, Ohio. 


CoMMITTEE ON CoMMUNITY TRUSTS 


Frank J. Parsons, vice-president Unit- 
ed States Mortgage & Trust Co., New 
York, N. Y. (Chairman) 

F, H. Goff, president The Cleveland 
Trust Co., Cleveland, Ohio. 

Isaac H. Orr, vice-president St. Louis 
Union Trust Co., St. Louis, Mo. 

F. H. Fries, president Wachovia Bank 
& Trust Co., Winston-Salem, N. C 

. H. MacLean, vice-presi- 


VEABILLTIES 


72,336, 190.68 
20,817, 100.00 


14,014, 150.00 
40,480,900.00 


161,609,500.00 
11,117,571.90 


1,712,800.00 
128,492'362.49 


LIABILITIES OF TRUST COMPANIES BY STATES 


89,074,115.77 
11,555,882. 36 


8,925,000.00 | 5,539,7'75.16 

|| 1,845.550.00 | 1,085,046.47 
|| 8,766,100.00 | 4,851,303.39 
17,035,000.00 | 11,907,699.24 
5,115,400.00 | 7,714,316.02 


19,823,483.60 
51,740,059.06 


7,050,000.00 7,547,063.89 
7,585,000.00 3,876,212. 72 
2,670,000.00 1,722,552. 22 
34,441,100.00 | 27,646,770.99 
3,050, 000.00 1,902, 721.73 
3,077,800.00 887,740.69 
320,000.00 113,907.02 
780,000.00 1,457, 244.35 
38,800,000.00 | 39,905,560.79 
835,000.00 223,902.23 


219, 653,396.08 
7,685, 220.23 


400,000.00 212,386.68 
62,656,850.00 | 49,819,418.46 
1,441, 000.00 581,112.09 


980,994.53 
231,075, 677.82 


|) 9,040,200.00 | 14,874,289.40 
2,110,090.00 | 1,046,905.51 
745,000.00 348,610.46 

|| 10,789,891.36 |  6,385,494.00 
‘|| 10,675,000.00,| 4,432,406.16 


2,458,800.00 872. 522.23 
2,516, 000.00 3,875,029. 10 
11,906,807.50 6, 228,158.11 
8,875, 000.00 1,428, 182.33 
6,412,300.00 5,009, 773.29 
2,110,000. 00 1,596,007.58 
. 555,000.00 310,540. 67 
$810,262,013.93 |$918,150,843.57 [$10,470,477,813,01 


1,029,051,817.52 
180, 158,957.07 
71,595,899.79 
6,128, 909.12 
59, 782,844.49 
210,006,258.47 
109, 220,582.57 
172,197, 174.58 
665,595,548. 01 
34, 326,442.73 
31,813,973.44 
28,838,224. 60 
309,539,658 88 
26,401,845. 76 
10,939,573.60 
3,875,667.81 
15,807,056.12 
591,267, 027.88 
5,034,069.08 
8,021,452, 306.88 
93,205, 151.39 
1,314,819.95 
821, 241,926.46 
2,943,710.57 
6,382, 154.86 
1,153,277,566.39 
182,912,988.92 
13,974, 350.09 
8,023,819.92 
104,700,761.51 
48, 481,664.71 
13,365,544.46 
59, 070,541.55 
50.426,026.38 
24 322,322.41 
48 232,393.36 
9 652,326.69 
2.'713,418.02 


ee ee | aes. 
_ $8,979,600.00 | $2,404,789.57 $36,446, 146.81 $991,435.39 
846,400.00 547,017.22 8,527,492.82 599,946.64 
5,599,500.00 2,636,997.93 39,975, 169.35 3,856,619.23 
45,170,000.00 | 29,700,848.83 793,404,898. 21 11,556,005,48 
4,290,000.00 2,775,662 18 50,873, 100.97 784,791.88 
18,284, 700.00 | 138,926,830.62 148, 868,069.21 10,892, 210.45 
4,791,000.00 4,088,594.96 34, 163,521.54 2,082, 381.35 
10,400,000.00 7,518, 246.01 57,950,459.97 1,745,115.95 
_ 4,300,000.00 1,705,602. 27 82,599, 502.66 917,910.32 
6,823,510.00 5,869,108.80 30,713,640.63 2,863, 721.19 
1,631,340.00 1,198,544.84 8, 252,071.35 550,324.93 
627,500.00 1,392,118.41 6,483, 418.95 685,561.37 


73,075,259. 79 
14,899, 611.51 
8,333, 676.84 
6,893,434. 37 
2,100, 230.29 
7,759, 759.38 
5,645, 203.22 
3,091,819.14 
28,302, 641.10 
932,135.92 
5.376, 162.10 
2, 167,239.48 
21,814.512.24 
2.390, 688.59 
2,458, 241.68 
140'200.20 
64,067.59 
17,834,601.88 
258 543.18 
158,641,315.13 
8,391,590.40 
230,741.03 
37,060,578.94 
902,654.76 
707,228.43 
55,627,921.94 


4,235,405.79 + 


1,364,510.18 
427,025.11 
4,171,579.71 
5,429, 778.98 
6,888,285.47 
1,548,814.32 
10,159, 025.26 
1,684,447.34 
4, 426,216.72 
1,555,201.73 
2,268,688.87 


$540.730,062.74 


Total 
Assets and 
Liabilities 


$43,821,971.77 


10,520,856. 68 
52,068,286.51 
879,831, 752.02 
58,723,554.98 
186,416,810.28 
45,120,497.85 
77,618,821.98 
39,523, 015.25 
45,769, 980.62 
6,632, 281.12 
9,138,593.73 
1,263,537,883.76 
227,431,550.94 
94,394, 351.79 
15,902,939.96 
75,500,478.17 
246,708, 717.09 
127,695,501.81 
209, 126,627.32 
786, 119,148.17 
49,855,642. 54 
48 651,348.26 
35,398, 016.30 
393, 442,041.61 
33,745, 256.08 
17,363,355.97 
4,449,7'75.08 
18, 108,368.06 
682,807, 190.55 
6,351,514.49 
3,556,356,518.09 
120,349,533.92 
2. 157,947.66 
970,778,773.86 
5,868, 477.42 
9,783, 177.82 
1,563,473, 528. 64 
211, 062,884.11 
18,495,855.78 
9 544,455.49 
126,047, 726.58 
69,018, 849.85 
23 035,152.16 
67, 005,884.97 
78,720,017.25 
31,309,952. 08 
64,080, 683.37 
14,918,586.00 
5,847,647.56 


$12,739,620,733.25 


dent Harris Trust & Savings 
Bank, Chicago, III. 

Evans Woollen, president 
Fletcher Savings & Trust Co., 
Indianapolis, Ind. 


COMMITTEE ON RESEARCH 


- L,. H. Roseberry, vice-presi- 
dent Security Trust & Savings 
Bank, Los Angeles, Calif. 


(Chairman) 

Frank W. Blair, president 
Union Trust Company, De- 
troit, Mich. 

Uzal H. McCarter, president 
Fidelity-Union Trust Co., New- 
ark, N. J. 


The Canadian wheat crop 
this year is about 400,000,000 
bushels, and as only about 
80,000,000 bushels are required 
for domestic consumption and 
seed, the amount available for 
export is actually larger than 
in the United States, and of 
course, a much larger propor- 
tion of the crop. Moreover, 
for some reason—says the Na- 
tional City Bank of New York, 
it appears to have been moving 
more rapidly and reports have 
been current that lake vessels 
were largely engaged in mov- 
ing Canadian wheat and that 
American railroads and termi- 
nals were congested with Can- 
adian wheat moving through 
in bond. Another report was 
to the effect that a great num- 
ber of American railroad cars 
were in Canada for crop-mov- 
ing purposes, but fortunately 
somebody else, who took the 
trouble to inquire, discovered 
that there were more Canadian 
cars on this side of the line 
than American cars on the 
other side. All such agitation, 
calculated to disturb the rela- 
tions between the United States 
and Canada is to be depre- 
cated. 


NATIONAL BANK DIVISION ; 


{ 


Resources of National Banks 


Toe: total resources of National 
banks, as shown by the returns 
made to the Comptroller of the 
Currency as of September 15, 1922, 
were approximately $21,000,000,000, an 

increase of more than $200,000,000 since 

June 30, last. The growth of resources, 
however, has not been confined to the 
period elapsed since June 30. The in- 
crease since September 6, 1921, was 

$1,200,000,000. 

A statement of the percentage of 
loans to deposit at several given dates is 
interesting. On September 6, 1921, the 
loans were 80.23 per cent. of the de- 
posits. On June 30, 1922, they were 
68.92 per cent., while on September 15, 
1922, they showed a further slight re- 
cession to 67.69 per cent. The reduction 
in loans and discounts, including redis- 
counts since June 30 of this year was 
$12,000,000; since September 6, . 1921 
was $446,667,000. Investments in United 
States Government securities increased 
more than one-half a billion dollars 
within the last year, while other bonds, 
stocks and securities increased during 
the same period $316,000,000. 

The total deposits of National banks 
as of the date of the last call, September 
15, was $16,598,000,000. These, too, have 
shown a steady increase during the last 
year. This growth is shown by an ad- 
dition of $278,000,000 since June 30 of 
this year and $2, 000, 000,000 during the 
last twelve months. 

These figures show continued im- 
provement in the condition of National 
banks. They have very materially 
strengthened their position during the 
past year and are now in a better posi- 
tion to respond to the financial needs of 
industry than at any time since the be- 
ginning of the deflation period. 


Government Securities Maturities 


This month and the early part- of 
January will see the distribution of an 
unusually large amount of money by 
the United States Government. On No- 
vember first the amount outstanding of 
the several series of Victory bonds 
called for redemption December 15 was 
$753,000,000. Disbursement of this 
amount will be completed during the 
current month. It might be said that 
the remaining outstanding Victories will 
mature May 20, 1923. 

The next large maturity of Govern- 
ment obligations will be January 1, 1923, 
when the War Savings Certificates of 
1918 series will fall due. The promise 
of the United States to pay its debts 
when due has never been broken and all 
who request their money in these in- 
stances will receive it. However, the 
Government, through the Treasury De- 
partment, the thousands of postmasters 


and other agencies, is strongly urging 
holders of Victories and War Savings 
Certificates to exchange them for Treas- 
ury Savings Certificates. This will be 
done to some extent, but hundreds of 
millions of dollars will be paid out in 
cash. This will afford the banker one 
of the greatest opportunities he can 
ever have to do a service to his com- 
munity. Every dollar failing to find 
proper placement or safe investment will 
be lost to the owners. Perhaps the 
greater number of the recipients of 
these moneys will not immediately de- 
cide upon permanent sound investment 
and the longer the delay the more doubt- 
ful the result. Awaiting the final place- 
ment the local banks should be the de- 
positories. The inducement of safety, 
interest return and ability to withdraw 
at will should attract most of this money 
and will draw a considerable part of it 
if properly presented. ‘To these attri- 
butes of a savings account, frequently not 
recognized by those who are not the 
owners of such deposits, is added the 
additional advantage of a lessened in- 
clination to withdraw from a safe in- 
vestment to enter one with greater pos- 
sible dangers. On every hand will be 
found allurements to speculative venture, 
but once the money is placed in a bank 
the deliberation which will precede its 
withdrawal will be more mature and to 
that extent indicative of a dependable 
final disposition. 


Silver Dollar Coinage 


Restoration of the silver dollar to the 
volume in which it existed prior to the 
passage of the Pittman Act is progress- 
ing satisfactorily after an inactivity of 
three years due to the high price of 
silver during that time. The Act, passed 
in 1918, as set forth in an article in 
the JoURNAL some time ago, authorized 
the Secretary of the Treasury to pur- 
chase and break up and sell as bullion 
not in excess of 350,000,000 standard 
silver dollars, for the purpose of con- 
serving the stock of gold in the United 
States, of facilitating the settlement of 
trade balances in silver, of providing 
silver for subsidiary coinage and of 
assisting certain foreign governments. 
Pursuant to that authorization 279,000,- 
000 silver dollars were melted. Com- 
paratively few of them were in circula- 
tion prior thereto and so their destruc- 
tion produced no noticeable dearth of 
that currency in the hands of the public. 
It did, however, contract the supply of 
silver certificates which had to be retired 
in proportion to the number of silver 
dollars melted. 

The proceeds of 259,000,000 of the 
dollars melted were sold to the British 
Government and the other 11,000,000 


452 


went to provide subsidiary coinage. To 
recoin the number of dollars melted will 
require approximately 209,000,000 ounces 
of ‘silver which, according to law, must 
be the product of mines and smelters 
located within the United States and 
purchased at one dollar per ounce. 
Sales of such bullion could not be made 
at less than one dollar an ounce and 
that limitation upon the price in the re- 
purchase of silver for recoinage pur- 
poses made impossible the acquisition 
of bullion prior to 1921. 

The Director of the Mint is required 
to recoin the number of dollars melted 
as rapidly as possible, and therefore he 
utilizes the entire production which 
meets the requirements laid down. The 
total purchases to-date amount to about 
143,000,000 ounces. While the effect of 
this law is to fix the price of silver at 
one dollar an ounce upon such of it as 
is eligible for purchase, the current price 
of foreign produced silver is slightly 
less than seventy cents. The advantage 
accruing to the American miner from 
the enactment of this law is manifest, 
for his entire output finds a market at 
one dollar. To guard against the pass- 
ing of foreign produced or smelted 
silver as the product of American mines 
and reduction works the smelter from 
which the Government makes purchases 
is required to produce an affidavit from 
the mine to show that it received for 
its silver one dollar an ounce less trans- 
portation and reduction charges and it 
must make like proof that the ore was 
reduced in a smelter within the United 
States. The one dollar must go to the 
mine. 

All of the United States mints—Phila- 
delphia, Denver and San Francisco— 
are equipped to coin silver and do en- 
gage in that work, though not continu- 
ously. The recoinage of these silver 
dollars is at the present time at the rate 
of about 3,000,000 a week and the total 
reco‘nage to date is approximately 150,- 
000,000 dollars. 


Quality of Bank Note Paper i 


One of the resolutions adopted by the 
National Bank Division at its recent 
convention called attention to the un- 
usual activity on the part of counterf- 
feiters of United States currency 
The convention expressed the desire 
that the Secretary of the Treasury be 
requested to restore to our Government 
securities the same high degree of pro- 
duction and quality of “materials as char- 
acterized them prior to the World War. 

In reply to a formal communication | 
of this resolution to the Secretary 0 
the Treasury he advised that the Treas- 
ury Department is putting forth every — 
effort to secure the best grade of ma- 


; 
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terials obtainable for the production of 
currency and securities and to have them 


_ engraved and printed in the highest de- 
_ gree of the art. It is a matter of rather 


general knowledge that during the war 


and for a time thereafter it was im- 
' possible to obtain paper manufactured 
from selected linen rags as prior there- 
’ to. As a consequence cotton had to be 
substituted. Later a limited quantity of 


linen cuttings became available and a 
paper composed of half linen and half 
cotton was used. From the Department 
now comes the information that it has 
succeeded in contracting this year for 
paper composed of 75 per cent. linen 


and this is proving much more satisfac- 


will be done. 


tory and producing better results. The 
aim, of course, is to secure all-linen 
paper and as soon as this is possible it 
Even the 75 per cent. 
linen product is a great improvement. 
In appearance it is far superior to the 


| half linen and half cotton paper and its 
wearing qualities are much enhanced. 
' Likewise it has removed in part the in- 


centive for returning really serviceable 
currency to the Department for de- 
struction because it looks worn. The 
greater proportion of linen affords a 


harder and more smooth surface. 


The Secretary of the Treasury an- 
nounces, too, that a similar improve- 
ment is being effected with inks, plates 
and other materials and the higher 
grades of these materials used prior to 
the war should soon be available in 
sufficient quantities. 


National Bank Division Commit- 


tees 


CoMMITTEE ON FEDERAL LEGISLATION. 


C. J. Lord, Chairman, president Capi- 
tal National Bank, Olympia, Wash. 
S$. E. Trimble, vice-president-cashier 


Union National Bank, Springfield, Mo. 


er 


Percy H. Johnston, president Chem- 
ical National Bank, New York, N. Y. 
Thomas P. Beal, Jr., vice-president 
Second National Bank, Boston, Mass. 
H. McKee, president National 


Capital Bank, Washington, D. C. 


CoMMITTEE ON MEMBERSHIP. 


Charles W. Carey, Chairman, presi- 


- dent First National Bank, Wichita, 


Kansas. 
John F. Hagey, vice-president First 
National Bank, Chicago, III. 
C. Melvin, president Selma Na- 


tional Bank, Selma, Ala. 


COMMITTEE ON RELATIONS WITH 
FEDERAL RESERVE SYSTEM. 


FE. P. Passmore, Chairman, president 


| 
) a of North America, Philadelphia, 


2. 
_ Nathan Adams, vice-president Amer- 
ican Exchange National Bank, Dallas, 


ex. 
* John F. Hagey, vice-president First 
National Bank, Chicago, III. 


ie 


FRANK C. MILLSPAUGH 


Representative Frank C. Millspaugh, 
Republican of Missouri, who has an- 
nounced that he will resign from Con- 
gress to accept the position of Commis- 
sioner of Finance tendered him by Gov. 
Arthur M. Hyde. In this post he will 
have charge of all the banks and build- 
ing and loan associations in the State. 
Representative Millspaugh has been in 
the banking business for thirty years 
and is secretary and director of the 
Canton Trust Company. 


CoMMITTEE ON SAviIncsS DEPARTMENTS 
or NATIONAL BANKS. 


S. E. Trimble, Chairman, vice-presi- 
dent-cashier Union National Bank, 
Springfield, Mo. 


W. C. Wilkinson, president Merchants 
ee National Bank, Charlotte, 


A. F. Mitchell, vice-president North- 
ern National Bank, Toledo, Ohio. 


CoMMITTEE ON STATE LEGISLATION. 


Thomas P. Beal, Jr., Chairman, vice- 


‘.- president Second National Bank, Boston, 


ass. 

A. F. Mitchell, vice-president North- 
ern National Bank, Toledo, Ohio. 

E. C. Melvin, president Selma Na- 
tional Bank, Selma, Ala. 

C. J. Lord, president Capital National 
Bank, Olympia, Wash. 


CoMMITTEE ON STATE TAXATION OF 
Nationat Banks. 


W. C. Wilkinson, Chairman, presi- 
dent Merchants and Farmers National 
Bank, Charlotte, N. C. 

Oliver .J. Sands, president American 
National Bank, Richmond, Va. 

Nathan Adams, vice-president Amer- 
ican Exchange National Bank, Dallas, 
Texas. 


CoMMITTEE ON Trust DEPARTMENTS OF 
NATIONAL BANKS. 


John G. Lonsdale, Chairman, presi- 
dent National Bank of Commerce, St. 
Louis, Mo. 

Percy H. Johnston, president Chem- 
ical National Bank, New York, N. Y. 

Charles W. Carey, president First 
National Bank, Wichita, Kansas. 


New Banks Organized 


(Continued from page 442) 

Pen Argyl—Pen Argyl Trust Com- 
pany. Capital, $125,000. 

Slatington—Slatington Trust Com- 
pany. Capital, $125,000. Secretary, A. 
F. Rex. 

Smicksburg—Smicksburg State Bank. 
$25,000. Treasurer, Frank Elkin. 

State College—The Peoples National 
Bank. Capital, $50,000. President, 
J. Williams; cashier, D. G. Meek. 


TENNESSEE 


Rockwood—The City National Bank. 
Capital, $50,000. President, John A. 
East; cashier, C. F. Smith. 


TEXAS 


Murphy—Liberty State Bank. Capi- 
tal, $15,000. President, D. Miller; cash- 
ier, C. E. Stewart. 


VIRGINIA 


Danville—Danville Bank & Loan Com- 
pany. Capital, $50,000. President, John 
B. Anderson; treasurer, Robert Murray. 


Goochland—Bank of Goochland. 
Capital, $25,000. President, Thomas P. 
Deitrick. 

Powhatan—Bank of Powhatan. 
tal, $50,000. President, W. E 
cashier, H. B. Ferrell. 


Capi- 
. Maxey; 


WASHINGTON 


Seattle——_Queen City Bank. Capital, 
$50,000. President, L. V. Park; cashier, 
W. J. Speer. 


WEs?t VIRGINIA 


Mullens—The First National Bank of 
Mullens. Capital, $25,000. President, 
W. M. Lewis; cashier, P. D. Sullivan. 


WISCONSIN 


Madison—Commercial Trust Company. 
Capital, $300,000. - 


WYOMING 
Salt Creek—Bank. of Salt Creek. 
Capital, $25,000. 
Salt Creek—Salt Creek State Bank. 
Capital, $10,000. 


= ie 
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Cooperate To Prevent Dissipation of War Savings 


officials, the press and investment 

houses, better business bureaus and 

civic workers generally, all are co- 
operating to prevent dissipation of the 
principal and five years accumulated in- 
terest on War Savings Certificates that 
mature next January 1. 

The amount outstanding at date of 
last report (September 30) on basis of 
reports of sales was $511,301,721.44, the 
total original sales having been $1,022,- 
110,263.58, the difference being the 
amount retired. 

The Secretary of the Treasury has 
sent full instructions as to the plan for 
redemption or refunding to all banks, 
and Under Secretary Gilbert advised 
President Samuel H. Beach that “great 
help in securing cooperation from the 
savings banks” will result from the lat- 
ter’s letter dated November 16 to all 
active members of the Division, which 
said in part: 

“The redemption and exchange of 
War Savings Certificates, series of 1918, 
presents an opportunity for public serv- 
ice which corresponds with that ren- 
dered by our institutions when the 
stamps were sold five years ago. 

“The Treasury Department circular 
No. 308 of November 9, 1922, with a 
letter to you from Secretary Mellon on 
the 13th, states the official plan for re- 
demption on or before January 1. Any 
recognized banking institution may re- 
ceive unregistered certificates for collec- 
tion, or for exchange for the 1923 series 
of Treasury Savings Certificates. The 
bank need not belong to the Federal 
Reserve System. 

“We suggest that you advise your de- 
positors and the public of your ability 
and readiness to make redemption or 
exchange under the Government’s plan 
and we will appreciate copies of any 
circulars or advertisements which you 
may use in this connection. Your post- 
master or Federal Reserve Bank or this 
Division’s office will supply any further 
information that may be needed.” 

On the 20th, a news item was issued 
which quoted President Beach as calling 
attention to the fact that “After five 
years of waiting not only for the pay- 
ment of principal but for the interest 
upon War Savings Certificates of the 
series of 1918, millions of people who 
could not afford to buy Liberty bonds 
are being invited to avail themselves of 
the service of the banks in obtaining 
their checks from the Government or in 
exchanging for Treasury Savings Cer- 
tificates of the 1923 series under the 
plan just announced by the Treasury 
Department.” 

A letter was also sent to 2000 editors 
which suggested this as “a matter of 
general interest because of the great 


Sees bankers and Government 


Savings Bank Division’s 


Monthly Business Text 


IX. Every possible purchaser 
of fake securities, quack remedies 
and imitations generally, should 
have a savings account. 


‘Aim: Through the savings ac- 
count to teach the potentialities 
of the “dollar in hand,” the utter 
selfishness of those who artfully 
urge that it be wasted or gambled 
without independent investiga- 
tion, and the utility of the bank 
deposit as a reserve. 

Plan: Plain understandable talk 
to those who have the “saving 
wage,”—but waste it. _ 

Steps: Having decided that 
both banker and each actual or 
prospective depositor are more 
interested in the unspent dollar 
than in generalities about nation- 
al thriftlessness, the banker may 
adopt a plan of plain talk on the 
waste and loss which result from 


failure to apply horse-sense_and- 


logic to arguments of advertisers 
and salesmen. : ; 

First, obtain all possible in- 
formation on the methods of 
those who are imposing upon the 
savers in your community. Build 
up or purchase such a mailing 
list as they probably are using. 

Second, collect reliable infor- 
mation on frauds which have been 
exposed. The better known the 
more useful it will be. Apply to 
the postmaster, Chamber of Com- 
merce, State Banking or “Blue 
Sky” Department, and other 
places likely to be informed. 

Third, obtain first-hand infor- 
mation on the effect of such 
frauds upon individuals and fam- 
ilies. The clergy and charity 
workers might furnish these facts. 
Names are not needed. 

Fourth, bring to public atten- 
tion the comparative happiness of 
the family which saves a part of 
its income and invests safely un- 
der the guidance of its banker on 
the one hand, in contrast with 
the family which spends as fast 
as it earns or gambles according 
to the plausible advice of strang- 
ers and in “securities” on which 
the banker has not been asked to 
report. 

Newspapers, window signs and 
personal letters are not the only 
mediums which may be used. 
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number of wage-earners and others hay- 
ing small incomes who shared accord- 
ing to their means in the financing of 
the War,” and urging that the entire 
press of the country assert its “power- 
ful influence to prevent a dissipation of 
this important amount of accumulated 
savings by thriftless expenditure or by 
purchase of worthless securities. The 
banks of the American Bankers Asso- 
ciation, the better business bureaus of 
the Associated Advertising Clubs of the 
World, investment bankers and citizens 
generally, will be found ready to sup- 
port you in regarding this as one of 
the most definite opportunities for the 
general advancement of thrift. 


“It is feared that many people regard 
this realization of both principal and 
interest upon an investment made five 
years ago, as ‘ready money’ and spend 
it with corresponding ease.” 


In this letter it is also suggested that 
“every banker and especially each bank 
official who has charge of savings de- 
posits might well be called upon for 
stories emphasizing the service which 
they will now render without charge for 
the convenience of the certificate-hold- 
ers, and perhaps they will relate in- 
teresting personal experiences in con- 
nection with the sale of these certifi- 
cates during the war period. Your ad- 
vertising department might well sug- 
gest that banks feature this service in 
their advertising space.” 


Several banks have already reported 
a good response from advertisements, 
the unregistered certificates in some 
cases being credited to deposit account 
if the owner declines to reinvest in the 
4 per cent certificates of the 1923 series. 


School Savings Banking 


The blanks for the brief semi-annual 
report on school savings banking pro- 
jects have been distributed to all sys- 
tems on our mailing list. Any bank de- 
positary for such a system which has 
not received the blank should write for — 
a copy and give sufficient facts about its 
work to obtain a place in our files and 
thus to receive the information and sug- 
gestions which we distribute from time 
to time. 


Preliminary advices indicate that large 
increases in deposits are being received 
from pupils in all effective installations: 

The manual of plans and forms adopt- 
ed by the Savings Bank Division pursu- 
ant to resolution of the last conven- 
tion is in the hands of the printer and 
full announcement will be made in this 
department next month both as to con- 
tents and price. Circulars will be sent 
when ready to those who apply. 
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é& GOn 
Architects 


Terra Cotta 


“The COMMUNITY is PROUD of It” 


“There is nothing in Moscow that marks the growth of the town from a frontier village 
to a substantial city as does the new building of the First Trust and Savings Bank — 
Moscow’s newest business building, which occupies the site of the oldest building in town.” 


IN these words the Spokesman-Review of Spokane 

takes enthusiastic note of the new building of 
the First Trust and Savings Bank of Moscow, 
Idaho. And this praise is justly bestowed. Here 
is a banking structure that would attract favorable 
attention in any locality, large or small. 


For a building of its moderate size this bank 
presents an appearance of remarkable strength and 
dignity. Dark brick was used for the background; 
Terra Cotta in a lovely old ivory shade for the 
trim and ornament. Officers of the bank have 
written us stating that the “community is proud 
of it,” that they consider Terra Cotta to be a 
“most excellent” material for banks, and that if they 


were building again they would “absolutely” use it. 


From the practical as well as the aesthetic point 
of view, Terra Cotta is an extremely satisfactory 
material. It is adapted to bank buildings of all 
sizes and types. It comes in any shape or color 
the architect specifies; is waterproof, weatherproof, 
fire-resistant — permanent in color and texture. 
Dirt that collects on it can be removed by a simple 
washing with soap and water. 


Many of the country’s finest banks are pictured 
in an interesting brochure, “Better Banks,” which 
we send free on request to bankers and others 
interested in banking. Address National Terra 
Cotta Society, 19 West 44th St., New York, N.Y. 
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A. MOOREMAN 


Old Ivory Matt 
Glazed Terra Cotta 
with Base Course of 


Gray Speckled 


‘Permanent 


Beautiful 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 


Profitable 
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Tax Exemption Amendment 


All savings depositors as a class, and 
savings bankers as trustees of invest- 
ment funds, should be informed of the 
need for the resolution pending in Con- 
gress to amend the Constitution so as 
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Monthly Tendency in Savings Deposits 


An increase in savings deposits of .5 
per cent. during the month preceding 
November 1, 1922 and of 5.9 per cent. 
during the preceding year, is indicated 


by 886 banks which hold about one-third 
of the savings deposits of the country, 
according to tabulation of the Federal 
Reserve Board: 


to avoid the present menace of further 


issues of tax exempt securities. ; Number Savines Deposits feed Soe io on 
The argument is sometimes heard that Federal of Banks Nov. 1,-1922 Oct. 1, 1922 During Nov. 1,1921 Over Last 
there will be a further encroachment ae Sa ‘Sid $1108 een MeL O62 ea 
the deine ton aaa eee 174l 1744 —o1 1633 3.3 
tary recently discussed this fallacious 4 =. s 4 
assumption in a letter which reads in : ee or a eee aa 
Tt - 8 U 
“The pending amendment merely con- 6 80 158 157 .05 147 7.0 
fers new and reciprocal: powers upon 7 219 195 784 1Z 766 aan 
both the states and the United States. 8 “35 118 117 .07 105 12.1 
“Furthermore, these reciprocal pow- 9 15 80 80 007 76 6.0 
ers may already exist and may have 10 65 98 95 2.4 88 10.2 
been intended by the organizers of the 11 112 70 70 05 61 15.0 
Union according to excellent legal au- 12 75 789 782 08 7a 10.9 
thority, but the amendment is now pro- == —— —. —— ——s == 
posed in order to clarify the effects Total 886 $6,052 $6,020 5 $5,711 5.9 


of a generalization which resulted from 
an attempt by a state to kill a Federal 
instrumentality. 

“Finally, the amendment can have no 
other effect than to promote equity and 
justice in the taxation of incomes, plac- 
ing the ability taxes upon a demo- 
cratic basis, making possible a material 
reduction in all income tax rates as the 
tax base is enlarged. 

“The essential point is that the financ- 
ing which is necessary to business activ- 
ity, and to more profitable and continu- 
ous employment, and also to the real 
estate mortgage market, will not be 
hampered by the enormous subsidy now 
being paid by the (so-called) labor and 
middle classes to the owners of large 
fortunes through enjoyment of tax ex- 
empt incomes. 

“The states now tax the incomes from 
securities issued by other states and 
in some cases grant no tax exemption 
to their own bonds in the hands of their 
own taxpayers. Even the amount of 
mortgages now taxable by the states is 
being reduced against their will and 
consent by a tax exemption privilege or 
subsidy which has been granted by the 
Federal Government. 

“The point we make is that the Fed- 
eral amendment will strengthen and not 
weaken the powers and stability of the 
states, their credit or borrowing powers 
will be conserved, and small average 
(less than ‘one or two per cent. as 
sometimes alleged) in interest rate on 
State bonds will be more than offset 
by an equalizing and moderating of 
the actual tax burden on the public.” 


Savings Bank Division, Commit- 
tees 1923 


EXECUTIVE COMMITTEE 
President 
Samuel H. Beach, president Rome 
(N. Y.) Savings Bank. 
Vice-President 
Charles H. Deppe, vice-president The 
Union Savings Bank & Trust Co., Cin- 
cinnati. 


Ex-President 
Raymond R. Frazier, president Wash- 
ington Mutual Savings Bank, Seattle. 


SS 


TERM EXPIRING 1923 


John J. Pulleyn, president Emigrant 
Industrial Savings Bank, New York. 

John H. Dexter, president Society for 
Savings, Cleveland. 

John W. B. Brand, treasurer Spring- 
field (Mass. ) Institution for Savings. 


TERM EXPIRING 1924 


Samuel M. Hawley, president Bridge- 
port (Conn.) Savings Bank. 

George E. Brock, president Home 
Savings Bank, Boston. 

Alvin P. Howard vice- -president Hi- 
bernia Bank & Trust Company, New 
Orleans. 


TERM EXPIRING 1925 


John S. Broeksmit, treasurer Harris 
Trust & Savings Bank, Chicago. 

W. R. Morehouse, vice-president Se- 
curity “Trust & Savings Bank, Los 
Angeles. 

Thomas F. Wallace, treasurer Farm- 
ers & Mechanics Savings Bank, Minne- 
apolis. 


PRESIDENT’S ADVISORY 
COMMITTEE 


Raymond R. Frazier, Chairman, presi- 
dent Washington Mutual Savings Bank, 
Seattle. 

Wm. E. Knox, president Bowery Say- 
ings Bank, New York. 

Jos. R. Noel, president Noel State 
Bank, Chicago. 

W. A. Sadd, president Chattanooga 
Savings Bank. 

S. Fred. Strong, treasurer Connecticut 
Savings Bank, New Haven. 

Victor A. Lersner, vice-president 
Bowery Savings Bank, New York. 

Geo, E. Brock, president Home Sav- 
ings Bank, Boston. 

Chas. H. Deppe, vice-president Union 
Savings Bank & Trust Co., Cincinnati. 


CoMMITTEE ON SAVINGS 


Alvin P. Howard, Chairman, vice- 
president Hibernia Bank & Trust Con 
New Orleans. 


W. R. Morehouse, vice-president Se- 
curity Trust & Savings Bank, Los 
Angeles. 

Mrs. Allan P. Stevens, Maine Say- 
ings Bank, Portland. 

EV. Hays, vice-president Union Say- 
ings Bank, Pittsburgh. 

Carl M. Spencer, treasurer Home Say- 
ings Bank, Boston. 


Sub-Committee on School Savings 


G. Herbert Boehm, vice-president 
Provident Savings Bank, Baltimore. 

Edw. A. Richards, president East New 
York Savings Bank, Brooklyn. 

L. H. Whiting, president Boulevard 
Brides Bank, Chicago. | 

S. Lloyd, vice-president Philadel- 
phia Saree Fund Society. 

W. S. Webb, cashier Missouri Savy- 
ings Bank, Kansas City. 


Sub-Committee on Industrial Savings 


ID.- Ss Pierce; 
County Institution for Savings, 
cester. 

Jarvis S. Hicks, treasurer Long Island 
City St Bank, New York. 

F, H. Becker, secretary-treasurer 
Westen Savings Bank, Buffalo. 

A. R. Fraser, vice- -president Guardian 
Savings & Trust Co., Cleveland. 

Philip J. Lawler, Bank of Italy, San 
Francisco. 


treasurer Worcester 
Wor- 


Sub-Committee on Home Savings 


Miss Margaret J. Bacon, Monroe 
County Savings Bank, Rochester. 

Mrs. Key Cammack, assistant secre- | 
tary New York Trust Co., New York. 

Miss A. E. Leiser, Williamsburgh 
Savings Bank, Brooklyn. 

Miss Sarah J. McLeod, Society for 
Savings, Cleveland. 

Mrs. Ralph Bebee, Commerce Trust — 
Co., Kansas City. 


ComMirrre on Rea, Estate Mortcacks | 


John J. Pulleyn, Chairman, president | 
Ee Industrial Savings Bank, New 
Yor 
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M. A. Traylor, president First Trust 
-& Savings Bank, Chicago. 

el, Blackburn, vice-president Des 
Moines Savings Bank & Trust Co. 

S. Fred Strong, treasurer Connecti- 
‘cut Savings Bank, New Haven. 
; Bakewell, vice-president Mer- 
‘cantile Trust Co., San Francisco. 

P Slach, vice-president 
Cleveland. 
: Willcox, vice-president Phila- 
delphia Savings Fund Society. 


Union 


Trust Eo. 
y: 


CoMMITTEE ON BANK FACILITIES AND 
SERVICE 

W. R. Morehouse, Chairman, 
president Security Trust 
, Bank, Los Angeles. 

Alvin P. Howard, vice-president Hi- 
bernia Bank & Trust Co., New Orleans. 

Victor A. Lersner, vice-president 
Bowery Savings Bank, New York. 

Lawrence H. Whiting, president Bou- 
levard Bridge Bank, Chicago. 

Myron F..Converse, treasurer Wor- 
,cester (Mass.) Five Cents Savings 
. 

S. Van Winkle, president Empire 
City Savings Bank, New York City. 


vice- 
& Savings 


Safe and Sure 
IN 182 


when the “Swift 
and Sure Trans- 


portation Line” wascarrying passen- 
gers from NewYork to Philadelphia 
in one day, the Chemical Bank was 
building its reputation as a Safe and 


Sub-Committee on Publicity and 
Advertising 


Arthur D. Welton, Continental & 
Commercial Trust Co., Chicago. 
Fred W. Ellsworth, vice-president Hi- 
bernia Bank & Trusv Co., New Orleans. 
_W. S. Webb, Cashier Missouri Sav- 
ings Bank, Kansas City. 
| M. E. Holderness, vice- oredr First 
National Bank, St. Louis. 


Sub-Committee on Thrift Clubs 


T. R. Durham, vice-president Chatta- 
nooga Savings Bank. 

E. T. O’Brien, cashier Citizens Bank, 
Kenosha, Wis. 

J. Howard Bogardus, treasurer Stam- 
ford (Conn.) Savings Bank. 

R. C. Vandenberg, vice-president Sav- 
ings Bank of Utica. 

Samuel Marsh, Manager Thrift De- 
/partment, Northern Trust Co., Chicago. 


Sure Bank. 


The old Swift and Sure Line is now 
only a memory, but the Chemical 
National Bank has come down 
through the years historically 
known as “Old Bullion,” always 
safe and sure. 


Seeking New Business on Our Record 
THE 


HEMICAL 


Newel OFNFA Li 


BANK 


Sub-Committee on Insurance Plans 


J. S. Broeksmit, treasurer Harris OR 
“Trust & Savings Bank, Chicago. SRE UNIIA SENG BS 
Robinson, president Peoples Founded 1824 
‘Savings & Trust Co., Pittsburgh. & : 


, Ose Assistant Secretary 
‘Paterson (N. J.) Savings Institution. 

Chas. L. Burleigh, treasurer Wor- 

cester (Mass.) Mechanics Savings Bank. 


BROADWAY AND CHAMBERS, FACING CITY HALL 


CommirteE on FrEpERAL LEGISLATION 2 ee: 
Chas. H. Deppe, Chairman, vice-presi- 


dent Union Savings Bank & Trust Co., 

Cincinnati. 

B. F. Saul, vice-president American 
Security & Trust Co., Washington. 

W. A. Sadd, president Chattanooga 
‘Sayings Bank. 

Jos. H. Soliday, president Franklin 
's Savings Bank, Boston. 

Thos. F. Wallace, treasurer Farmers 

& Mechanics Savings Bank, Minne- 
apolis. 
_ Geo. N. Aldridge, vice-president Dal- 
las Trust & Savings Bank. 
| Jos. R. Noel, president 
Bank, Chicago. 


| 


Noel State 


CoMMITTEE ON STATE LEGISLATION 

Thomas F. Wallace, Chairman, treas- 
urer Farmers & Mechanics Savings 
Bank, Minneapolis. 

J. F. Sartori, president Security Trust 
& ovine Bank, Los Angeles. 

; Coffman, president Coffman- 
Deer Bank & Trust Co., Chehalis, 
Wash. 

Elias A. Smith, cashier Deseret Sav- 
ings Bank, Salt Lake City. 

Geo. E. Brock, president Home Sav- 
ings Bank, Boston, 

Chas. H. Deppe, vice-president Union 
Savings Bank & Trust Co., Cincinnati. 


CoMMITTEE ON INVESTMENTS 

Geo. E. Brock, Charman, president 
Home Savings Bank, Boston. 

Ww Longyear, vice-president Se- 
curity Trust & Savings Bank, Los 
Angeles. 

P. LeRoy Harwood, treasurer Mari- 
ners Savings Bank, New London. 

H. P. Borgman, vice-president Peo- 
ples’ State Bank, Detroit. 

J. D. Garrett, treasurer Central Sav- 
ings Bank, Baltimore. 

A. Koppel, treasurer Central Savings 
Bank, New York. 
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Bap CHEcK LAw Applies To CHECKS 
Wuicu Ars PostpATED AND WHICH 
ARE GIVEN FoR Past INDEBTED- 
NESS—KANSAS 


Frank Avery was convicted ot 
drawing a check knowing that he has 
no funds on deposit to meet the 
check when presented. The Supreme 
Court of Kansas sustained the con- 
viction holding as follows: 

The offense created by the Worth- 
less Check Act (Laws 1915, c. 92), 
making it unlawful to issue a check 
on a bank, knowing at the time there 
are no funds on deposit to meet the 
check on presentation, and providing 
punishment for anyone who will- 
fully violates the act, is not related 
to the false token, bogus check, and 
false pretense group of crimes, the 
purpose of the act being to discourage 
overdrafts and resulting bad banking, 
to stop the practice of “check kiting,” 
and generally to avert the mischief 
to trade, commerce, and banking 
which the circulation of worthless 
checks inflicts. 

Intent to defraud and accomplish- 
ment of fraud are not elements of 
the offense, and are not essential to 
validity of the act. 

The statute does not sanction im- 

prisonment for debt even though it 
be conceded in this case that the 
check was given in payment of a 
debt long past due, nor does the 
statute sanction compounding a fel- 
ony. 
All the elements of the offense be- 
ing present, the maker of check is 
not relieved from punishment by the 
fact he told the payee, when check 
was issued, he had no funds in the 
bank to meet it. The act applies to 
postdated checks. State v. Avery, 
207 Pac. 838; 
THE CuEck WitHout Funps Law 

PassEpD IN Grorc1A HeELp Uncon- 

STITUTIONAL BECAUSE Not WitH- 
iN LITLe” OF “1He 2 Act 
REGULATING BANKING— 
GEORGIA 

One Mr. Corenblum was accused 
of uttering a worthless check upon 
the Mercantile Bank & Trust Com- 
pany, a Georgia corporation. It was 
charged that he knew that he had not 
sufficient funds in the bank for the 
payment of this check. This seemed 
to be a clear case in which the de- 
fendant could be criminally liable un- 
der the Georgia Bad Check Law. 
The defendant was adjudged guilty, 
but upon a review of the case brought 
before the Supreme Court it declared 
the Georgia statute unconstitutional 
because it violated the Constitution of 
Georgia which provides that no law 
shall contain matter different from what 
is expressed in the title of the act. In 
this case the title of the act provided for 
a law to regulate banking, to create the 


N Kansas the drawing of a 

worthless check is a criminal 
offense and it is no defense that 
the check was postdated, or was 
given for a past debt or that the 
payee was not defrauded. 


HE Georgia Check Without 

Funds Law was declared un- 
constitutional because not within 
the title of the general banking 
law. 


BANK to which a check was 


sent for collection acted at its 
peril in accepting in payment of 
such check drawee’s bank check 
on other bank, having no author- 
ity to accept in payment thereof 
anything other than money. 


EFUSAL of non-member bank 

of Federal Reserve System to 
remit at par for checks indorsed 
for remittance without exchange 
does not constitute dishonor. 


AVINGS assets of an_insol- 

vent bank shall be applied exclu- 
sively to the satisfaction of the 
savings depositors, and until their 
claims are paid in full savings 
depositors shall share ratably with 
commercial depositors in the dis- 
tribution of all other assets and 
resources of the bank. 


AN ot was held not liable for 


arrest of the drawer of a check 
which it wrongfully dishonored. 


HRISTMAS Club deposits 

placed with a trust company 
belong to the savings depart- 
ment and upon liquidation of the 
Company, the Club members 
share alike with other savings 
depositors. 


CCORDING .to a New York 

decision, Daylight Saving Time 
becomes the new “Standard” Time 
in the locality which adopts this 
change. 


HE admission by the Bank 

Superintendent of a third bank 
in a community where two banks 
are sufficient, is not a matter for 
the courts to decide unless there 
is an abuse of the Department’s 
discretion. 
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’ 
department of banking, to provide foi 
the incorporation of banks, and the 
renewal and surrender of charters, tc 
provide penalties for the violation oj 
laws “with reference to banking ang 
the banking business.’ a | 

The Court held that SO. far as the 
bad check was concerned “there does 
not seem to be a reasonable connec: 
tion between the imposition of a pen- 
alty for the giving of a check by one 
individual to another and the broad. 
general purpose of the act as ex 
pressed in the title.”- Because the 
statute in question was not within, 
the purview of the general title anc 
did not cover matters properly con- 
nected with the general subject and 
germane thereto, it was held uncon- 
stitutional and the defendant was re- 
ee Corenblum v. State, 113 S. E 
159 


BaNnK to WHIicH CHECK SENT FO! 
CoLLEcTION HEtp Not Av?HOoRIZED 
to ACCEPT IN PAYMENT DrAw- | 
EE’s BANK’s CHECK ON AN- 
OTHER BANK—FEDERAL 
CASE 


In the recent decision of the Fed-| 
eral District Court in North Carolina 
in Malloy v. Fed. Res. Bank of Rich- 
mond, reported in 281 Fed. 997 (Oct 
19, 1922), a check drawn by a loca} 
customer on a North Carolina bank. 
was mailed to a payee in Georgia, 
who deposited it in his bank in Flor-) 
ida from whence it went through 
various correspondents to the Federal 
Reserve Bank of Richmond which 
mailed it direct to the North Caro- 
lina drawee and received in return) 
the draft of that drawee representing 
that and other checks, which was dis- 
honored because of failure of the 
North Carolina bank. 

The Georgia payee sued the Fed! 
eral Reserve Bank of Richmond and 
the drawer of the check. 

The drawer of the check was Feld 
discharged when the check was fe-| 
ceived by the North Carolina drawee 
and charged to his account. 

The Court held that the Fedanall 
Reserve Bank of Richmond was di, 
rectly answerable to the payee of the 
check, notwithstanding the interven- 
ing banks, because under statute in 
Florida where he deposited the check, 
the bank of deposit was authorized to) 
employ subagents which become 
agents of the owner. This statute) 
crystallizes the judicial law of many 
jurisdictions that a bank is not liable 
for correspondents’ defaults but only) 
for the selection of suitable cor- 
respondents who become subagents) 
of the owner of the paper. | 

The Court held that the liability ot 
non-liability of the Federal Reserve 
Bank of Richmond to the payee de- 
pended upon the answer to two ques- 
tions (1) whether it was negligent a 


. | 
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LD figures are treacherous fig- 

ures. Last week’s accounting is 
a matter of record—not an index of 
today’s condition. 

Books kept on the Underwood 
Bookkeeping Machine are rarely 
more than a day, often less than an 
hour, behind the last transaction. 

Ledgers, for instance, are kept.in 
perpetual balance. A trial balance can 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


Take the Ledger out of 
“the Shadow of the Pen” 


be struck almost automatically when- 
ever desired. Statements are ready 
for mailing on the last day of the 
month — without overtime. 


Think of the advantages in econo- 
my for the bank, better working con- 
ditions for employees, and better 
service to customers that result from 
Underwood accounting — accounting 
taken ‘‘out of the Shadow of the Pen’’. 


Executives will be interested in ‘‘Taking Industry Out of the 
Shadow of the Pen’’. A copy will be sent on request. Write to 


Underwood Typewriter Co., Inc., Underwood Building, New York 


Branches in all principal cities 


UNDERWOOD 
Bookkeeping 


MACHINE 
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UNDERWOOD TYPEWRITER CO., INC., Underwood Building, New York 


Send Underwood Bookkeeping Machine fal Sone bony ots d sling ingoery 
out of the adow ofthe Fen . 


representative from nearest branch office 
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sending the check to the drawee for 
collection (2) whether it was negli- 
gent in accepting the check of the 
drawee in payment. 

Upon the first question, it held that 
while the judicial rule is that it is 
negligent to send a check direct to 
the drawee and while the statute in 
North Carolina authorizing sending 
direct to payor did not apply to a 
bank in Virginia but only to the banks 
in North Carolina, nevertheless the 
circular of the Federal Reserve Board 
which stated that in handling items, 
the Board will require that each mem- 
ber and non-member clearing bank 
authorize its Federal Reserve Bank 
to send direct to the drawee, become 
a part of the contract and permitted 
the Federal Reserve Bank of Rich- 
mond to send direct. 


Upon the second question, however, 
the court cited the numerous authori- 
ties that a collecting bank is author- 
ized to take money only in payment 
and held that there was no evidence 
of any custom existing either in Vir- 
ginia or North Carolina by which 
collecting banks were authorized to 
accept from their agents or sub- 
agents or from drawee banks any- 
thing but money. 


Upon this latter point, the Federal 
Reserve Bank of Richmond was held 
negligent in taking the check of the 
North Carolina bank in place of 
money and responsible to the owner 
of the check, in the sum of $9,000 
with interest and costs. 


The Court said: “The authorities 
appear to be practically uniform in 
holding that, in the absence of any 
instruction or permission from the 
owner of the check, or any custom 
brought to the notice of such owner, 
to the contrary, the bank had no 
authority to accept or receive in pay- 
ment of the check intrusted to it for 
collection anything other than money. 
Among many other decided cases, the 
following are cited as sustaining this 
proposition: Ward v. Smith, 7 Wall. 
(74. U; S.) 447,19 L. Ede 20728 Fitth 
Nat. Bk. v. Ashworth, 123 Pa. 218, 
16 Atl 597; 2° eR An493° Nat. Bk. 
v= Am. Exch. Bank, 150) Mo. 320), 52 
S. W. 265, 74 Am. St. Rep. 527.” 


Note: This decision is worthy of 
note and it will be useful in showing 
banks the necessity of fully protecting 
themselves by an instruction authoriz- 
ing them to receive bank drafts in 
payment for checks deposited for 
collection. See Opinions 1305-1307 in 
the “Digest of Legal Opinions of Thom- 
as B. Paton.” 


Banks Wuicu Arete Not MEMBERS OF 
FEDERAL RESERVE SysteM Can 
CHARGE ExcHANGE oN REmIT- 
TANCES AND REFUSAL To RE- 

MIT AT Par Dorks Nor 
Constitut&é  Drs- 
HONOR—OREGON 


The Federal Reserve Bank of San 
Francisco has gone to the length of 
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endeavoring to coerce the Brookings 
State Bank, of Oregon, to accede to 
its demand that the latter bank agree 
to remit at par. Its purpose was ob- 
vious, from the fact that it maintained 
an agent at Brookings for practically 
a year at an expense to it of $3,542, 
for collecting over the counter checks 
and drafts upon the Brookings Bank, 
knowing at the time that the pro- 
cedure was embarrassing to the bank, 
and required it to maintain a much 
larger reserve in its coffers to take 
care of its current business, thus de- 


priving the Bank of its ordinary 
earnings. The Federal Reserve Bank 
also adopted another method for 


making collection through the mail, 
namely, by sending checks and drafts 
drawn on the Brookings Bank direct 
to the bank, indorsed, “Pay to Brook- 
ings State Bank, for collection only 
and remittance in full, without de- 
duction for exchange or collection 
charges.” 


The case brought up several ques- 
tions, and the conclusions of the 
Court were as follows: (1) The Fed- 
eral Reserve Bank has the option to 
collect from non clearing bank, if it 
can do so without paying exchange. 
(2) Non member banks can charge 
reasonable exchange on remittances. 
(3) Federal Reserve Bank cannot 
coerce non member banks to remit 
without exchange. (4) Non member 
bank is not required to remit at par 
and its return of the checks without 
payment as demanded was not tanta- 
mount to dishonor. Brookings State 
Bank v. Federal Reserve Bank, 281 
Fed. 222. 


Savincs Deposrrors Have First Litn 
on ASSETS OF SAVINGS DEPART- 
MENT OF INSOLVENT BANK AND 
Atso SHARE RATABLY IN 
OrHER AssETS—OREGON 


The State Bank of Portland, Ore- 
gon, which conducted commercial and 
savings departments became insolvent. 
About one-half the sum in the hands 
of the receiver was realized from the 
assets of the savings department and 
the remaining half from other assets 
of the bank. The receiver was about 
to declare and pay a dividend to each 
of the depositors, some. of whom 
proved claims against both depart- 
ments, and this suit was brought for 


‘the purpose of securing . directions 


from the Circuit Court as to the 
proper distribution. Without going 
into details of the respective claims 
the Court held in brief that “The sav- 
ings assets shall be applied. exclu- 
sively to the satisfaction of the sav- 
ings depositors and until their claims 
are paid in full savings depositors 
shall share ratably with commercial 
depositors in the distribution of all 
other assets and resources of the 
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bank.” In other words if the say- 
ings depositor is not paid in full, the | 
unpaid balance of his deposit is placed _ 
on a parity with all other deposits 


and entitled to a pro rata distribu- 
tion. 


In regard to the right of a depositor _ 
to set off his indebtedness to the de- 
funct bank, it was held that such right — 
exists in this case. The rule has been — 
held otherwise in those cases where } 
the savings bank was conducted by | 
depositors upon the mutual plan, for | 
the reason that the depositors all 
have a common interest in the in- | 
vested savings funds and each is en- | 
titled to his proportionate share of | 


the profits. Upham vy. Bramwell, 209 
Paces lO0d: | 
Nore: A case somewhat similar in 


principle to this was decided in | 
Massachusetts. See Petitions of Al- | 
len, 136 N. E., 269. 


BuRDEN OF PROovING PAYMENT OF DEposiIt 
Rests oN BANK—TEXAS. 


Lillie Farrington had on deposit with 
her bank $6,182. She alleged that she 
drew out and received from the bank | 
on various checks $5,682, leaving a bal- 
ance of $500, for which she seeks re- 
covery. The bank claims non-liability — 
on the ground that the $500 was with- 
drawn by her on her check for that sum 
payable to L. E. Smith. 


The court placed the burden of proof 
upon the defendant and the case was 
submitted to the jury to decide (1) 
whether or not the check in evidence 
bore the genuine signature of Lillie 
Farrington and (2) whether at the time 
the check was cashed Lillie Farrington 
was present and identified the payee. 

On the question of proof, it was de- 
cided that the burden was properly | 
placed upon the bank to prove payment. | 
City National Bank of Commerce Vv. | 
Farrington, 243 S. W. 544. 


WHETHER ANOTHER BANK SHOULD BE | 
ALLOWED IN COMMUNITY, NOT FOR | 
Courts—SoutH DAKOTA. = | 


The plaintiffs are stockholders in the | 
only two banks which have continued in — 
business for twenty years in Centerville, _ 
South Dakota. They brought an action © 
to restrain the Bank Superintendent 
from admitting a third bank on the | 
ground that the existing banks have | 
supplied adequate banking facilities to | 
the citizens and the establishment of a — 
third bank would result in great dam- — 
age to the third bank. S| 

The court held that, whether another | 
bank should be allowed in a particgy | 
banking community, even if not within 
the Banking Department’s discretion, | 
should not be controlled by the courts 
unless there is an abuse of the Depart- 
ment’s discretion. In re Mee, 189 N. W. 
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Outselling because of the comfortable, re- 
liable, low-cost transportation it gives, day 
in and day out. Outselling because sheer 
beauty, fine manulacturing and deep-down 
goodness clearly entitle it to outsell. 


Cord tires, non-skid front and rear; disc steel wheels, demountable at rim 
and at hub; drum type lamps; Alemite lubrication ; motor-driven electric 
horn; unusually long springs; new type water-tight windshield. Prices 
F. O. B. Detroit, sevenue tax to be added: Touring Car, $885; Roadster, 
$885; Club Coupe, $985; Four-Passenger Coupe, $1235; Sedan, $1335 


MAXWELL MOTOR CORPORATION, DETROIT, MICH. 


MAXWELL MOTOR CO. OF CANADA LTD., WINDSOR, ONT. 
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Bank Has RicH?’ oF Set oFF WHERE 
Derositror Dirks INSsoLvENT— 
CALIFORNIA. 


A depositor of a bank died insolvent, 
leaving a deposit to his credit of $360.33. 
The bank at the time held a note of the 
decedent in the sum of $5000 which had 
not yet matured, and wishes to set-off 
this debt against the insolvent estate. 
The court deciding this question for the 
first time in California held that the 
bank had such right of set-off even 
though the debt was not due. Pendle- 
ton v. Hellman Commercial Trust & 
Savings Bank, 208 Pac. 702. 


Protest FineD witH STATE BANKING 
BoARD QUESTIONING INTEGRITY OF 
APPLICANT FOR CHARTER PRIVI- 
LEGE Not LipeLous REGARD- 

LESS OF INTENT WITH 
WuicH FirEp—NE- 

BRASKA. 


The plaintiff, formerly commissioner 
of public lands and buildings of Ne- 
braska, was one of the promoters and 
organizers of the State Bank of Scott’s 
Bluff. He and others had filed an ap- 
plication with the Banking Board for a 
charter for the bank. His good repu- 
tation for fair dealing, which was gen- 
erally known, was of great value in 
his business. 

The defendant, who was a man of 
great wealth and influence in the neigh- 
borhood, filed a protest with the Bank- 
ing Board in the following alleged 
false and libelous language: “The pro- 
testant (defendant) questions the in- 
tegrity of G. L. Shumway, (plaintiff), 
while he held the office of the Commis- 
sioner of Public Lands and Buildings 
of the State of Nebraska, in connection 
with the potash industry,” etc. It is 
alleged that the matter published was 
known by the defendant to be false, 
that he was actuated by malice, hatred 
and ill will, and that his purpose was 
to prevent the plaintiff from obtaining 
a charter. This protest was circulated 
by the public press and given wide pub- 
licity, and the plaintiff brought suit to 
recover $50,000 as damages to his good 
name and reputation. 

The defendant’s demurrer admits the 
truth of the plaintiff’s allegations, and 
defendant claims that he is protected 
by the rule of absolute privilege. 

The court decided in favor of the 
defendant, saying that “The integrity 
and responsibility of the plaintiff being 
matters of pertinent inquiry by the 
Banking Board, the issue raised by the 
defendant’s protest is relevant and ma- 
terial to the inquiry,” and that the pro- 
test was absolutely privileged insofar as 
the proceedings of the Board were con- 
cerned. The defendant could not be 
regarded as a stranger to the proceed- 
ings, and could not be denied the privi- 
leges and immunities granted a party 
litigant. Where his protest is relevant 
and material to the issue, it matters not 
what his motive is. Shumway v. War- 


rick, 189 N. W. 301. 
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CASHIER’S APPROPRIATIONS OF DIFFERENT 
AMOUNTS ON DIFFERENT Dates HELD 
SEPARATE OFFENSES—TEXAS, 


One Miller, a cashier, was tried and 
convicted of embezzlement of funds 
which he had received during the course 
of his employment. In one case the 
charge was that on October 15, 1918, 
he embezzled $400, in the other that on 
December 16, 1918, he embezzled $750. 
In the present case he is charged with 
embezzling $200 on August 29, 1918, 
and the defendant files a plea of former 
jeopardy. It was argued in behalf of 
the defendant that the appropriation by 
this defendant at different times and 
of different sums of money belonging 
to his employer constituted a continu- 
ous offense, that the employment was 
continuous and each appropriation was 
in pursuance of a continuous intention 
on the part of defendant to appropriate 
some part of the moneys of his em- 
ployer that came into his hands each 
week or each month. 

The court held that the plea of 
jeopardy would not lie, saying: “Wheth- 
er appellant made up his mind on three 
several days to appropriate the three 
several amounts referred to in the in- 
stant case, and the other two men- 
tioned in his plea of jeopardy, or wheth- 
er he had previously made up his mind 
to abstract from such moneys as came 
into his hands varying sums on differ- 
ent dates, would not seem to us to affect 
the fact that each sum appropriated was 
in law a separate embezzlement, and 
punishable as such.” Miller v. State, 
242 S. W., 1040. 


Bank HE tp Not LiAsBLe For ARREST OF 
DRAWER oF CHECK WRONGFULLY 
DisHONORED—CALIFORNIA 


Tempest Bearden drew a_ good 
check, payment of which was wrong- 
fully refused by the Bank of Italy. 
The plaintiff claims that, as the result 
of the wrongful refusal she was, at 
the instance of the payee, arrested 
and put in jail for drawing a bad 
check, and now brings an action 
against the bank for $25,000 damages. 
The payee had informed the bank 
that the plaintiff would be arrested 
if the check was not paid. It was also 
pointed out that such a consequence 
might follow the refusal, since the 
issuance of a check upon a bank with- 
out funds or credit to meet it is a 
public offense which notoriously fre- 
quently results in the arrest and im- 
prisonment of the drawer of the 
check. 

The Court held that the plaintiff 


could not recover for the reason that ~ 


the wrongful refusal to honor the 
check was not the proximate cause 
of the arrest. It did not necessarily 
follow that the plaintiff would be ar- 
rested and charged with a felony be- 
cause of the bank’s act. ‘The arrest 
was caused by an independent human 
agency, and was an intervening and 
separate cause for which the bank 
was not liable. Bearden v. Bank of 
Italyer207 = bacw270 
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CuristMas Cius Deposits Hep to BE 
TREATED AS SAVINGS 
MASSACHUSETTS } 


$188,201.60 cash standing to the 
credit of the Christmas Club had been 
credited on the books in the Com- 
mercial Department of the Hanover 
Trust Co., of Boston, bankrupt. By 
court decree, it was ordered that these 
deposits be transferred to the savings 
department. The Court declared that 
they were savings deposits and bound 
to be treated as such in the liquida- 
tion of the company. Yet “they are 
not a special fund belonging to that 
department to be distributed to the 
Christmas Club depositors alone, giy- 
ing to them preference over other de- 
positors in that department.” 
Hanover Trust Co., 136 N. E. 112. 


TENDER OF CHECK Goop UNLEss Opsjec- 
TION MADE—OKLAHOMA. 


A check was given in payment for 
rental of oil property. 


be paid on presentation. 


payment. The court said: “It is ordi- 
narily required of one to whom pay- 
ment is offered in the form of a check, 
that he make his objection at the time 
to the offer of a check to this manner of 
payment. Payment by check or similar 


bank paper has become so generally | 
in business - | 
. 


recognized as_ acceptable 


transactions that the omission to make | 
objection to the form of payment is re-_ 
- garded as a waiver of the right to de 


mand payment in money. ‘This 


especially true where the offerer could } 


readily obtain the money to tender i 
in time, if the person receiving 
check had made _ objection 


Inc., et al., 281 Fed. 653. 


DEposIts— C4 


The landlord 
accepted it without objection and made 
no effort to ascertain whether it would — 
He seeks to — 
terminate lease on the ground of non- 


+ 


| 


In Rey 


in time.” | 
Gaunt vy. Alabama Bound Oil & Gas Co, | 


Nores—NotE witH No Speciric DATE | 


Sratep Is PayaBLE ON DEMAND— _ 
Note SpeciryInc No INTEREST 
Rate BEARS THE LEGAL 


RateE—NeEw YorRK. 


The following note was construed by 
the Appellate Division of the Supreme — 


Court: 


“On ——, for value received, the 
undersigned hereby promises to pay 


to George Coffing Warner, or order, | 


$20,000, with interest at the rate 
of —— per cent., per annum.” 


fill in these blanks is immaterial, be | 


cause a note, which promises to pa 
without a specific date being stated, 1 
payable on demand, and where it 1 
payable with interest, with no rat 


specified, the legal rate of interest ap- { 
plies. The note was also held negotiable. | 
Chelsea Exchange Bank y. Roulstone | 


ef al, 195. -N; Yao. 419: 
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CAPITAL $105,000~ SURPLUS $105,000 
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Gentlemen: 


tions upon the 
hank you for your letter of congratula C 
cere of a Piftieth anniversary with the First Wational Bank 


of Princeton. 


It is with pleasure that I state that the RAND McNALLY 


uu) a that for 
4 S RECTORY is the "book I was brought up_on" an 
ety coera I have found the BANZERS BLUE BOOK accurate, 


i i i BANK 

te. and in my opinion It IS THE BEST 

relists ae PUBLISHED, or ever published during my half century's 
experience in the banking business. 


your publication its merited continued success, I am 


Wishing 


Yours vepy truly, 


H.C, ROBERTS WITH 
NATIONAL BANK 50 
YEARS AS OFFICER 


Golden Anniversary of Princeton 
Bank President to Be Cele- 
brated Saturday Night 
with Banquet. 


UE Sapee progressive banks throughout the United States use 

the RAND M¢CNALLY BANKERS DIRECTORY as a daily help to 
eficient service. For a half century it has been the standard book 
of its kind—complete, accurate, and comprehensive. 


Practically all of our subscribers show their appreciation by renewing 
from year to year, proving the BLUE BOOK to be entirely satisfactory, 
and we certainly are trying to make it more so with every issue. 

The next issue—J anuary 1923—is now being compiled. If your subscription has 


not been sent to us see to it that you are recorded as a subscriber, as only sufficient 
books are published to fill orders received prior to printing, 

The BLUE BOOK is in constant service in eighty per cent of the banks of the 
United States. It has four times the circulation of any similar publication—the largest 
bank circulation in the world. 


STARTS AS BOOKKEEPER 


Devotion to Duty and Tireless 
Energy Win Place for Mr. 
Roberts as Head of One of 
County’s Leading Finan- 
cial Enterprises—Dean 
of Bankers’ Fed- 
eration, 


In celebration of the 50th anniversary | 
of the connection of President ‘Harry ©.| 


aA Ay A G Roberts with the First’ National bank, 
[iy A ID rey IL y aR OMUPANY the directors of that imetitution have 
EAA SG arranged for a banquet at the Firat | 
Largest Publishers of Banking Publications in the World SR ae 


to which the presidents, 
cashiers and assistunt 

bank in the e+ 
It ix giver 
stitutios 


536 S. CLARK STREET CHICAGO 
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Form of Contract For Co-operatives 


HE State Bank Division of the 

American Bankers Association, in 

cooperation with the Association 
Commission, has undertaken to partici- 
pate in the extension of cooperative 
marketing of farm products. 

“Legal Phases of Cooperative Asso- 
ciations” are considered in Bulletin No. 
1106, issued by the United States Depart- 
ment of Agriculturé. The bulletin was 
prepared by L. S. Hulbert, Assistant 
in Cooperative Marketing, Bureau of 
Economics. Copies may be _ obtained 
from the Superintendent of Documents 
of the Government Printing Office at 
Washington for fifteen cents each. A 
form of contract between cooperative 
associations and their members is sug- 
gested, with the understanding that such 
form is to be modified in accordance 
with the legal requirements of respec- 
tive States and circumstances peculiar 
to any cooperative association organized. 
The suggested form of contract is as 
follows: 

LB eee CoopERATIVE ASSOCIATION 
STANDARD FORM OF CROP CONTRACT 

Tuts AGREEMENT, made and entered into at 
sclera tals eel eters etre ts are ieee on this day of 
sosnutethagalalatsmtaceetsccls stages A. D. 19.., between the 
isn NONE evel oteleeetane, 48 re Association, formed under 
the laws7otather State ofmeneermecn ences sees 
having its principal place of business at...... 


alietoners ietelalssisislersiaisisieiets sa aryettan the Said! state 
(hereinafter referred to as the association), 


Ei heron an komen DASA SD on » a grower of 
(fruit.and #veretables) mote eee eee 
County, Obs ene ree pmotatemom. onan 


(hereinafter referred to as the grower), wit- 
nesseth: 

That for and in consideration of the ex- 
penses to be incurred by the association in 
providing meang and facilities for handling, 
storing, and marketing (fruits and vegetables), 
including the expense of locating, organizing, 
and establishing markets, and in further con- 
ideration of the mutual obligations and prom. 
ises of the respective parties hereto, it is 
hereby agreed as follows: 


year 19...., and every year 
thereafter continually. On or before (April 1) 
of each year the grower shall report to the 
association the acreage to be grown by him 
during that year of (fruits and vegetables) 
covered by this contract. During the growing 
season the grower shall also furnish such 
information concerning said (fruits and vege- 
tables) as may be requested by the manager. 

2. That either party may cancel this contract 
on the first day of (April) of any year by 
giving notice in writing to that effect to the 
other party at least thirty (30) days prior to 
said date. Upon such notice the grower shall, 
prior to said first day of (April), pay or satis- 
factorily secure any indebtedness then due from 
him to the association and deliver his copy 
of said contract to the association; such can- 
cellation shall not affect any incompleted sales 
or transactions between the parties hereto, nor 
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release either from any indebtedness then un- 
paid or thereafter accruing under this contract, 
nor relieve the grower from his obligation to 
sell through the association, nor the association 
of its obligation to handle all the (fruits and 
vegetables) described in section 1 which were 
grown during the preceding season. It is 
expressly agreed that this contract shall be 
binding upon the legal representatives of the 
grower. 

3. That harvesting, grading, inspecting, pack- 
ing, storing, and shipping of the (fruits and 
vegetables) shall be done in accordance with 
the by-laws and rules of the association. 

4. That all (fruits and vegetables) delivered 
by the grower may be -marketed in assorted 
lots or with other (fruits and vegetables) of 
like quality, variety, and grade, and the net 
proceeds of any or all of such shipments may 
be prorated during such period or periods as 
the board of directors from time to time may 
determine. 

5. That the association shall have a lien 
upon the (fruits and vegetables) hereby con- 
tracted by the grower to be delivered to the 
association for any indebtedness of any kind 
owing by him to the association, and any such 
indebtedness shall be deducted out of the net 
proceeds of the sale of such (fruits and vege- 
tables). ; 

6. That the grower will not sell or other- 
wise dispose of his (fruits and vegetables) 
covered by this contract to any purchaser ex- 
cept through the association unless such, (fruits 
and vegetables) have been rejected by the 
association. In case the grower is offered a 
price in excess of the price presently obtainable 
by the association he may submit such offer 
to the manager. If deemed advisable the man- 
ager may authorize the member to accept the 
offer, but payment for the product shall be 
made to the association. 

7. That the (fruits and vegetables) covered 
by this contract shall be marketed by the 
association wherever a market may be found 
which in its judgment and in accordance with 
its by-laws and rules shall justify such market- 
ing. The association shall not be liable for 
any damage that may be sustained through act 
of God or public enemy, or accidents in ship- 
ment or storage, or unavoidable failure to 
secure suitable storage or markets for the 
proper handling and storing and marketing 
of said (fruits and vegetables). Any loss 
peeasioned by the grower shall be borne by 
lim. 

8. That the grower will pay the association 
its regular charges for its services, including 
handling, storing, shipping, and marketing, 
which charges are to be fixed by the board of 
directors of the association, and which shall 
be in amount sufficient to pay all expenses of 
rendering such service, including the over- 
head expenses of the association. The grower 
gives the association the right to deduct the 
amount necessary to cover such charges from 
the returns received from his (fruits and 
vegetables). 

9. Any member who fails or refuses to 
deliver his (fruits and vegetables) to the 
association in accordance with this agreement 
shall pay to the association the sum of...... 
for each 
not delivered by him to compensate the asso- 
ciation for its expenditures in providing and 
maintaining for him the machinery, equip- 
ment, facilities, personal service, and informa- 
tion necessary to market his crop. And, in 
addition thereto, the grower shall be liable to 
the association for all damages suffered by it 
as a result of the breach of contract. This 
contract contemplates the delivery of the 
(fruits and vegetables) covered thereby, and 
not the payment of compensation in lieu 
thereof. 

10. That the association shall have the power 
to borrow money in its name and on its own 
account on the (fruits and vegetables) con- 
signed to it, products manufactured therefrom, 
or on any accounts of the sale thereof, or any 
drafts, bills of lading, bills of exchange, notes, 
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acceptances, or any commercial paper held | 
it, and to pledge in its own name and on} 
own account drafts, bills of lading, bills I 
exchange, notes, acceptances, or any comm 
cial paper as collateral. { 

11. That there are no oral or any oth 
conditions, promises, covenants, representatio| 
or inducements in addition to, or at variat, 
with any terms hereof, and that this agreemi) 
represents the voluntary and clear understai) 
ing of both parties fully and completely. 

IN WITNESS WHEREOF the said parties hi} 
executed this contract in duplicate. | 


Division Committees 


President H. A. McCauley of t) 
State Bank Division of the Americ) 
Bankers Association has announced t 
appointment of committees as follows: 

State Legislative -Committee: D, ]| 
Armstrong, Vice-President Commerci 
Trust & Savings Bank, Memph 
Tenn., Chairman; J. A. Ormond, Cashi 
Citizens State Bank, Marianna, Flo! 
ida; C. B. Hazlewood, Vice-Preside. 
Union Trust Company, Chicago, IIlinoi, 
Wm. B. Hughes, Secretary Nebras] 
Bankers Association, Omaha, Nebrask'| 
E. D. Huxford, President Cherok 
State Bank, Cherokee, Iowa. 

Federal Legislative Committee: C. | 
McCain, Vice-President Bankers Tru 
Company, Little Rock, Ark., Chairmai 
Geo. A. Holderness, Chairman of Boar 
Farmers Banking & Trust Compan! 
Tarboro, N. C.; N. S. Calhoun, Vic’ 
President Bank of Maysville, Maysvill 
Kentucky; Wm. P. Sharer, Preside: 
Midland Bank, Cleveland, Ohio; F. ( 
Addison, Jr., Secretary District of Ci! 
lumbia Bankers Association, Washin; 


‘worny (DE 1G. | 

Farm Finance Committee: W. 
Gordon, President Farmers Saving 
Bank, Marshall, Missouri, Chairmar' 
Grant McPherrin, President Centr 


State Bank, Des Moines, Iowa; M. F 
Malott, President Citizens Bank, Abi 
ene, Kansas; H. A. Moehlenpah, D 
rector Citizens Bank, Clinton, Wiscor 
sin; Wm. Wayman, President Empor’ 
State Bank, Emporia, Kansas. Br 

Public Service Committee: R. ¢ 
Hecht, President Hibernia Bank & Tru: 
Company, New Orleans, La., Chairmar 
Burton M. Smith, President Bank ¢ 
North Lake, North Lake, Wisconsin) 
Jerome Thralls, Vice-President Discour 
Corporation of New York, New Yor) 
N. Y.; J. R. Kraus, Vice-Presider 
Union Trust Company, Cleveland, Ohio 
Guy E. Bowerman, Vice-President Fre 
mont County Bank, Sugar City, Idahe 

Committee on Exchange: Chas. de F 
Claiborne, Director Whitney-Centré 
- | 
¢ 
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| rust and Savings Bank, New Or- 
ns, Chairman; J. W. Hoopes, Vice- 
ae Central State Bank, Dallas, 
as; Vaughan, Jr., Cashier 
ughan & Company, Franklin, Vir- 
nia; L. C. Humes, Vice-President 
waranty Bank & Trust COTE 
emphis, Tennessee. 


Heads of State Banking Depts. 


_ Alabama—H. H. Montgomery, Super- 
tendent of Banking, Montgomery. 
Arizona—Doane Merrill, Superintend- 
it of Banks, Phoenix. 

Arkansas—Chas. McKee, Commis- 
oner of Banking, Little Rock. 
California—Jonathan S. Dodge, Su- 
‘rintendent of Banks, San Francisco. 


‘Colorado—Grant McFerson, State 
ink Commissioner, Denver. 
‘Connecticut—John B. Byrne, Bank 
mmissioner, Hartford. 
Delaware—George L. Medill, State 
ink Commissioner, Dover. 
Florida—Ernest Amos, Comptroller, 


‘ullahassee. 

_ Georgia—T. R. Bennett, Superintend- 
(t of Banks, Atlanta. 

Idaho—J. G. Fralick, Commissioner of 
ie Department of Commerce and In- 
(stry, Boise. 
Illinois—Andrew Russel, 
ublic Accounts, Springfield. 


Auditor of 


Indiana—Charles W. Camp, Bank 
6mmissioner, Indianapolis. 
Towa— Murray, Superintend- 


it of Banks, Des, Moines. 

Kansas—F. H. Foster, Bank Commis- 
oner, Topeka. 

Kentucky—James P. Lewis, Commis- 
oner of the Department of Banking 
ad Securities, Frankfort. 


\Lovisiana—L. E. Thomas, Examiner 
¢ State Banks, Shreveport. 
Maine—Fred. F. Lawrence, Bank 


bmmissioner, Augusta. 
Maryland—George W. Page, 
ommissioner, Baltimore. 
Massachusetts—Joseph C. Allen, Com- 
issioner of the Department of Bank- 
ig and Insurance, Boston. 
(Michigan—Hugh A. McPherson, Com- 
‘issioner of Banking, Lansing. 
Minnesota—Russell B. Rathbun, Su- 
“tintendent of Banks, St. Paul. 
Mississippi—E. F. Anderson, Chair- 
‘an of the Board of Examiners, Clin- 
in. 

Missouri—J. G. Hughes, 
ommissioner, Jefferson City. 
Montana—L. Q. Skelton, Superintend- 
it of Banks, Helena. 

Nebraska—J. E. Hart, Secretary of 
‘e Department of Trade and Com- 
‘erce, Lincoln. 

Nevada—Gilbert C. Ross, State Bank 
xaminer, Carson City. 

New Hampshire—James O. Lyford, 
hairman of the Board of Bank Com- 
issioners, Concord. 

New Jersey—Wm. E. Tuttle, Jr., Com- 
issioner of Banking and Insurance, 
renton. 

New Mexico—J. B. Read, State Bank 
xaminer, Santa Fe. 

New York—George V. McLaughlin, 
iperintendent of Banks, Albany. 


Bank 


Banking 
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North Carolina—Clarence Latham, 
State Bank Examiner, Raleigh. 
North Dakota—Gilbert Semingson, 


State Examiner, Bismarck. 

Ohio—H. E. Scott, Superintendent of 
Banks, Columbus. 

Oklahoma—Roy Wolcott, Bank Com- 
missioner, Oklahoma City. 

Oregon—Frank C. Bramwell, Super- 
intendent of Banks, Salem. 

Pennsylvania—Peter G. Cameron, 
Banking Commissioner, Harrisburg. 

Rhode Island—George H. Newhall, 
Bank Commissioner, Providence. 

South Carolina—W. W. Bradley, State 
Bank Examiner, Columbia. 

South Dakota—John Hirning, Super- 
intendent of Banks, Pierre. 


465 


Tennessee—S. S. McConnell, 
intendent of Banks, Nashville. 
Texas—J. L. Chapman, Commissioner 
of Insurance and Banking, Austin. 
Utah—Seth Pixton, Bank Commis- 
sioner, Salt Lake City. 
Vermont—George B. Carpenter, Com- 
missioner of Banking, Montpelier. 


Super- 


Virginia—F. B. Richardson, Chief 
Examiner of Banks, Richmond. 
Washington—John P. Duke, Super- 


visor of Banking, Olympia. 
West Virginia—Joseph S. Hill, Com- 
missioner of Banking, Charleston. 


Wisconsin—Marshall Cousins, Com- 


missioner of Banking, Madison. 
Wyoming—R. J. Hofmann, State Ex- 
aminer, Cheyenne. 


Steel Furnaces Made in St. Louis 
T. LOUIS is today the world’s biggest market for 


steel furnaces. 


The production of these essential 


household articles on a vast scale has helped give St. 
Louis its present prominence as an industrial center. 


@ In a like manner the Mercantile Trust Company is contributing 
financial prestige to St. Louis by rendering essential banking service 


Banking 
Bond 


Corporation 


Member Fedeval 
Rerevve Sirtem 


E 
(ossssaess 


Real Estate Loan 
Real Estate 
Public Relations 


Mercantile Jy 


to thousands of firms and individuals in all parts of the United 
States, through itsnine highly specialized, ably managed departments: 


Safe Deposit 
Savings 


OS. Coveennent 
Jizpervision 
-—-TO ST. CHARLES 


SAINT LOUIS 
Capital and Surplus $10,000,000 
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CLEARING HOUSE SECTION gage 


Service Charges for Unprofitable Accounts | 


i following notice has been 
sent to the depositors of all mem- 
ber banks of the New Orleans Clear- 
ing House Association regarding the 
service charge which will be made 
against all unprofitable accounts. 

“All of the banks of the New Or- 
leans Clearing House Association 
have found that every account which 
carries an average balance of less 
than $100 is handled at an actual loss. 
For this reason the New Orleans 
banks have found it necessary to 
adopt the practice in effect in many 
other cities and make a small charge 
on such accounts. All the banks, 
pete have adopted the following 
rule: 

“A service charge of 50 cents per 
month will be made for handling the 
checking account of any individual, 
firm or corporation whose account 
shows an average daily balance of less 
than $100. Balances will be figured 
from the 27th of one month through 
the 26th of the month following, and 
the service charge, if any, will be 
debited to the account and charge 
ticket for same will be included with 
cancelled checks for the month cur- 
rent. 

“This charge will not apply to any 
account against which no check is 
drawn during the month, nor is it ap- 
plicable to any savings account. 

“On September 27 this will be- 
come effective, so that any account 
subject to check which between that 
date and October 26 has not shown 
an average balance of $100 will be 
charged with 50 cents on October 26 
if any checks have been drawn against 
ie. 

We believe the day is not far dis- 
tant when the clearing house com- 
mittee of every clearing house associ- 
ation in the country will seriously 
consider what the New Orleans Clear- 
ing House Association and other as- 
sociations have done during the past 
few years. 


Standard for Bank Check and 
Draft 


The time of the year is approach- 
ing when many banks will place 
orders for a new supply of checks 
and drafts. At this particular time 
we want to again bring to your atten- 
tion the standardized forms which 
have been recommended by the Clear- 
ing House Section and the State 
Secretaries Section, and urge all mem- 
ber banks to adopt the sizes sug- 
gested. 

Bank Drafts, Certificates of Deposit, 


Cashiers’ Checks, Trade Acceptance 
and Voucher Checks (when folded) 
83% x 33% inches. 

Customers’ Checks 8%4x31/16 
inches, except that special checks re- 
quiring voucher panels, outlook ovals, 
etc., which cannot be made on this 
size, may be made the same size as 
bank drafts, but in no instance to 
exceed 83% x 334 inches. 

Pocket checks 6x25% 
no exception. 

It is understood that the check and 
draft stubs may be made in such con- 
venient size as will not cause waste 
in cutting from standard sheets of 
paper stock. 


inches, with 


Operation of a Successful County 
Clearing House 


This organization, like all other clear- 
ing houses, was born of necessity. Lan- 
caster, Pa., with ten banks and trust 
companies, and Lancaster County, with 
forty banks outside the city, had out- 
grown the then existing customs, and 
felt the necessity for something better. 
It was apparent that with each of the 
ten banks in the city keeping up daily 
correspondence with practically every 
bank in the county, and with each rural 
bank corresponding with nearly if not 
all of the city banks and many through- 
out the county, there must be some bet- 
ter method through the Lancaster Clear- 
ing House Association, whereby labor, 
postage and annoyance could be reduced. 

About sixteen years ago (1906) the 
representatives of the Lancaster Clear- 
ing House Association called a meeting 
of representatives from each bank in the 
county and presented the matter for 
consideration. They presented it in a 
spirit of fairness and to show good 
faith, proposed a committee of eight, 
three from the city and five from the 
county, who should prepare a plan of 
operation and agreed to abide by their 
action, at least until the plan had demon- 
strated itself a success or failure. 

The committee met and in two hours 
time had prepared a plan of operation 
that was not only workable but so 
highly satisfactory that it has not been 
Tues added to, or taken from, to this 
ay. 

As to plan: the ten city banks were 
arranged in order of their resources, 
and each was required to take over the 
clearing for a certain number of coun- 
try banks located in the County. The 
average number would have been four, 
but the arrangement assigned five or six 
to the largest banks and two or three 
to some of the smaller ones. Then the 


466 


country banks were asked to prese 
first, second and third choice for t 
bank that should represent them, but - 
case this feature should fail, the La 
caster Clearing House Association h; 
power to assign. With these arrang 
ments completed, the workings are su 
that while one out of town bank hy 
formerly ten correspondents in La 
caster City and several more in 1 
county, it now has one corresponde 
and receives all checks coming to it © 
the course of business and drawn on ai 
one of the fifty banks of Lancast 
County. 

This means that with but a single i 
ter to a correspondent in Lancaster, t 
bank referred to is able to send throu; 
the clearing house on the following da 
all checks received on any or all of t! 
fifty banks constituting the associatic 
and have them at their destination c 
the second day, thus obviating the n 
cessity of starting checks on an wu 
chartered sea without the possibility « 
knowing their whereabouts or when th 
will reach their destination. At the san. 
time, the representative in Lancast 
honors and forwards all the checl 
drawn on the out-of-town bank th. 
may be presented at the clearing hou 
by the other nine members, including 
checks received from their correspon. 
ents in Lancaster County. At the er 
of the day, any amount in excess f 
$1,000 owing to the county bank’s ci 
correspondent or owing to county ban 
is paid by draft. That is, should tt 
county bank’s books show that it owe 
$2,600, the county bank encloses wit 
its remittance a draft for $2,000. Shou! 
the city correspondent’s books sho’ 
them in debt, the plan is the sam 
(They send us their check for $2,0C 
with their remittance letter.) Settl 
ments are made in full once a week t 
verify our accounts. 

Aside from the advantages that com 
through the clearing of checks, thes 
county associations have on more tha 
one occasion been of the greatest ac 
vantage in getting the banks togethe 
for consultation and the further 4 
velopment of their community and cour 
ty interest. At present a number 0 
them in an endeavor to cooperate in | 
much broader way, have under con 
sideration the installation of a count 
credit bureau as well as the countr 
clearing house system of examinatio 
which is operating so successfully i 
many cities today. It is firmly believe: 
it will be a matter of only a very shor 
time when many of the smaller towns 
this country through a county or grou 
association will have their own credi 
bureau and employ an examiner, givin; 
to the bankers in our country district 
the same close supervision and safe 
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SINAN 
A Well Rounded Service That Produces 


More Business 


for Your 


BANK 


A specialized agency that can assist in the sort of salesmanship required to 
increase the business of your bank is the Bankers Service Corporation of New York. 


Its recognition among bankers is based on fourteen years’ successful service to 
large and small institutions from Maine to California. 


Here are some of the important branches of its service— 
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Solicitation Developing Trust Business 

Personal solicitation is the most economical The Bankers Service Corporation Campaign 

way to get new savings deposits in quantity, for ‘Trust Relations shows the result of inten- 

. because under this plan you get what you pay sive study and long practice in solving Trust 
| for and pay for only what you get. Department problems. Every item of this 
} campaign is a readable and memorable piece 

Accounts placed by the Bankers Service of information on how to protect an estate. 
Corporation have always shown a satisfactory In connection with it is offered a comprehen- 

initial deposit, and their subsequent develop- sive advisory service on mailing lists, cooper- 

ment and mortality rate have always been ation by other departments, personal follow 


more favorable to the bank than that of the up, and individual solicitation. 


average savings account. ; : 
8 New Business Service 


Colvanon The Bankers Service Corporation is prepared 
The bank which gives its customers a steady to give professional assistance in the organi. 
sense of relationship to it is the bank that zation or reorganization of a bank’s New 
gets full value out of every account it secures. Business Department, including central cus- 
Unless you are cultivating your present cus- tomer file, mailing lists, solicitation plans, 
tomers, you are letting your most fertile field development of leads, cooperation by stock- 
| lie fallow. holders and directors, and employee training. 
The Bankers Service Corporation supplies In the capacity of advertising agent, the (¢ 
cultivation material for customers in a highly Bankers Service Corporation takes re- y 
efficient form. It talks increased bank use, sponsibility for budget preparation, ¢ 
| not merely thrift. It says to all customers idea creation, copy writing, art 
) what the banker would say personally to each supervision, and the production y 
| of them. It goes after results and gets them. of finished matter. ss 
ithout 
obligation» 


I 4 Please send us 


The Bankers Service Corporation U0 gpcimen xi 


paign for Trusts, 


19 and 21 Warren Street ¢@ Savings Accounts, 
A @ Commercial Accounts. 
New York City , 
¢ 
OFFICERS 
‘ 5 7 Ban letrynwt ce sen once tinteiece occa eee ¢ 
Carlisle H. Baldwin, Chairman of the Board 
Robert B. Nisbet, Jr., President G. Prather Knapp, Vice-President 
Robert Greig, ist Vice-President Mark A. Hanna, Vice-President I A ORCC eer ee cette 
) Harry C. Graham, Vice-President J. V. Virgin, Asst. Secretary F 
George J. Bailey, Vice-President George F. Taylor, Treasurer ? ‘ 
Thomas L. Farrar, Vice-President George T. Kimball, Asst. Treas. ? OUR eee Re Te aes Se bale 
W. A. Leonard, Vice-President ? 
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guards that the banks in many of our 
larger cities now enjoy. 

For the information of all bankers in 
our country districts who are without 
such facilities as provided by a county 
clearing house association we urge you 
to communicate with the Secretary of 
the Section, who will be only too glad 
to cooperate in helping to bring about 
such a county organization as outlined 
above. 


State Representatives 


James Ringold, President of the 
Clearing House Section, has appointed 
the following to serve as state repre- 
sentatives of the Section for their re- 
spective states during the coming 
year: 

Alabama—N. A. Vincentelli presi- 
dent, Capital National Bank, Mont- 
gomery. 


This Advertisement appeared in Finan- 
in December, 


cial Publications 


UNI 


Bale af 
aft i 
iit 
Ht 


1922 


SSS SSS SSS Se 


QOS, GG, O59, 9; 


Bankers Invited 


All over this broad land merchants, tradesmen 
and agents are, at an ever increasing rate, purchasing 
the products of the vast industries of the Great 


Lakes Region. 


Bankers in distant cities are, as a result, being 
asked many questions about Detroit and Detroiters, 
Michigan and Michiganders, which they never before 


have been asked. 


All such bankers are invited to correspond with 


this organization. 


Our close contact with the com- 


mercial activities of this district puts us in first 


position to serve you. 


(Formerly First & Old Detroit National Bank) 


FIRST NATIONAL BANK 


DE] TR Oster 


MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


igotattatitatatatatatatatatatatatatatatatatatatatatatatatata 
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Arizona—A. T.  Esgate, cashier, 
Valley Bank, Phoenix. 
Arkansas—W. E. Lenon, president, 


Peoples Savings Bank, Little Rock, 


| 
| 
P 


{ 
\ 


Ark. 
California—V. H. Rossetti, vice-. 
president, Farmers and Merchants 


National Bank, Los Angeles. 
Colorado—B. F. Bates, 
Denver National Bank, Denver. 


cashier, 


Connecticut—F. L. Trowbridge, vice- 
president and cashier, First National 


Bank, New Haven. 
Delaware—James 
president, Wilmington Trust Co., Wil- 
mington. 
District of Columbia—Joshua Evans, 


P. Winchester, 


Jr., vice-president, Riggs National Bank, 


Washington. 


Florida—C. A. Faircloth, president, | 


National City Bank, Tampa. 
Georgia—George R. Donovan, vice- 
president, Atlanta National 
Atlanta. 
Idaho—F. F. Johnson, president, Boise 
City National Bank, Boise City. 
Illinois—Fred Crandall, vice-presi- 
dent, National City Bank, Chicago. 


Bank, 


Indiana—G. H. Mueller, vice-presi- 
dent, Fletcher-American National. 
Bank, Indianapolis. 

Iowa—J. J. Large, president, First 


National Bank, Sioux City. 
Kansas—George A. Guild, vice-presi- 
dent, Central National Bank, Topeka. 


Kentucky—W. A. McDowell, president, | 


Phoenix National Bank and Trust Co., 
Lexington. 
Louisiana—Fred W. Ellsworth, vice- 


president, Hibernia Bank and Trust Co., | 


New Orleans. 
‘Maine—Edwin D. Holden, manager, 


Portland Clearing House Asso., Port- | 


land. 


Maryland—M. M. Prentis, vice-presi- | 


dent, Merchants National Bank, Balti- 
more. 

Massachusetts—L. D. Seaver, cashier, 
Old Colony Trust Companv, Boston. 


Michigan—C. R. Talbot, vice-presi- | 
dent, National Bank of Commerce, De- | 


troit. 


Minnesota—J. S. Pomeroy, vice-presi- | 
dent, First National Bank, Minneapolis. | 
Mississippi—George Williamson, vice- | 


president, First National Bank, Vicks- 
burg. 

Missouri—G. G. Moore, cashier, New 
England National Bank, Kansas City. 


Montana—T. A. Marlow, president, 


National Bank of Montana, Helena. 


dent, City National Bank, Lincoln. 


Nebraska—E. B. Stephenson, presi- 


Nevada—G. Wingfield, president, Reno — 


National Bank, Reno. 


New Hampshire—Carl 
cashier, First National Bank, Concord, 


New Jersey—S. S. Marsh, vice-presi- | 


dent and cashier, National Newark & 
Essex Banking Co., Newark. 


New Mexico—C. S. White, vice-presi- 


H. Fostem | 


dent, First National Bank, Albuquerque. — 
New York—W. E. Purdy, Assistant — 


vice-president, Chase National Bank, | 
New York. 

North Carolina—J. Elwood Cox, 
president, Commercial National Bank, © 
High Point. 


North Dakota—H. W. Gearey, presi- 
dent, Merchants National Bank, Fargo. 
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Ohio—W. C. Carr, vice-president, 
Second National Bank, Toledo. 
' Oklahoma—R. P. Brewer, chairman of 
yoard, Exchange National Bank, Tulsa. 
_ Oregon—Emery Olmstead, president, 
Northwestern National Bank, Portland. 
_ Pennsylvania—Donald McCormick, 
oresident, Dauphin Deposit Trust Co., 
Harrisburg. 
_ Rhode Island—Albert R. Plant, presi- 
dent, Blackstone Canal National Bank, 
Providence. 
South Carolina—E. P. Grice, cashier, 
Peoples National Bank, Charleston. 
South Dakota—J. B. Lambertson, 
cashier, Security National Bank, Sioux 
Falls. 
__ Tennessee—L. C. Humes, vice-presi- 
dent, Guaranty Bank and ‘Trust Co., 
‘Memphis. 
| Texas—Stewart D. Beckley, cashier, 
City National Bank, Dallas. 
Utah—E. O. Howard, president, Walk- 
‘er Bros. Bankers, Salt Lake City. 
| Vermont—C. S. Cole, cashier, Allen 
National Bank, Fair Haven. 
' Virginia—John R. Kilby, vice-presi- 
dent, Virginia National Bank, Norfolk. 
Washington—J. W. Spangler, presi- 
dent, Seattle National Bank, Seattle. 
| West Virginia—W. B. Irvine, vice- 
‘president, National Bank of West Vir- 
ginia, Wheeling. 
_ Wisconsin—E. H. Williams, cashier, 
Marine National Bank, Milwaukee. 
__ Wyoming—A. D. Johnston, cashier, 
First National Bank, Cheyenne. 
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Whisky Checks Void 


A check sued upon being part of the 
consideration for an illegal sale under 
the National Prohibition Act, it is void 
in the hands of the plaintiff who knew 
about the transaction and the purpose 
for which it was given. He cannot re- 
cover thereon. No cause of action can 
arise out of a transaction made illegal 
by statute. Where a statute prohibits 
altogether the sale of certain goods, not 
only the agreement for such a sale is 
invalid but if the sale is made in viola- 
tion of law the agreed price cannot be 
recovered. Adler vy. Zimmerman, et al., 
|e N. E., 840. 


Business Changes 


_ James A. Jackson, formerly an as- 
sistant vice-president has been elected 
a vice-president of The National City 
Bank of New York. 

J. R. Kraus, vice-president and one of 
the executive managers of The Union 
Trust Company of this city, was elected 
to the presidency of the Cleveland Bank- 
ers’ Club at the annual meeting of the 
Organization, November 14. Other 
officers elected were: D. C. Wills, first 
vice-president; E. B. Greene, second 
vice-president; A. M. Corcoran, secre- 
may; C. A. Paine, treasurer; C. O. 
Patch, executive committee and H. C. 
Robinson, executive committee. J. 
Arthur House presided at the meeting 
and among the speakers were Charles 
_M. Schwab, of the Bethlehem Steel 
Corporation and Francis H. Sisson of 
= peerenty Trust Company of New 

ork, 


Five hundred eighty-nine organizations 
affiliated with the Chamber of Commerce 
of the United States have considered the 
question: “Do you favor making Par- 
Remittance in payment of checks uni- 
versal throughout the United States?” 


Par Collection Referendum The final count of the vote shows 


179% in favor and 72% votes opposed. 
As the result of this vote the Chamber 
announces that it is committed in favor 
of par remittance. The organizations 
voting are situated in 45 states, the 
District of Columbia and Alaska. 


|ROBERT H. MONTGOMERY has prepared each year since 


I917 a manual of income tax procedure. 


In its six succes- 


sive annual editions, thousands of corporations, lawyers, and 
accountants have come to recognize this work as the standard 


authority. Mr.Montgomery, Certified Public Accountant and Attorney-at-Law, 
is one Of America’s leading specialists on income tax matters. His manual 


for this year—revised 


and rewritten—will be published January Ist, 


allowing you ample time to consider every aspect of your tax. Every individual, 
every corporation, every fiduciary who must file a return needs the 


Seventh Annual Edition of 
Montgomery’s Income Tax Procedure—1923 


If you have Montgomery, you need no other service. He gives you everything 
you need to know—all the information that is contained in any high-priced 
periodic service, and vastly more in the way of personal counsel and opinion. 


High Endorsements 


Henry R. Towne, Yale & 
Towne Mfg. Co.: ‘“‘The 
completeness of the book, 
both as to the law and as 
to court decision, and 
equally as to the proper 
mode of procedure in cases 
otal kinds, is most not- 
able.’’ 


H. E. Abbey, Auditor, 
United Shoe Machinery 
Corporation: ‘‘So helpful 
that we have in years past 
purchased one or two extra 
copies, so that it might be 
more widely distributed and 
read.”* 


INCOME 
TAX 
ROCEDURE | 


1923 


His manual shows you exactly how to prepare every 
item of your return. It analyzes the legal problems 
you will encounter, and explains how to set up your ac- 
counts to secure correct values—an essential service 
which no other tax guide performs. 


More Than a Technical Treatment— 
a Manual of Constructive Policy 


in handling every item. Mr. Montgomery not only cites 
the law and Treasury regulations, but interprets and criti- 
cises them. In the past, where he has differed with the 
official construction of the law, he has almost invariably 
been sustained by court decisions or by subsequent re- 
versal of the rulings in question. His counsel is your 
best protection. 


Interprets over 600 New Rulings 


in the last year, more than 600 new rulings have been is- 
sued, scores of court decisions handed down, and many 
existing rulings modified. All this material has been digested 
and is presented with Mr. Montgomery’s personal com- 
ments and suggestions. This is a manual of permanent 


- reference value—complete and up to date in every respect. 


Claims for Refunds on 1917 Returns 
Must be Filed by March, 1923 


in order to receive consideration. If you contem- 4) 
plate any such claims, you need this manual’s Clear “AY 
explanation of the procedure in making them. fe) 

Forms of waiver and protest are included. 3° The Ronald 
1800 pp. cloth binding. ‘od Press Company 


This Work Sent on Approval Sr 20 Vesey Street 
: Aby New York, N. Y. 


Fill out the attached coupon now, and, immed- a 

iately on publication in January, a copy will Oo” Send me postpaid 
be sent you postpaid on five days’approval, & on publication a 
Orders will be filled in the order of their & copy of Montgomery's 
receipt, except that preference will be is ‘Income Tax Procedure-1923 


given those accompanied by the price I enclose $10 in pay- 
in full—$10, a small fraction of the oe ment, which you will re- 
cost of most services. (Advance > refund if I return the book 
payments will be refunded if the ay within 5 days (or) within 5 
book is returned within 5 days.) y days of its receipt, I will send 
or you $10 or return the volume 


The Ronald Press Company AZ “°° 
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New York, N. Y. 2 y 


> 
ie Business Address (602) 


Firm 


Position 


Loaning the Bank’s Money | 
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The word ‘Bank,’ wherever used, refers 
alike to trust companies, state banks and na- 
tional banks—in short, to all banking institu- 
tions having a commercial department. 


NE of the most important services 

which the bank renders to the 

community is the loaning of 
money. You will recall, also, that 
through this function ‘the bank earns 
money with which to pay interest on 
savings deposits, expenses, salaries of its 
officers and employees, and dividends to 
its stockholders. The extension of credit 
to those who need financial help is 
called the discounting function of the 
bank. 


The Three C’s of Credit 


The banker bases credit on what are 
known as the three C’s of credit— 
Character, Capacity, and Capital. Be- 
cause of the importance of these in the 
lives of business men and women, it is 
essential that boys and girls know them. 
To be the kind of men and women who 
will succeed in life, it is necssary that 
character and capacity be developed con- 
scientiously during school life. 

Character is an imperative business 
qualification. It is not formed in a day. 
Character is developed through honesty 
and industry practiced daily. The boy or 
girl who cheats in class today—‘put- 
ting one over on the teacher’—or who 
is dishonest in his dealings with his par- 
ents or friends, is stamping on his char- 
acter marks of dishonesty which in later 
life will count against him and his suc- 
cess in business and in citizenship. 

Allied with character is Capacity. Be- 
fore making a loan, a banker takes into 
consideration, in addition to character, 
the capacity of the applicant—that is, 
his ability to earn through his honesty 
and his industry. 

Capital is a man’s worth in money, 
merchandise, stocks and bonds, or lands, 
which may be given as collateral to se- 
cure a loan or make it safe. 

Today we shall consider some of the 
methods used by the bank in loaning 
money or extending credit. In all cases, 
a promise to pay must be entered into, 
in the form either of a note, or of some 
other credit instrument. 

Let us again consider the business 
transactions of Mr. Smith, the store- 
keeper, who found it advisable to have 
a checking account at the bank. He now 
finds that his business is increasing, and 
that he needs a larger stock of goods. 
Also, some of his customers do not pay 
cash, and their accounts must be carried 
until “pay day.” He realizes that he 
must have more money for his business, 
so he goes to his bank for advice. 


The Customer’s Statement 


The banker asks Mr. Smith to submit 
a statement of his business, showing his 
assets (what he owns) and his liabilities 
(what he owes), just as in the case of 
the bank statement which we considered 
in the first talk. His assets show cash 
on hand and in the bank, notes and ac- 
counts receivable (that is, money owed 
to him by others), merchandise, building, 
fixtures, real estate, and possibly stocks 
and bonds. His liabilities will be ac- 
counts and notes payable (money due to 
others). 

The banker will most probably ask Mr. 
Smith to submit such a statement at reg- 
ular intervals, at least once a year, and 
thus he will know at all times just how 
Mr. Smith’s business stands and what 
progress he is making. The banker 
knows the character and responsibility 
of Mr. Smith from his observation of 
Mr. Smith’s dealings and from the confi- 
dence that people have in him. 


THE LECTURES. 


“Loaning the Bank’s Money’ 
is the November release in the 
series of lectures issued by the 
Committee on Publication as an 
aid to bankers in extending 
among students in public schools 
a knowledge of banking and econ- 
omics. 

The plan of the Committee is 
to have these lectures delivered 
in every community by a banker 
of that community. The plan 


offers an opportunity for a serv- 
ice of splendid possibilities in 
shaping the thought and stimu- 
lating the ambition of students. 
It also offers the banker an op- 
portunity to build new found- 


ations for business, and to get 
the benefit of banking discussion 
in the homes where it is sure to 
be brought up by those who have 
been interested in the subject in 
the schools. 

Many bankers who have 
Participated in this work during 
the last year have been not only 
pleased with their experience but 
enthusiastic over the field of ser- 
ice opened and have this year re- 
turned to the campaign with new 
zeal. 

The boys and girls of every 
community are entitled to the 
benefits of these lectures, and for- 
tunate indeed is the banker who 
takes it upon himself to give them 
in his town or city. 
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The banker finds Mr. Smith’s c| 
acter, statement, and the progress th 
he has been making, satisfactory, and 
glad to consider the best method of loa’ 
ing him the needed funds. =| 


iy 
7 
| 


Methods of Loaning Money ~ 
Money is loaned by banks in the follo 
ing ways: 
(1) On a straight note, which mea 
that a man’s net worth and business stan 
ing are such that the bank will loan 
him without security. 

(2) On an endorsed note, which mea’ 
that the banker desires, in addition to ti 
responsibility of the maker of the note, | 
added responsibility of some person, | 
whom he has confidence, who will conse. 
to indorse the note. 

(3) On a collateral note, which meai 
that the maker of the note pledges specii 
securities, such as stocks and bonds, « 
goods in warehouse or under bill of la 
ing, or a lien or mortgage on land, 

(4) On bills receivable, which meai| 
that the banker accepts for discount tl| 
bills receivable from his customer | 
these are made by responsible busine! 
men and if the customer is a responsib. 
person. 

(5) On trade acceptances, which meat 
that the banker also discounts the trac! 
acceptances of his responsible customers| | 


Definition of Note 

| 

A negotiable promissory note is an ut! 
conditional promise in writing made t’ 
one person to another, signed by th 
maker, engaging to pay on demand, or ¢ 
a fixed or determinable future time, | 
certain sum in money to order or t) 
bearer. 


| 


Straight Note 


Mr. Smith is told by the banker tha) 
because he makes a satisfactory state 
ment, which means that he has a suffi 
cient amount of money in his busines 
and manages his business well, the ban) 
will extend him a certain amount 0 
credit without his putting up any sé 
curity beyond his own word of honor 
evidenced by his note. Let us say that 
in order to buy a larger stock of goods| 
and to carry his customers who canno 
pay cash, Mr. Smith needs a maximun 
amount of $2500 during his busiest sea’ 
son, and that the bank has consented ti 
grant him such a line of credit. Thi 
would mean that Mr. Smith could com 
to the bank and make out a note fo 
any portion of this amount, or for al 
of it, for any time up to six months 
To pay some bills he needs $500. Hi 
estimates that within sixty days he 4 


. 
| 
| 


“~ 
8% 
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receive from those who have had their 
}} ‘purchases charged, enough money to re- 
pay this amount. He, therefore, makes 
a sixty-day note, which the banker dis- 
counts at the prevailing rate of interest, 
-,let us say 6 per cent. and places the pro- 
ceeds to Mr. Smith’s credit. How much 
‘does he credit to Mr. Smith’s account? 
6 per cent. on $500 for sixty days equals 
$5, This amount the banker deducts at 
the time the note is made, it being the 
- interest which he charges Mr. Smith for 
the use of the money. He then credits 
Mr. Smith with the proceeds of the note, 
or $495. When the note is due in sixty 
days, Mr. Smith has received payment 
from his customers, and he pays the 
bank $500. ‘The bank cancels the note, 
that is, marks it paid and returns it to 
Mr. Smith. 


Endorsed Note 


If Mr. Smith’s statement to the 
banker were not sufficiently strong to 
warrant granting him a line of credit en- 
tirely unsecured, the banker might say 
to Mr. Smith, “You will have to get 
the indorsement of your friend, Mr. 
Jones.” Should Mr. Jones, who is 
known to the banker as a very reliable 
and responsible business man, be willing 
to help Mr. Smith, he would be required 
to write his name on the back of Mr. 
Smith’s note. Should Mr, Smith be un- 
able to pay his note when it matures, 
that is, becomes due, Mr. Jones will 
have to pay. Mr. Jones’ act in writing 
his name on the reverse side of the note 
has constituted a contract with the 
banker to pay Mr. Smith’s note, if Mr. 
Smith does not pay it. 


| Collateral Note—Warehouse Re- 
ceipts 


In another case, the banker might say 
to Mr. Smith, “I shall be willing to 
loan you up to $2500, but you must se- 
' cure the loan with the goods which you 
purchase for that amount, and with 
some additional goods.” Mr. Smith 
would be compelled so to warehouse the 
_ merchandise used as collateral that it 
might be easily identified through ware- 
house receipts as being the property of 
_ the bank until Mr. Smith’s note was paid. 
Tf Mr. Smith finally found himself un- 
_ able to pay his note, it would become the 
| banker’s privilege to sell the merchandise 
_ which had been warehoused and set aside 
as collateral, and to use the proceeds 
thereof to pay the note; in the event 
that the sale of the goods brought more 
_ than the amount of the note, the bank 
_ would pay the excess to Mr. Smith, or 
if the amount realized were insufficient 
_ to pay the note, the bank would look to 
| Mr. Smith to pay the difference. 


Collateral Note—Stocks and 
Bonds 


In the event that stocks or bonds are 
used as collateral, the stocks or bonds 
themselves will be left with the bank, 
and the bank will be privileged to sell 
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them upon non-payment of the note when 
due, and to treat the proceeds just as 
in the case of the merchandise. All of 
us have seen bonds of the United States 
Government called Liberty Loan Bonds. 
We know also that there are bonds of the 
county, town, or city in which we live 
called municipal bonds. We know that 
the great railway systems of the coun- 
try and great industries, like the United 
States Steel Corporation, borrow money 
by issuing bonds, secured largely by real 
estate, or other property used in their 
business, and payable in ten, twenty, thir- 
ty or more years, during which time the 
lender (the owner of the bond) is paid 
interest for the use of his money. 
Shares of stock of great industries and 
of local business concerns show that the 
stockholder is a part owner of the en- 
terprise. For such securities there is a 
price at which they can be bought and 
sold, which is called the market value. 
Many persons own Liberty and other 
bonds and stocks. Many of you have 
invested in War Savings securities. 


Collateral Note—Mortgages 


Loans against farm lands are fre- 
quently made in country districts, and, 
from the standpoint of security, have 
many advantages. These loans are called 
mortgage loans. ; 

If Mr. Smith’s statement were such 
that the banker felt that he could not 
give him a line of credit on his straight 
note, and were Mr. Smith unable to pro- 
cure a satisfactory indorser, or secure 
the loans with merchandise or stocks and 
bonds, yet had a farm free from debt, 
and of sufficient worth, he might give 
the banker a mortgage on his farm as 
security. This would mean that he 
would give the banker the right to sell 
the farm in the event that he, Mr. Smith, 
did not pay his note. 

The procedure in regard to loans on 
land is somewhat different, however, 
from that of loaning against stocks, and’ 
bonds, or merchandise. Whenever the 
banker sells collateral, he must be care- 
ful that the sale is of such a nature 
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that the borrower can never hold him 
for not having received enough for the 
collateral. Thus it is that sales of col- 
lateral are usually made in public after 
public notice of the sale has been given. 
But there are further legal requirements 
in the foreclosure of a mortgage. ‘The 
law, realizing the useful place which the 
farm owner and the home owner occupy 
in our social scheme, protects each in a 
special manner when loans are made on 
his land. In the desire to protect him, 
the law says to the lender, “You must 


give this owner of land one year (which 
is the usual time after serving notice 
upon him that you expect to sell his 
land), for the purpose of paying his 
mortgage and redeeming his debt.” This 
period is called the period of redemp- 
tion. Many city banks prefer not to 
make mortgage loans on the theory that 
a bank should have its money so loaned 
that it can be collected easily and readily 
on the date of maturity, rather than at 
the end of a long period of redemption. 
The security element, as you see, does 


| 


made beforehand, he turns over to the 
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not enter into consideration here, sim 
farm loans, when well made, are usual 
very secure. It is the lack of liquidnes| 
or easy collectibility, which makes’ the| 
undesirable bank collateral. 


Bills Receivable 


Mr. Smith has still another methc| 
open to him for obtaining funds from h) 
banker. He has sold, let us say, a cor 
siderable bill of merchandise to a deak — 
in a smaller community, who wish 
first to sell the goods to his custome) 
before paying Mr. Smith. The bill ¢| 
goods, which Mr. Smith has thus soh — 
amounts to $500. Mr. Smith says to M 
Brown, the dealer in the neighborin 
community, “If you cannot pay me cas] 
give me your ninety-day note for th 
amount of the bill of goods.” ‘This M) 
Brown consents to do. Mr. Smith the 
takes Mr. Brown’s note to the bank, an 
asks the banker to give him credit fe| 
the note. As this note was taken by M:) 
Smith from Mr. Brown as an accomoda, 
tion to Mr. Brown, Mr. Smith says t 
Mr. Brown, “Because I am compelled t| 
pay 6 per cent. interest to my banker t) 
get the cash on your note, since yo 
cannot pay cash, I shall want you to pa — 
that interest.” Mr. Brown, therefor 
makes his ninety-day note for $500 an 
interest at 6 per cent. This means tha 
Mr. Brown will have to pay at the en) 
of ninety days $500 in principal and | 
per cent. interest, $7.50, or a total o| 
$507.50. When Mr. Smith takes thi, 
note to the bank, the bank gives hir 
credit for $500. However, when the ban) 
collects the note, it collects $507.50, th 
$7.50 being its charge for the use of th| 
money. | 


| 
\ 
Trade Acceptances 
Mr. Smith might have taken from Mr) 
Brown a commercial. instrument whicl! 
is coming much into use today, and serve| 
practically the same purpose as does th: 
note. It is known as a Trade Accept 
ance. In evidence of the trade, that is, 
the sale of the merchandise by Mr 
Smith to Mr. Brown, Mr. Brown ac 
cepts a draft drawn on him by Mr 
Smith at the time the goods are shipped. 
and made for the time Mr. Brown feel; 
that it will take him to sell the merchan’ 
dise, and for the cost of the merchandise 
This serves to acknowledge the trade it 
all of its conditions; that is, the accept 
or, Mr. Brown, indicates by writing hi: 
name across the face of the draft tha’ 
he has received the merchandise whicl) 
he purchased, that it is satisfactory, anc| 
that he has agreed to pay for it in 9 
days. 


Bankers’ Acceptances 


The Banker’s Acceptance, too, is 2 


comparatively new instrument. It dif- 
fers from the trade acceptarce in the 
fact that Mr. Brown, who ultimately 
pays the $500 for his purchase of mer-| 
chandise, instead of accepting Mr. 
Smith’s draft himself, arranges with his 
bank to do so; and when the period of 
ninety days has elapsed, by agreement) 
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yank the funds to pay the acceptance. 
You will observe that the bank does not 
oan its funds in this case. The guaran- 
‘ee of the bank establishes the credit, for 
which Mr. Brown pays a small commis- 
yion. ‘The banker’s acceptance is used 
nainly in large transactions and in for- 
ign business. 

| 


Should People Borrow Money? 


We have now outlined the main meth- 
)ds of making bank loans. Some people 
hink that to incur a debt at the bank is 
n itself unwise, or a reflection on their 
ousiness standing. Certainly this is not 
‘he case where the debt is contracted 
for legitimate business purposes. Incur- 
‘ing a debt so that one may live beyond 
one’s income is something that no thrifty 
yerson would do. Careless use of credit 
‘eads to extravagance and disaster, but 
wise borrowing is an encouragement to 
thrift and industry. Oftentimes it is ad- 
visable to go into debt for goods or prop- 

erty, or to borrow money to make a 
srofitable investment that would not oth- 
erwise be possible. Many a successful 
business man will tell you that his busi- 
hess was unprofitable until he borrowed 
noney. The obligation itself made him 
out forth every effort to make the en- 
‘erprise successful, and to save part of 
nis income in order to pay the debt. 
The necessity for repayment made him 
nore careful and energetic. 

You will understand from previous 
Talks, that the first function of the 
yanker is to encourage 
thrift, so that a large fund of deposits 
nay be accumulated. This fund is often 
‘ikened to a reservoir in which water is 
accumulated for community needs. ‘The 
yanker then loans from this fund to 
chose furthering the business of the com- 
munity, so that wages may be paid 
which, when saved, create new deposits. 
We see, in these processes, the interde- 
oendence of all who constitute a com- 
munity. First, through work we pro- 
duce; then the sale of what is produced 
days wages; the savings from these 
wages are lodged in the bank; the bank 
then uses these accumulated savings to 
oan further sums, so that we may con- 
‘nue to work and save. 
| Very few business men can so conduct 
heir business affairs that at no time will 
they need to borrow money. Situations 
are constantly arising in which the help 
of the bank is required. How important 
it is that our personal conduct now, when 
We are building character and capacity, 
de such that in the conduct of our affairs 
ater on, when striving for success in 
Pusiness and life, we shall merit the 

tonfidence and help of the bank. 


industry and 


Counting Money by 
Head and Hand— 
Worry Over Errors— 
Time Wasted. 


Cashiers, 250 have replied to date. 
advantage in the Brandt. 


automobile is ahead of the horse and buggy. 
finger and the desired coins are paid instantly in any amount up to one dollar 
—no worry over errors—no time wasted in computing, counting and handling 
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he New 


What 250 Bankers Say About 


C Jhe 


New Improved 


Standardized by Dankers Everywhere 


In answer to a questionnaire sent to Banker owners of Brandt Automatic 
They emphasize the following points of 


“Time saved, Accuracy, Ease of Operation, Quicker Service to 
Customers, Simple—Nothing to Get Qut of Order, Durability.” 


The Brandt Automatic Cashier is as far ahead of the old method as the 
Press a single button with one 


coins. Automatic locking device makes it fool proof. 
Have your secretary mail the coupon today for your copy of booklet, 


‘When Minutes Mean Dollars’’. 


BRANDT AUTOMATIC CASHIER 


Serving Bankers, Retailers, Paymasters 


Executive Office and Factory, Watertown, Wisconsin 


Send copy of booklet, “When Minutes Mean Dollars” 


Press One Key with One 
Finger and Coins in Any 
Amount Are Paid Instantly 
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Membership Changes 


REPORTED FROM OctToBER 25, 1922, to NovempBer 25, 1922, INCLUSIVE 


There are frequent changes which come about through consolidations, mergers, liquidations and changes of title. 
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" 


ey 


li i ee 


The Executivels 


Manager of the Association would appreciate receiving from members notice of any changes which occur, for the purpose of keep- i 


ing the membership list correct and giving publicity 

ATIZOMA so: «ct ctor Peoriaitaduccestes Exchange Bank of Peoria closed. 

‘California.:....- Coalin Sates si ac American National Bank changed 
to Hirst National Bank. 

TRETIAA Dae alr ls First National Bank succeeded 
by Valley Bank. 

MO GESEOrtetsrs eis First National Bank succeeded 
by Valley Bank. 

MCOLOTAGO. es © oes Georgetown..... Bank of Clear Creek County pur- 
chased by Bank of George- 
town 

Montrose........ Home State Bank closed. 

‘Connecticut..... Waterbury...... Citizens National Bank and 
Manufacturers National Bank 
merged as Citizens and Manu- 
facturers National Bank. 

District of 

Columbia..... Washington...../ American National Bank and 
Federal National Bank merged 
as FWederal-American National 
Bank. 

HTOPIGA erste Fellsmere....... State Bank in hands of receiver. 

Drie alseettes:s ie MP TEMOnNES cee oss Kirst State Bank, voluntary 
liquidation. 

Crawfordsville... Union Trust Company in liquida- 
tion. 

OW dle svareyeierete ste 3 DeLIEVUCE. aes ovis se Bank of J. Kelso in hands of 
receiver. 

Kansas stare ce « Arrington....... State Bank of Arrington in 
hands of receiver. 

Burdicks gackwen. « Burdick State Bank merged with 
Farmers State Bank. 
Cunningham.... Cunningham State Bank closed. 
Fran vere dey elite nee Citizens State Bank closed. 
Wachitaranerccs . Sunflower State Bank consoli- 
dated with Wichita State Bank. 

Louisiana....... Oak Grove...... First National Bank in hands of 
Banking Dept. 

Michi ganste stele OH SiN a Wistert Commercial National Bank suc- 
ceeded by Second National 
Bank, 


West Side Office. 


through the columns of the Journal. 


Minnehaha State Bank coal 


Minnesota....... Minneapolis..... 
dated with First Nationa)” 
Bank and will be operated a 
First National Bank, Minne| 
haha Office. 
Minneapolis..... Exchange State Bank absorber t 
by Marquette Trust Co. 
Wiandom, os. 40% Farmers State Bank resumed. i" 
Missouris.: osc Kansas City....Continental National Bank suc 
ceeded by Continental Natiggs | 
Bank and Trust Co. 
NOP WOOd.. os seciers Citizens Bank consolidated wit 
Ryan Banking Co. 
Brineetont nctie Farmers Bank succeeded b, 
Farmers State Bank. 
West Salem..... Bank of West Salem sold ft 
Farmers State Bank. 
Montana......... Belt oe cocina csises . State Bank of Belt closed. 
Ingomar? ...2.20 First National Bank closed. 
Broadview...... Mutual State Bank closed. 
closed. 
SLOCKEUE en crtclere State Bank of Stockett in hand 
: of receiver. 
Nebraska....... Alexandria...... Farmers State Bank consolidaa| 
with State Bank of Alexandria) 
Milligan..... ....Nebraska State Bank closed. 
New Jersey..... Paterson. ove s Wm. ne McKenna & Co. bank 
rup 
New Mexico..... Carlsbad....... . State National Bank closed. 
Gallup ciieneccee ses National Bank of Gallup change 
to First National Bank i 
Gallup. 
New York...... ATtON Sit wisisce o's Church & Hill closing up ig 
business. 
Falconer:..3...- Lavern W. Lazell & Co. Stoeki| 
ton, business taken over b:) 


First National Bank, Falconer 


New York...... Tilford and Gregory succeedet) 
by C. W. W. Gregory and Co. 


NO ORDER TOO LARGE AND NONE TOO SMALL 
FOR OUR PAINSTAKING ATTENTION 


AMERICAN BANK SUPPLY CO, 


OPERATED AND CONTROLLED BY 
THORNTON-LEVEY CO. 


BANK OUTFITTER 


THE AMERICAN BANK SUPPLY CO. WISHES EVERY BANKER IN THE UNITED STATES A 


MERRY CHRISTMAS, 


When writing to advertisers please mention the ‘Journal of the American Bankers Association.” 


A HAPPY NEW YEAR, AND A MOST PROSPEROUS 1923. 


7 
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THE SAFE-GUARD CHECK WRITER—!00%PRote-T10N 


NEW YORK Vx 1920. A neo 7— 
THE CHATHAM AnD PHENIX NATIONAL BANK «30 


CITY OF NEw YORK 


: be GE LET rc spas eek FA 
PAY TO THE oS EPP E, CO eh a ' BA ae Be 
orvER.oF_="4/- ‘ $ 
oS, & . 


THIS ISTHE ONLY 
MACHINE THAT 


Will Protect ALL the 
E ssential Parts of Your 
Check—The Paying Line 
—The Payee’s Name— 
The Numerals—and Wil 
Prevent Dangerous Two- 


Equipped with Automatic Line Checks. 


Self-Inking Device 


AREFUL SONS 


B 
ik 


Unless You Use This Double Lock System Your Sank Account is at the Mercy of the 
Check Manipulator. 


Ge ecyoist*Sseies - THE SAFE-GUARD CHECK WRITER CO, Inc. - BPSSMANGAYy 


New Yorks\.... First Joint Stock Land Bank 
of New York changed to New 
York & Pennsyivania Joint 
Stock Land Bank. 


Nett Carolina..Sanford......... Bank of Sanford taken over by 
| kage Trust Company. 

Nth Dakota...Wimbledon...... Merchants National Bank closed. 
St... Sea ORY KeRi rr aeatatns Exchange Bank of H. F. Bruns 
changed to State WHxchange 

A Bank. 

Youngstown.... Central Bank and Trust Co. 
| changed to Central Bank Com- 
| pany. 

Glahoma....... BokChitoa dacs as Bokchito State Bank succeeded 
by First National Bank. 

USO NLOB) ese aseae Bank of Boynton succeeded by 


| ' American National Bank. 
Broken Arrow.. Citizens National Bank consoli- 
} dated with First National 


Bank. 
Calumet....... .. State Bank of Calumet succeeded 
. by First National Bank. 
CKO WGI: 5. crete leone Bank of Crowder closed. 
! MUMIEAIS Favcilas etc . Eufala National Bank taken over 
by State National Bank. 
| EUS Orit s id sivisrcls ete First State Bank, Sawyer, taken 
[ over by City National Bank. 
; Idabel..... acycncncats American National Bank consoli- 
dated with MFirst National 
Bank. 
Muskogee....... Security State Bank converted 
; into Security National Bank. 
FOLS HIN wee carey petty State Bank discontin- 
| ued. 
| RAiCHM ON Geers es Bank of Richmond closed. 
Shawnee......... Union State Bank merged with 
| c ! State National Bank. 
Sith Carolina.. Bishopville...... Farmers Loan and Trust Co. 
liquidating. 
Charleston...... Citizens Bank in liquidation. 
Charleston...... Enterprise Bank in liquidation. 
DS UMIUCEL sis cts.» exe ait Commercial Bank and Trust Co. 


é : merged with Sumter Trust Co. 
| Timmonsville... Citizens Bank succeeded by Com- 


ne : mercial and Savings Bank. 

RE lass ea x 3 ISS bb et§ bs Arce +s+++e-eHlome National Bank succeeded 
by First Guaranty State Bank. 

Tinessee....... Hast Chattanoog Bank of East Chattanooga pur- 


chased by Hamilton Trust and 
Savings Bank, Chattanooga, 
: and will be operated as Ham- 
hg ilton Trust and Savings Bank, 
Branch, Hast Chattanooga. 


Uhweee..... RePODAEN 6 ciclo bisa < oe Ogden Savings Bank succeeded 
by First and Utah Savings 
3 Bank. 
Wshington.....Conconully...... Commercial Bank closed. 
z MIpnEabas seen wank Grant County Bank closed. 
Wst Virginia...Beckley......... Raleigh Banking and Trust Co. 
merged with Raleigh County 
j Bank. 
Wieomsin.......Montfort........ pee aaas State Bank in liquida- 
ion. 
Woming....... Lingiisy eh (a rnaee ogee Bank of Frannie closed. 


"HE “* Never Cash Checks for Strangers !’’ 


| Observance of this simple precaution will 
IRST greatly reduce your loss through bad 
| check operators. 
INSIST UPON PROPER IDENTIFICATION 
RULE OF See the Protective Section of The Journal 
each month for full information. 

! A BANK: Protective Committee 


AMERICAN BANKERS ASSOCIATION 


| When writing to advertisers please mention the 


LITTLE GIANT 
BANK DIRECTOR 


Striking, Enduring, Digni- 
fied, Cheap and Effective 
Advertising 


A heavy semi-steel casting. 

Sold to one bank only in any 
town or city. 

They bring local, as well as tour- 
ist, business if erected at principal 
crossings, junctions at prominent 
points on highways entering your 

city. They also advertise the city in which you live. 
They are furnished with any lettering desired. Can also be supplied for mer- 
chants or any other class of business. 


LITTLE GIANT COMPANY 
239 Rock St. Established 1876 Mankato, Minn., U.S.A. 


SPECIAL SERVICE CHARGES 


form of Notice for the Convenience of Bankers 


FAILURE TO RECEIVE PRESENTATION FEE 
ON UNPAID ITEMS AFTER SERVICE HAS BEEN 
RENDERED BY BANKS has caused the State Bank 
Division of the American Bankers Association (of which 
this bank is a member) to adopt the following Resolution 
relative to Collections and requests for Rating—it being 
the general opinion of bankers that “the laborer is worthy 
of his hire,’’ and that banks should not be expected to 
perform these cron duties without some remuner- 
ation: 


RESOLVED, THAT COLLECTIONS AND 
REQUESTS FOR RATING will have our 
prompt attention PROVIDED same are accom- 
panied by the following fee IN ADVANCE: 


Collections sremaneew ene 15 cts. each 
Requests for rating, minimum 
L6CTyMe er eae. es Mee aes crs. each 


Unless such fee accompanies requests for this 
service the item will be returned without 
presentation or attention. This rule does not 
apply to Drafts with Bills of Lading attached, 
or to Notes. 

We return the attached and call your attention to our 
rule. Fees accompanying collections will be credited as 
part of regular exchange charge on collections made. In 
complying with request for rating, all statements will be 
made upon information which this bank believes to be 


reliable, but further than that it assumes no liability 
whatever. 


Please keep for further reference. 


Copies of the foregoing card may be obtained upon application to George 
E. Allen, Deputy Manager, State Bank Division, American Bankers Associa- 
tion, 5 Nassau Street, New York, N. Y. Price, postpaid, fifty cents for the 
first 250 copies, seventy-five cents for 500 copies, $1.00 for 750 copies, 
$1.25 for 1,000 copies. Please remit in New York exchange with your order. 


“Journal of the American Bankers Association.” 
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Again 


i rove and strengthen the positive | a: | 
We ae enabled te ihe sd E mivete National Bank, Holbrook 91-144. 


protection 


which we furnish to thousands of banks 


with their checks, by adding 


Insuredin the 
HARTFORD 
against loss through 
fraudulent or fel- 
onious alterations. 


‘““Burns’’ Detective Protection 


We are very proud to announce another added val- 
ue to be furnished hereafter to every purchaser of 
Super-Safety Insured Checks, without charge. 

In addition to insurance in The Hartford Accident 
& Indemnity Company, and the deposit-building 
power of a large national advertising program, we 
have recently added a contract for protection by 
the William J. Burns International Detective Ag- 


Under the amount line of checks 
hereafter manufactured by this 
company will appear the following 
wording, ‘‘Insured against fraudu- 
lent alteration. Protected by the 
William J. Burns Int. Detective 
Agency, Inc.’ This means that 
whenever a crook might consider 
the alteration of a Super-Safety 
Insured check he will immediately 
be reminded of the protective 
measures surrounding them. Nat- 
urally, crooks will prefer to operate 
on ordinary uninsured and unad- 
vertised checks where there will 
not be so many agencies interested 
in the administration of justice to 
him. 

It is another added protection 
for banks to have this notation ap- 
pearing on their checks. Many 
banks have already appreciated the 
value of associating the Burns name 
with their institutions. 


It is part of our policy to help banks 
keep crooks away from their doors. 
Super-Safety Insured checks have 


Dp ve been singularly successful in this re- 
an spect. Now, with this added pro- 


tection, they will be even more so. 


The Bankers Supply Company 


The Largest Manufacturers of Bank Checks in the World 


NEW YORK 
ATLANTA 


CHICAGO DENVER 
DES MOINES SAN FRANCISCO 


New Members 


From October 26 to Novem 


ber 25, 1922, Inclusive 


California 
American Savings Bank, Long Beach 9 
001 


Merchants National Bank, Main & Wasl 


ington Sts. Branch, Los Angeles 16-.) 
Merchants National Bank, Seventh §| 


Branch, Los Angeles 16-5. 

Pacific-Southwest Trust & Savings Ban) 
None Broadway, Branch, Los Angele’ 
16-54. } 

Pacific-Southwest Trust & Savings Ban) 
Washington & Burlington Branch, Lc 
Angeles 16-54. 

Pacific-Southwest Trust & Savings Ban) 
Washingon & Figueroa Branch, Lc 
Angeles 16-54. 

Bank of Italy, Telegraph Ave. Branc 
Oakland 90-7. ! 

Pacific-Southwest Trust & Savings Ban 

Oak Knoll Branch, Pasadena 90-66. | 

Pacific-Southwest Trust & Savings Ban) 

Wilmington 90-1026. | 

Indiana } 
Elkhart Commercial Finance Corpi) 

Hikhart. | 
First National Bank, Winslow 71-958. | 


Massachusetts 7 
Worcester Bank & Trust Co., Linco 
Square Branch, Worcester 53-1. 


Worcester Bank &, Trust Co., Stal 
Mutual Branch, Worcester 53-1. 
Worcester Bank & Trust Co., Verne 
Square Branch, Worcester 53-1. 


Michigan 


American State Bank, Kercheval & Eas” 


lawn Branch, Detroit 9-58. 


Minnesota 
Mankato State Bank, Mankato 75-36, 
Farmers State Bank, Windom 75-247. 


| 
Missouri 
First National Bank, Cardwell 80-169. 
Twelfth Street Bank, Kansas City 18-1) 


New Jersey 
Bergen National Bank, Jersey City 58- 


New York 
Banco Di Roma, 1 Wall St., New Yo 


1-334. 


Bank of New York & Trust Co., Madis|! 


Ave. Branch, New York 1-1. { 
Capitol National Bank, New York 1-3 


North Dakota ; 
Farmers Security Bank, Chaffee, 77-5 
First National Bank, Donnybrook ‘| 
1070. 


Ohio | 
Union Savings Bank & Trust Co., Spri 
Grove-Harrison Ave. Branch, Cinei 
nati 13-40. 


Oklahoma 
State Bank of Gracemont, Gracemc 
86-763. 


Pennsylvania 


eee State Bank, Shickshinny i} 
24, 


Rhode Island 


Providence Institution for Sav., Pro} 


dence 57-86. 


South Carolina 
Citizens Bank, Blacksburg 67-577. 


Texas 
State Bank & Trust Co., Dallas 32- 
Mexican-Amercian Commercial & Bat 
ing Co., Laredo 88-34. | 


Virginia 
Peoples Bank & Trust Co., Chase C 
Broad St. Bank, Fulton Branch, Ri 
mond 68-7, | 


Wisconsin 
Union State Bank, Lancaster 79-277. 


Canada 
Bank of Montreal, Lethbridge, Albei 


I 
j 


i 


é?Rlany losses to banks are the results of carelessness, and indifference 
to warnings. Use the box printed below and add to your 
bank’s protection 


| PROTECTIVE ake Rug 
| Lithap 
y 


JOURNAE~” 


ONeminie 


AMERICAN BANKERS 
ASSOCIATION 


SECTION TWO 


Four Thousand Dollars Contents Noted By 
. President 

Paid For pls Vice President 

W orth of New 


Cashier 
Business. 


See next page 


Paying Teller 
Ieceiving Teller 


OFFICES OF THE WILLIAM J. BURNS INTERNATIONAL DETECTIVE AGENCY, 


CauiFrorniA, Los AnGELES.—I. N. Van Nuys Building. | OKLAHOMA, OKLAHOMA CiTy.—908 Colcord Building. 
CauiFornia, San Francisco.—First National Bank Build- Orecon, PortLanp.—Yeon Building. 
ing. PENNSYLVANIA, FHILADELPHIA.—Widener Building. 
CoLorapo, DEnvER.—421 Coo apes Building. PENNSYLVANIA, PittsBuRGH.—Commonwealth Building. 
eee oF CoLuUMBIA, ASHINGTON.—500 Pane Daxota, MircHELL.—30-34 Commercial Bank Build- 
uilding. 
Fioripa, M1ami.—11-12 Wayne Building. 
GeorGiA, ATLANTA.—921-22 Healey Building. 
Intinois, Curcaco.—1050 Otis Building. 
Iowa, Des Moines—609 Observatory Building. 
Louisiana, NEw OrLEANS.—930-932 New Hibernia Bank 


INC. 


Southern 


ng. 
TENNESSEE, Mempuis.—Bank of Commerce and Trust 
Building. 
Texas, Datias.—Dallas County Bank Building. 
TEXAS, Houston.—Union National Bank Building. 


TEXAS, San AntTonio.—Gunter Building. 


Building. 
Maryann, Baitrmore.—Fidelity Building. 
MASSACHUSETTS, Boston.—201 Devonshire Street. 
Micuican, Derroit.—Dime Savings Bank Building. 
Minnesota, Minneapoiis.—McKnight Building. 
Missouri, Kansas City.—Ridge Arcade Building. 
Missouri, St. Louis.—Railway Exchange Building. 
NEw York, BuFraLo.—D. Morgan Building. 
New Yorx, New Yorx.—Woolworth Building. 
OxI0, CINCINNATI.—1012 Keiths Theatre Building. 
Onto, CLeEvELAND.—Swetland Building. 


December, 1922 


Utan, Sart Laxe Citry.—301-302 Tribune Building. 

Vircinia, RicHMoND.—Virginia Railway and Power Build- 
ing. 

WASHINGTON, SEATTLE.—L. C. Smith Building. 

WASHINGTON, SpPokKANE.—Old National Bank Building. 


FOREIGN OFFICES OF THE WILLIAM J. BURNS 
INTERNATIONAL DETECTIVE AGENCY, INC. 


Canapa, MontTreaAL.—Trans 


ortation Building. 
CANADA, VANCOUVER.—605 


ancouver Block. 


Vol. XV, No. 6 


PROTECTIVE DEPARTMENT 


L. W. GAMMON, MANAGER 


Five Nassau Street, New York 


NOVEMBER PROTECTIVE WORK 


$4,000 for $15 Worth of New Business 


A recent fraud perpetrated against a member 
bank located on the Canadian Border illustrates 
the danger of making payments against uncol- 
lected items. 

It shows the risk you take in giving bank 
recognition to any person however impressing 
his personality, until the paper deposits have 
been collected. 

A stranger opened an account on the tenth of 
the month by depositing $5 in cash. 

On the following day he made a deposit of $10. 

On the sixteenth this new “customer” pre- 
sented for credit a draft for $5,250 issued by a 
bank in Montreal. The following morning, be- 
fore there was time for collection on this item, he 
came back and induced the bank to give him a 
cashier’s check for $4,000 payable, not to himself, 
but to a third party. 


WARNING 


BOGUS CERTIFIED CHECK OPERATOR 


This Department has just been advised that a bogus certified 
check operator is working in New Jersey. He issued a check 
for $14,900 signed, by George J. Helvey, drawn on the Stamford 
(Conn.) Trust Company, and bearing what purported to be a 
certification stamp signed Samuel J. Martin. The Stamford 
Trust Company advises that it has no account on its books in 
the name of George J. Helvey and neither has it any officer or 


LOUIS A. ACKLEY 


42 


The stranger thereupon proceeded to convert 
the $4,000 check into bonds. From another bank 
in the same city he purchased three $1,000 Lib- 
erty bonds and ten $100 Liberty bonds tendering 
in payment the $4,000 check. 

At first unwilling to accept the check from a 
stranger, the banker selling the bonds called up 
the issuing bank, asked if the $4,000 check was 
genuine and was assured that it was. Later the 
book-keeper of the bank selling the bonds also. 
telephoned the issuing bank and received similar 
assurance. So the bonds were delivered to the 
purchaser. 

The draft on the Canadian bank took the usual 
course and in due time there came notification 
that it was a forgery. 

Do not cash checks for strangers and do not 
give strangers credit aga‘nst uncollected items. 

$4,000 is too much to pay for a $15 account. 


employee by the name of Samuel J. Martin. Should you hear 
anything relative to this operator kindly advise us. 


IMPORTANT CORRECTION 


Reproduced herewith is the photograph of LOUIS A. ACK- 
LEY, bogus cashier’s check operator, relative to whom an 
article was published in the November 1922 Journat, Supple, 
ment. . 

Due to an oversight in the setting up of the November Jour-| 
NAL Supplement, the photograph of Albert W. Bartlett, alias T. 
J. Wainwright, which should have appeared on page 40 was 
shown on page 35 over the name of Louis A. Ackley, while 
Ackley’s photograph appeared on page 40. 2 

We regret this error and would request that those of our 
readers who keep records of the articles published correct their 
records accordingly. . 


LEE BAMBERGER. An individual is operating in various 
parts of the country with bogus checks drawn on different banks) 
in Newark, N. J., which he signs, “Lee Bamberger.” He claims 
to be travelling for the business of L. Bamberger & Company, a 
large department store in Newark. L. Bamberger & Company do 
not know Lee Bamberger and he has no connection with that 
firm. Members should be on their guard against cashing checks 
for this man, We are unable to supply his description at this) 
writing, 


‘ccieanis 


: 
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RALPH L. FREEMAN, has defrauded a member bank in 
Hyannis, Mass., by means of a forged check in a small amount 
drawn on a member bank in Harwich, Mass. It is reported 
that this man cashed other forged checks. Member banks should 
. be on the alert. We are unable to furnish a description of Free- 
man but are reproducing herewith a specimen of his handwriting. 


DWIGHT C. GIBBONS, alias C. C. Emmett. An individual 
using these names is apparently meeting with considerable suc- 
cess in negotiating bogus checks purporting to have been issued 
by the Standard Oil Company of New York drawn on the Na- 
tonal City Bank, New York. We are unable to supply a des- 
cription of this man at present but are reproducing a specimen 
of his handwriting. 


DCG tan 


JOSEPH LEITNER, alias Jacob Stein, alias Phillip Schar- 
lin, alias Dr. Albert J. Livingston, alias Roy LeMeire. A man 
using the above names is negotiating in the middle West bogus 
checks drawn on the French American Bank of Savings, San 
Francisco, Calif. The operator at times claims to be a doctor 
and seems to have a knowledge of medicine. Some of his bogus 
checks have been cashed by doctors who have treated him for a 
venereal disease. His description is given as follows: 26 years 
of age, (looks 32) 5 feet 7 inches, in height; weighs 140 pounds ; 
dark hair; dark eyebrows; flat face; flat nose; has the appear- 
ance of a Jew. 


aes, 


MORRIS LORRAINE, recently defrauded a member bank in 
Kansas City, Mo., by negotiating checks bearing unauthorized 
indorsements. Lorraine is a chef by occupation and held a 
responsible position as a sort of superintendent of chefs for a 
contracting company. He is about 40 years of age, 5 feet 9 
inches tall; weighs 170 pounds; good build; dark complexion; 
dark eyes; dark hair; dresses neatly. 


GEORGE E. MANGAN, defrauded member banks in Lake- 
land, Fla., by means of bogus checks drawn on a San Antonio, 
Texas, bank. This man is alleged to have formerly worked for 
the Southern Pacific Railroad Company, in Houston and in San 


Antonio. A warrant for his arrest is held by the Chief of Police 
at Lakeland, Fla., and any information relative to him should 
be communicated to this department or the nearest office of our 
detective agents. Mangan’s description is as follows: About 
35 years of age, 5 feet 8 inches in height; weighs 160 pounds; 
stockily built; dark complexion; dark eyes; dark hair rather 
thin over forehead. 


Ba ai 


EDWARD P. NILSON 


EDWARD P. NILSON, alias Edward P. Nelson, alias Ed- 
ward P. Newman, is wanted at Watertown, So. Dak., for dis- 
posing of mortgaged property, and a warrant has been issued 
for his arrest. Nilson will probably be found handling some 
sort of stocks and bonds and our detective agents are endeavor- 
ing to locate him. He is about 38 years of age, 5 feet 11 inches, 
185 pounds, athletic build, blue eyes, brown hair; makes good 
appearance. 


HAROLD PHILLIPS, is operating in the middle West se- 
curing cash on worthless drafts drawn in small.amounts on the 
General Concrete Construction Company, 431 South Dearborn 
St., Chicago, Ill. No man by this name is in the employ of the 
firm named and his drafts will not be honored by them. Phil- 
lips is a good talker and seems to be familiar with the business 
of the frm. The only description we have of him is as follows: 
6 feet tall, weighs 200 pounds; smooth shaven; round faced; 
regular features; wore derby hat and gray overcoat or raincoat. 


GEORGE R. RHIM, opened an account in the Savings De- 
partment of a San Francisco, Calif., member bank depositing $1 
in cash. ‘Two days later he called at the bank with a check 
drawn on another San Francisco bank, deposited the check and 
requested to be allowed to draw part of the funds. His request 
was granted and when the check deposited was returned as 
worthless, the bank sustained a loss. Rhim is described as being 
35 years of age, 5 feet 9 inches tall; weight 155 pounds; dark 
complexion; dark eyes; dark hair; has the appearance of a 
foreigner. 


J. R. SHROLL, opened an account with a member bank in 
Newark, Del., and deposited a check drawn on a bank in Poco- 
moke City, Md. He stated he was a student at the local uni- 
versity which was later found to be untrue. The check was 
returned marked, “no account.” It is alleged that this operator 
was a member of the Cambridge, Md., Baseball Team, during 
the past summer. We are unable to supply any description of 
him at this time. 
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DANIEL LAKE WHITE 


S. A. Roach, Secretary, Ohio Bankers Association, Colum- 
bus, Obio, under date of November 1, 1922, issues the following 
reward circular: 

When the Mogadore Savings Bank, Portage county, attempted 
to open its safe on the morning of September 5, 1922, the door 
could not be budged. Safe experts were called and when an 
entrance was finally effected, it was discovered that the door 
had been purposely jammed. The bank’s cash was short to the 
amount of $11,987.50, composed of the following currency— 

$5,000 in gold certificates. 

$6,000 in five, ten and twenty dollar bills. 

$87.50 in gold coin. 
Daniel Lake White, assistant cashier of the bank, disappeared 
on September 3, 1922, the Sunday previous to Labor Day. 
As he was the last person who had access to the vault, it is 
presumed he is the party responsible for the shortage, and search 
is being made for him. He is described as follows: 

Age 22; weight 140 pounds; tall, fair complexion, dark hair 
and eyes, well dressed. ‘The picture shown is a good likeness of 
White. 

In accordance with its usual custom the Ohio Bankers Associa- 
tion offers a reward of $200 good for one year from date, for the 
arrest and conviction of Daniel Lake White. 

In addition to the above reward, the Mogadore Savings Bank 
also offers a reward of $250, for White’s apprehension. 


BOGUS CASHIER’S CHECKS 


Our attention has been called by Ladenburg Thalmann & Co., 
New York, to the fact that bogus cashier’s checks purporting to 
have been issued by that firm are in circulation. The checks 
in question are drawn payable to the order of the Federal Re- 
serve Bank of Philadelphia, and bear the signature of “Warren” 
as treasurer and “Darlow’ as cashier of Ladenburg Thalmann & 
Co.; in the lower left-hand corner of the checks is written ‘To 
Ladenburg Thalmann & Co., At New York.” Ladenburg Thal- 
mann & Co., have no treasurer or cashier and the signatures, 
Warren and Darlou, are unknown to that firm. The checks 
which are being returned protested bear the purported indorse- 
ment of the Federal Reserve Bank of Philadelphia. Of course 
it would be impossible for a check of this nature to get into any 
individual’s hands for cashing after it had gone through the 
Federal Keserve Bank of Philadelphia, as it would be sent 
through the clearings for payment. ‘The checks that have come 
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to our attention so far have been cashed in Germany but it is 
possible that the operator may cndeavor to operate .with these 
checks in the United States. 


LOST OR STOLEN CERTIFICATE OF 
DEPOSIT 


It has been reported to us that there has been lost or stolen 


a Time Certificate of Deposit issued by the First National Bank, 
Reform, Ala., dated September 9, 1922, payable to the order of 
J. M. Mathia, six months after date, in the sum of $600, with 
interest at 4 per cent. per annum; certificate No. 708. Any infor- 
mation relative to this certificate should be communicated to 
this department. 


ARRESTED 
DETROIT CHECK OPERATOR 


Agents Trace Two Men Across United States 
Effect Arrest of One at Spokane and Other at Bonham, 
Texas. 


Our and 


A member bank of Detroit, Mich., was defrauded out of sey-_ 


eral thousand dollars on a cashier’s check issued by another De- 
troit bank to which the indorsement of the payee had been 


forged. This check was deposited in the bank by a party using | 


the name that he forged as an indorsement and practically the 
entire amount was withdrawn. Our detective agents’ Detroit 


representatives were notified early in October and immediately | 


started an extensive investigation. Two young men, KDWIN 
T. WHITE, and GEORGE T. GRAY, the latter being a former 
employee of the bank on which the cashier’s check was drawn, 
were suspected and our agents turned their endeavors towards 
locating them. 
issuing of warrants for White and Gray. White was traced to 
Kellogg, Idaho, and from there to Spokane, Wash. He was lo- 
cated in Spokane by our agents’ representatives there and placed 
under arrest by the local police department on October 11, 1922. 
It was believed that Gray had gone to Bonham, Texas. Our 
agents’ Dallas representatives were successful in locating him 
at that point and effected his arrest on October 12, 1922. Both 
of these men have been extradited to Detroit and Gray entered 
a plea of guilty, having made a confession as to his part in the 
operation. White pleaded not guilty though he had made a par- 
tial confession, admitting depositing the check bearing the forged 
indorsement and drawing against same. 


MESSENGER HOLDUP MEN ARRESTED? 


At about 11 a. m. on October 13, 1922, a messenger of a mem- 


ber bank in Kansas City, Mo.; was held up by two young men_ 
while transferring money, and several thousand dollars were 


CHARLES REBASTE 


Sufficient evidence was developed to justify the. 


ae 
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‘ecured. The Kansas City Police Department immediately made 
. vigorous investigation assisted by our detective agents and on 
Netober 21, CHARLES REBASTE and EZRA I. HARTS- 
fIELD, alias Ernest Hodges, whose pictures are reproduced 
yerewith, were arrested. Both men have been identified and part 
if the loot recovered. They are at present awaiting trial in 
ansas City. 


: EZRA LeHARUSFIE LD 
GHKORGE E. BAILEY, alias S. V. Harrison, defrauded 
Jaane banks in Philadelphia, Pa., on forged checks during 


day 1922. He was arrested by the local authorities near Salem, 
te J., and has been convicted, the sentence he received being 
—iven elsewhere in this issue. 
_ JOHN B. BAKER, who defrauded a member bank in Car- 
ondale, Ill., by means of notes bearing forged signatures, was 
_ trested in Denver, Colo., on November 3, 1922, by the Denver 
-olice Department. 


- LAWRENCE C. BAKER, alias Len E. Boyd, alias Sam 
Y stick alias E. A. Scott, alias John Healey, alias H. H. Math- 
ws. A man whose alleged true name is given first above and 
who has used the above aliases and others, defrauded member 
anks in Norman, Okla., Colorado Springs, Colo., and El Paso, 
_ ‘exas, with worthless checks. Our detective agents made an 
_ avestigation and when he attempted to defraud two member 
_-anks in Memphis, Tenn., our detective agents’ Memphis rep- 
- esentatives were notified and they effected the arrest of Baker 
- n October 7, 1922, as he attempted to purchase travelers’ checks 
'n his worthless check. He pleaded guilty and the sentence he 
eceived is given elsewhere in this issue. 


J. T. BARBER, forged the name of a depositor of a San 
\ntonio, Texas, member bank on a check in a small amount on 
which the bank sustained a loss. Our detective agents’ San 
_ sntonio representatives made an investigation and were success- 
ul in locating and effecting the arrest of J. T. Barber on 
etober 27, 1922. He is now awaiting trial. 


: | ROBERT BARLOW. An article relative to this individual’s 
revious arrest appeared in the June, 1921, Journal Supplement. 
in October 25, 1922, he endeavored to secure funds from a 
an Francisco, Calif., member bank on a bogus check but was 

; etained and again arrested by the San Francisco Police De- 
artment. 


RG. L. BATLEY, alias F. Underhill, alias Charles F. Harri- 
om. Through an old acquaintance with an official of a San 
‘rancisco, Calif., member bank, this man was successful in 
isin the bank on a worthless draft. On October 18, 1922, 
atley was arrested by the Los Angeles Sheriff’s office on a 
veal charge. Our detective agents had his photograph identi- 
ed as being of the man wanted by the San Francisco member 
ank and a detainer warrant has been lodged. 


J. D. BOWMAN, victimized a member bank in Barnesville, 
a., by means of worthless checks. Our detective agents’ Atlanta 


} 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 45 


representatives traced him to Jacksonville, Fla On investigating 
there they found that Bowman had been arrested two weeks 
previously by the police department and extradited to Raleigh, 
N. C., where he was also wanted on a worthless check charge. 
The Barnesville bank was advised to lodge a detainer warrant at 
that point. 

HARRY A. BUTTERFIELD, alias George Harrison, alias, 
larry Mason, alias Ralph Greene, etc., defrauded a member 
bank in Baltimore, Md., on two forged checks- He also passed 
numerous worthless checks in Baltimore and Washington, D. C., 
merchants being the victims. On October 18, 1922, he was 
arrested in Baltimore, Md., by our detective agents’ representa- 
tives cooperating with the local police department. 
fessed to his operations and is now awaiting trial. 


EDITH MAY Dre LONG caused a member bank of Boston, 
Mass., to sustain a loss on a withdrawal. order bearing the 
forged signature of a depositor. Our detective agents’ Boston 
representatives conducted an investigation and were successful 
in locating her on November 15, 1922, when she confessed to 
having forged the signature to the withdrawal order in yues- 
tion. She was then placed under arrest and is now awaiting 
trial. 


ELVIS E. EDWARDS defrauded two member banks in 
Independence, Mo., during February, 1921, by disposing of 
mortgaged property. Our detective agents’ Kansas City repre- 
sentatives made a thorough investigation at that time but were 
unable to find any trace of Edwards. Investigations were made 
several times at subsequent dates but it was not until November 
11, 1922, that our agents finally located Edwards as a result of 
their persistent efforts and effected his arrest in Bentonville, 
Ark. He has been returned to Independence, Mo., and is now 
awaiting trial. 


THOMAS E. FEARS defrauded a member bank of Houston, 
Texas, on a check bearing a forged indorsement. He also em- 
bezzled funds from his former employer. On October 16, 1922, 
our detective agents’ Houston representatives located and 
effected the arrest of Fears who has since been convicted. 
The disposition of his case is given elsewhere in this issue. 


R. M. FITCH defrauded member banks at Kansas City, Mo., 
and St. Joseph, Mo., on forged checks. This man was detained 
at the Kansas City bank on October 27, 1922, and our detective 
agents’ Kansas City representatives notified. They secured a 
confession from Fitch and effected his arrest. He is now await- 
ing trial. 

R. B. FUQUA, alias Jack Chandler, defrauded a member 
bank of Chicago, IIl., on two forged checks. Later he attempted 
to pass a bogus check at a member bank in Denver, Colo., and 
was arrested by the Denver Police Department. He has since 
been extradited to Chicago and is awaiting trial. 


JOHN HARTL was arrested on October 16, 1922, 
detective agents’ Philadelphia representatives cooperating with 
the local police department. Hartl defrauded a Philadelphia 
member bank by means of a forged check in a large amount and 
our detective agents had been endeavoring to locate him for 
several weeks. When Hartl was apprehended he confessed to 
the transaction and offered to make restitution. 


ARDATH HAMILTON defrauded a member bank at San 
Francisco, Calif., by means of checks stolen from the State 
Compensation Insurance Fund, to which he forged indorse- 
ments. Hamilton was located and his arrest effected by our de- 
tective agents’ San Francisco representatives on October 31, 
1922. He confessed to having forged the indorsements and se- 
cured the cash on four checks and is now awaiting trial. 


He con- 


by our 
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EUGENE KIRK and J. H. SULLIVAN are awaiting trial 
at Pawhuska, Okla., on a charge of being implicated in the hold- 
up of a Grainola, Okla., member bank. On June 7, 1922, five 
men, in a high powered automobile, drove into Grainola and 
stopped at a point near the member bank. ‘Three of the men 
entered the bank and held up the employees securing about 
$2500. A few days later the above named men were arrested 
by the police department at Wichita, Kans. 


A. J. KRAMZAR, was arrested in Cleveland, Ohio, by the 
local authorities on a charge of having defrauded two Cleve- 
land member banks by means of worthless checks. 
awaiting trial. 


FRANK LANGHAM, caused a New York, N. Y., member 
bank to sustain a loss on a forged check. Our detective agents 
located him and he made restitution to the bank. 
also learned that Langham had defrauded a member bank in 
Washington, D. C., on a forged check. ‘This information was 
supplied to the Washington bank which took immediate action 
and when the Washington Police Department notified the New 
York Police Department to arrest and hold this man, our agents 
effected his arrest. He has since made restitution to the Wash- 
ington bank but is still awaiting trial on the charge of that 
institution, being under $2500 bond. 


JAMES MAHAN defrauded a member bank of Greenwich, 
Conn., by means of forged checks during October 1920. Our 
detective agents made a thorough investigation at that time but 
were unable to locate Mahan. Additional information was se- 
secured during October, 1922 and in investigating further, our 
agents located Mahan on October 25, at Port Chester, N. Y., 
whereupon he was placed under arrest. He.is now awaiting 
trial. 


N. E. NEWCOMB, caused a member bank of Des Moines, 
fowa, to sustain a loss through forged indorsements. He was 
arrested on October 11, 1922, at Tulsa, Okla., on a local charge. 
Our detective agents’ Kansas City representatives were advised 
of this arrest and notified their Des Moines representatives with 
the result that the Des Moines Police Department telegraphed the 
Tulsa authorities to hold Newcomb for them. 


L. O. SKILES, relative to whom an article was published in 
the April, 1922, Journal Supplement, was recently released from 
jail in Honolulu, T. H., after serving a short term on a local 
charge. He was traced by our detective agents’ representatives 
from Honolulu through the Panama Canal and then to Philadel- 
phia. All arrangements were made to have this man arrested in 
Philadelphia but due to the congested condition of the Phila- 
delphia harbor, the boat on which Sikes was employed did not 
dock there but immediately proceeded to New York. Again in 
New York the boat was unable to dock on account of the con- 
gested condition of the Harbor and it was necessary for the 
New York Police Department to use a police boat to arrest 
Skiles, his arrest being effected on November 14, 1922. 


BEN F. STRAUSS was arrested in Pittsburgh, Kans., re- 
cently by the local police. At the time of his arrest he was 
negotiating A. B. A. Travelers Cheques and attempted to dis- 
pose of*some of these. Our detective agents’ Kansas City 
representatives were notified and it was ascertained that the 
travelers cheques he was passing and had attempted to dispose 
of had been stolen from a Wolford, No. Dak., member bank 
when that institution was burglarized on November 1, 1922. 
Our detective agents took the proper action and Strauss is now 
being held awaiting extradition to Wolford, No. Dak., on a 
charge of cashing travelers cheques stolen from the Wolford 
bank. 


He is now 


Our agents- 


this arrest and notified the 


December, 19: 


DAN ULLEM, alias Harry E. JOHNSON. Several cheel| 
were stolen from a customer of a Des Moines, Iowa, memb 
bank, and some of them were negotiated bearing the forg; 
signatures of the depositor. On October 21, 1922, Ullem wi 
arrested by the local authorities and confessed to one of o 
detective agents’ Des Moines representatives to having pass 
the checks in question. | 

V. O. Westbrook victimized a member bank in Oakian| 
Calif., on a worthless check and attempted to cash anoth| 
worthless check in a San Francisco member bank. The latt) 
attempt was frustrated and Westbrook was apprehended by or 
detective agents’ San Francisco representatives on October 4 
1922, and he is now awaiting trial. 


« J. L. WILLIAMS, caused two member banks at Kinste 
N. C., to sustain losses on forged checks. He was arrested 
Norfolk, Va., by the local authorities early in November aij 
returned to Kinston for trial. . 


Di BO WOLEE alias): EK. Vincent, defrauded a memb_ 
bank of Chicago, Ill., by means of bogus checks during Janua_ 
1922. He was arrested early in November in Birmingham, Al 
by the local authorities. Our detective agents were notified 

Chicago bank. That instituti 
arranged to have a detainer warrant lodged with the Birmin 
ham authorities. | 


The following arrests were counted in the statistics in 4) 


November JouRNAL Supplement, but due to lack of space we 


not published and are therefore being printed in this Supp | 
ment. 


7 


MINNEAPOLIS BANDITS ARRESTED | 


The police department of Minneapolis, Minn., is to be eo- 
mended on effecting the arrest of RAY McCONNELL, RAL 
RYDER, JACK CARROLL, and EDWIN CARLSON. Th: 
men were arrested on October 16, 1922, and have been identif . 
by several witnesses as having been implicated in the holdt) 
} 


of the following banks: Liberty State Bank, St. Anthony Pet 
State Bank, Calhoun State Bank, and Penn Avenue State Ba: 
These four men are now awaiting trial. 


ANTON THEODORE ANNEN forged the name of 
acquaintance to a series of checks which he uttered in - 
Angeles, Calif. The bank on which these checks were mt 
sustained a loss, and our detective agents’ Los Angeles rep 
sentatives were notified. On September 14, 1922, they w 
successful in effecting the arrest of Annen and secured a a 
plete confession from him. 


RAY BAKER caused a member bank at Odebolt, tool 
sustain a loss on a forged check. Our detective agents’ I 
Moines representatives made an investigation, which resulted 
the arrest of Baker on September 28, 1922, by the marshalt 
Colfax, Iowa, on information furnished by our agents. a 


A. G. BARRETT, alias T. Mason, alias H. Henderson, a5 
E. B. Stead, etc, defrauded member banks in Baltimore, \) 
on several bogus checks. On September 28, 1922, he was - 
tained under a pretext at one of the banks and our detect f 
agents’ Baltimore representatives notified. They were success | 
in securing a confession from him, and he was arrested by 
Baltimore police department, with whom our agents coop” al 


R. J. KECK, alias R. J. Konroy, victimized a Portland, C- 
member bank by opening a savings account with cash, dep it 
a bogus check and being permitted to draw against same. He 
arrested by the Sheriff at Roseburg, Ore., and returned? 
Portland for trial. 
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ARTHUR McDONALD. Recently a Chicago, Ill., member 
vank was defrauded by a negro who secured funds on a forged 
yithdrawal order. Our detective agents investigated the case 
ind Arthur McDonald was identified by employees of the bank 
’s the man to whom the money was paid on the forged with- 
‘rawal order. They effected his arrest cooperating with the 
neal authorities. He is now awaiting trial. 

_C.W. RAINES, who defrauded a Des Moines, Iowa, member 
tank on a bogus check, was arrested early in October by the 
Jes Moines police department and is now awaiting trial. 
MRS. DAISY SNYDER. A member bank at Atlanta, Ga., 
yas defrauded on a forged check, and our detective agents’ 
\tlanta representatives conducted an investigation. After a 
yarrant had been issued for the arrest of Mrs. Daisy Snyder, 
vhose indorsement appeared on the check in question, our 
gents located her and she was arrested by the local police de- 
artment. 

‘MRS. J. T. WILLIS, alias Sarah M. Simpson, alias Marion 
avis, etc., defrauded member banks in Philadelphia, Pa., and 
jaltimore, Md., and also attempted to defraud a member bank at 
Tew Haven, Conn., by means of forged checks. Our detective 
gents’ Philadelphia representatives conducted an investigation 
‘nd were successful in effecting the woman’s arrest in Philadel- 
hia on September 20, 1922. The disposition of her case, is 


ie elsewhere in this issue. 
REMOVED 


} FORGERS, ETC. 


_ Annen, Anton Theodore—2 years, Preston Reform School, 
u one, Calif. 
Bailey, George E.—2 years, State Prison, Trenton, N. J. 
a Baker, Lawrence C.—5 to 15 years, State Penitentiary, 
lashville, Tenn. 
Barrett, A. G—Paroled on condition he return to England. 
_ Chesser, Buck—Case dismissed. 
Fears, Thomas E.—5 years, suspended sentence. 
| Folz, Joseph W—1 to 14 years, State Penitentiary, San 
)uentin, Calif. 
Frahn, Louis—Indeterminate, State Reformatory, Concord, 
~ fass. 
- Glackin, Harry—Effected restitution, case noll prossed. 
-. Goodman, Irving—Suspended sentence. 
| Harris, David O.—1 to 14 years, State Penitentiary, San 
—Juentin, Calif. 
_Kaps, George—Paroled. 
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Kirby, Fred Graves—Probation. 

Larson, Wallace—l to 10 years, Boys Industrial School, 
Worland, Wyo. 

Lucas, John—6 months 
Boise, Idaho. 

McDonald, Alex. J.—Effected restitution, case dismissed. 

McDonald, Arthur—1 year, probation. 

Monet, Henry R—2% to 5 years, State Prison, Trenton, 
Ne 

Pappas, Tony—Suspended sentence. 

Seymour, Earl—Indeterminate, State Penitentiary, Lansing, 


to 14 years, State Penitentiary, 


| Kans. 


Silverman, Maurice—Fugitive from justice. 

Taylor, J. S.—Forfeited bond. 

Thomas, Edward—Returned State Penitentiary, Joliet, Ill, 
to complete unexpired sentence. 

Thompson, Roy Burdette—30 days, The Bridewell, Chicago, 
Ill., and fined $20. 

Uffleman, Alex.—Fined $50 and costs. 

Whitlow, C. S.—Discharged. 

Wormsley, Will—Case noll prossed. 


BURGLARS AND HOLDUP ROBBERS 


Donnelly, M. J.—Discharged, insufficient evidence to convict. 

Jones, Charles—3 years, Maryland House of Correction, 
Jessup, Md. 

Livingston, George—10 years, State Penitentiary, McAles- 
ter, Okla. 

McCulty, Joseph—Discharged, insufficient evidence to con- 
vict. 

Nelly, Ernest B—3 years, Maryland House of Correction 
Jessup, Md. 

Peterson, Seth—3 years, Maryland House of Correction, 
Jessup, Md. 

Podlipski, Jack—Indeterminate, State Penitentiary, Mounds- 
ville, W. Va. 

Preter, 
Jessup, Md. 

Smith, Luther—3 years, Maryland House of Correction, 


Ray—3 years, Maryland House of Correction, 


. Jessup, Md. 


Terlace, Camilius—9 years, State Penitentiary, Frankfort, 
Ky. 
White, Harold W.—3 years, Maryland House of Correction, 
Jessup, Md. 

Woods, Walter P.—Paroled. 


STATISTICS OF THE PROTECTIVE DEPARTMENT 
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A Federal Reserve System for Cuba 


By G. BUTLER SHERWELL* 


The Sugar Production and Its Effects Upon the Economic Situa- 
tion of the Island. Banking Crisis in 1920 and Present Outlook. 
Measures Taken for Banking Reorganization. The Central Bank 


Project. 


banking affairs due to the recent 

visit made by Hon. W. P. G. 
Harding to the capital of the Is- 
land, at the request of President 
Zayas, to report on the fiscal and 
banking situation of Cuba, it is of 
importance to inquire into the pos- 
sible effects which the inauguration 
of a Federal Reserve System is 
likely to bear upon the economic 
situation of that country. As a 
| background to a discussion of the 
banking situation, however, a brief 
description of the economic status 
of the country is presented. 


[: view of the interest in Cuban 


Two Groups 


The countries of Latin America 
may be divided into two general 
€conomic groups. The first com- 
Prises the nations which, due to 
their natural riches, variety of pro- 
duction, and the activity of their 
neople, are speedil working to- 
wards economic independence. ‘To 
the second group belong several 
countries, which may be properly 
called “one-product nations,” which 
are in many respects dependent for 
‘subsistence on other countries. 
Cuba may be considered in the sec- 


*G. B. Sherwell) Washington, D. C. 


ond group, since its predominant 
products are sugar and tobacco, and 
the economic prosperity of the coun- 
try is almost entirely predicated up- 
on the sugar situation in the world. 


Sugar Prosperity 


The period of great prosperity 
which Cuba enjoyed during the 
years following the outbreak of the 
European war was entirely due to 
the abnormal demand for sugar 
created by the conditions prevailing, 
and obviously it was of temporary 
character. This period. reached its 
apex in 1917 and continued at its 
highest level until the inauguration 
of a severe crisis in October, 1920. 
Should production of sugar not be 
curtailed to increase other produc- 
tive activities, Cuba will continue to 
depend upon another nation or other 
nations for its normal subsistence, 
and its purchasing power and the 
wealth of the country will be regu- 
lated as heretofore by the marketa- 
bility-of its main staple. Production 
of sugar in Cuba has more than 
doubled since 1912 and indications 
are that further progress in this 
line is yet to be expected. Produc- 
tion of tobacco has increased in the 
same proportion. These facts can 
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Government Would Own Half of the Capital. 


be translated as meaning that Cuba 
is gradually working towards the, 
unification of its line of production. 
(1). Soil conditions in the Island 
are excellent for the cultivation of 
other products such as coffee, and 
in the middle of the last century, 
exports of this commodity from 
Cuba averaged 25,000,000 kilos per 
annum. But later on, when sugar 
cane growing proved more profita- 
ble, planters abandoned the cultiva- 
tion of coffee and sugar cane was 
planted instead. 


Reduce Production 


The suggestion made by Senator 
Smoot to the sugar producers of 
Cuba was to reduce the annual pro- 
duction to 2,500,000 tons, from 
about 4,000,000 tons, which is con- 
sidered to be the annual output at 
present. The Senator, in his recent 
letter to General Crowder, stated 
that this reduction will be the solu- 
tion of the sugar problem, not only 
for Cuba, but for the United States 
as well. 

Senator Smoot’s amendment to 
the Tariff will undoubtedly have a 
double effect. It will not only give 
the necessary protection to our 
sugar beet industry and the 100.000 
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farmers, 85,000 field workers and 
35,000 mill workers engaged in the 
production of sugar beet but un- 
doubtedly it will be instrumental in 
bringing about diversification of in- 
dustries in the Island. 

If Cuba were willing to diversify 
its productive industries, there 
would be no cause for fear that 
the country would be placed on the 
verge of bankruptcy by the legisla- 
tive action of a foreign country in 
the matter of high sugar tariffs. 

Industry in Cuba is in its infancy. 
Most of the necessary articles for 
human existence have to be im- 
ported from abroad. During 1920, 
the United States alone exported 
goods to Cuba in an amount exceed- 
ing $400,000,000. Should the Gov- 
ernment of that Island devote to 
industrial activity the attention it 
deserves, taking the necessary meas- 
ures to encourage and increase do- 
mestic production, there would be 
no occasion for unusual unemploy- 
ment in the Island, even if certain 
lands at present planted with cane 
were temporarily abandoned, in or- 


der to reduce production. There is 
little doubt that diversification of 
industry and production is the most 
effective way to improve the eco- 
nomic conditions of Cuba, to reduce 
the cost of living, and to place the 
country upon a more independent 
financial basis. 

Cuba’s geographical position and 
natural resources are most advan- 
tageous for a rapid and sound indus- 
trial development, and there is no 
question that the Island will receive 
foreign financial assistance when 
credits are intended to be used in 
legitimate enterprises. 


The Tariff 


The high sugar tariff will not take 
the bread away from the mouths 
of the Cuban people, as certain Ha- 
vana journals have expressed it. If 
the situation is properly handled, 
and a gradual curtailment in the 
sugar output is effected, devoting 
to different lines of production part 
of the energies now devoted to the 
sugar industry, it is doubtless that 
an opposite result will take place. 


(1) 
of all commodities has been 
and tobacco output. 


The following table serves to increase the weight of the above statements. 


Exportation 


gradually and considerably reduced to increase the sugar 


EXPORTS FROM CUBA BY CLASSES OF COMMODITIES 


; ; 1915-16 1916-17 1917-18 1918-19 1919-20 — 
Animal and animal products. .. 3,460,799 3,266,645 2,877,978 3,388,994 2,168,753 
Sugar and molasses......... .. 255,943,707 279,229,879 322,759,784 407,870,889 784,051,805 
Fruits, grains and vegetables. .. 3.547,299 3,217,909 2,484,063 2,149,945 2,327,319 
Marine me products) petite. a eaeees 210,421 257,785 211,197 264,233 428,006 ° 
Mineral products sec eee ee 7,298,010 12,101,388 Wl 77 oar ee 10,647,290 7,003,090 
Forest products). chm. senime as 80,873 1,898,111 994,138 747,878 1,307,515 
TLobaccomae ccna cee erent 25,759,860 27,315,993 32,028,520 40,836,831 54,326,149 
Miscellaneous ieee ees 39,600,409 29,752,073 7,996,313 12,749,151 3,525,704 

Total. che aetna Pete 336,801,378 357,039,783 381,124,720 478.655.2111 55,138,341 
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The establishment of a low Amer- 
ican tariff would mean abandon- 
ment of the sugar beet industry in 
this country. Cost of living is a 
relative term, determined by the pro- 
duction power and the facility to 
acquire the things which are needed 
in life, regardless of the coefficient, 
which is the price. If a certain in- 
dustry in a country is destroyed, the 
national efficiency is reduced, unem- 
ployment is increased, the purchas-_ 
ing power is reduced and _ conse- 
quently the cost of living is in- 
creased, no matter how low the im- 
ported article may be estimated in 
price. 


Average Production 


Since the average production of 
sugar in Cuba was less than 3,600,- 
000,000 pounds during the pre-war 
seasons of 1905-06 to 1912-13, and 
the total output increased to an ap- 
proximate average of 7,400,000,000 
pounds for the seasons from 1913- 
14 to 1920-21, it is clear that the re- 
turns obtained from sugar sold, 
brought to the Island a period of 
great commercial activity and one 
of reckless speculation as _ well. 
Overtrading is clearly manifested 
in the fact that Cuba’s imports dur- 
ing the fiscal year 1920-21 amounted 
to $572,577,000 as against $134,- 
008,000 in 1913-14. Sugar planta- 
tions were greatly extended, new 
machinery bought, new centrals 
built with funds which were easily 
obtained from the banks to carry 
out any sort of enterprise. In the 
fall of 1920, it was evident that 
sugar held in warehouses at the 
seaports, which had been produced 
at high prices, became almost un- 
salable after a sudden fall in the 


price of this commodity. Other un- 


fortunate happenings, such as the 
congestion in the Havana harbor 
and the confusion in the custom 
houses, precipitated the already in- 
evitable period of liquidation and 
adjustment to bring things to a 
normal level. The effects of such 


a situation are well known, and 


there is no room here to enumer-_ 


ate them. The general outlook at 
the present time is much brighter 


due to a marked improvement in the ~ 


sugar markets of the world. 

The general situation was pri- 
marily reflected in the banks of the 
country. A decree for a morator- 


ium was signed by President Meno- | 


5 


| 
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cal on October 10, 1920, as a meas- 
ure of emergency, but when it be- 
came evident that a great bulk of 
the resources of certain banks were 
heavily involved in loans on sugar 
and property, the value of which 
was considerably depreciated, the 
public became panic-stricken. The 
banks could not adjust their affairs 
to current conditions without incur- 
ring losses so heavy that most of 
the institutions were not expected 
to survive. The Torriente laws, 
providing for the gradual repay- 
ment of deposits within 105 days 
after promulgation of the decree, 
were passed on January 27, 1921, 
but four days later a banking liqui- 
dating commission was created by 
virtue of a new law. 


Banking Commission 


The purpose of this commission 
was to take over the assets of the 
banks declared in suspension of pay- 
ments and dispose of them in the 
best interest of the depositors. The 
liquidation details, according to the 
law, were to be carried out by com- 
mittees, which were required to ar- 
range for the reorganization of the 
bank or for its liquidation. (1) 


Liquidation and disposition of the 
assets of the banks taken over by 
the liquidating committees has been 
slow owing to difficulties encounter- 
ed in effecting collections and sett- 
ling accounts. At times, depositors 
have become impatient and have 
proceeded to appoint private com- 
mittees with a view to settling their 
affairs as promptly as_ possible. 
Branches of foreign banks in Cuba 
also had to suffer in proportion to 
their investments in sugar and prop- 
erty. However, with the help of 
their head offices, they have been 
able to remain in operation and 
several of these branches are at pres- 
ent supervising the production of 
sugar in the centrals hypothecated 
to them by their customers, in the 
hope of recovering some time in the 
future investments which at present 
have the appearance of bad or 
doubtful loans. It is important to 
note, however, that branches of for- 
eign banks in Cuba have rendered 
a vital assistance in the post-war 
financing of Cuba, since their pres- 
ence there prevented a complete par- 
alization of the banking machinery 
of the Island in the fall of 1920. 
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The first step taken by the Cuban 
Government towards a banking re- 
organization in the Island was an 
Act of the Cuban Congress of Jan- 
uary 31, 1921, which provided for 
the appointment of a Banking Liqui- 
dation Commission to determine the 
general character of the legislation 
to be drawn up. Three different 
projects were submitted for consid- 


eration. The report approved by 
the Commission, provided for the 
establishment of a Federal Reserve 
Bank in Cuba. 

The report submitted to the Cu- 
ban Government by Hon. W. P. G. 
Harding with regard to banking re- 
organization has not been made pub- 
lic, but judging from the recent re- 
ports published in the press, it seems. 


(1) Nineteen banks have been taken under jurisdiction of the liquidation commission on the 


dates specified as follows: : 


Banca Federal de Cuba, 
Banco Nacional de Cuba, 
Banco Trillo y Hermanos, 
Banco Internacional de Cuba, 


Banco 


eC ae sll Mae 


10. Banco Victor E. 


Cienfuegos....... 
Habandinies coe: 
Mioronin garcia. 
Banco Pefiabad Areces y Compania, Habana 
Habaniazas«. 
Banco Francisco Diaz Vega, Ciego de Avila 
J. A. Bances y Compafiia, Habana... 
Banco Espanol de la Isla de Cuba, Habana 
Banco de Prietarios Industriales y Arrendatarios, Habana.................... 
Escarting |Morones.= once: « 


EG reneEaae ec cRNA. Ht OE RR eee March 1, 1921 
PreacRardtNotian coke Guage aetna teria othe April) 11, 1927 
Be crown Were eat uns ats, sus Me See May 9, 1921 
BIS Oo LOC IQINOT NED © OTRO ROR GAR een eee May. 10, 1921 
CEC CS SRO CHPRERCEERO CERRO CR ERC EPR arate May 23, 19212 
De rete ists she tion is Me ats aractcwav en ai eccreheaas May 30, 1922 
MMC Ree cartes tS vg rs a eta boa ae June Lelo2 
eee en oes nahi Stiatla vsienter eta Calta s qane 6, 1921 


une 14, 192k 


Goats POS. ed CR pe RIC Cte RRS ot nar ier July 18, 192% 


lis Banco, buispano) Cubanon de Oriente, poantiago de: Cubaiwass sacascs asco veelle Oct. 11, 1921 


12. Banco Alonso Expdsito y Compania, Mor6on 
13. Banco J. Silverio y Hermanos, Placetas.... 


SRM ORTEGA aiuds ease teretey, oa bees Nov. 7, 1921 
Pao RRNELGNT cpophe ida rapa O ane lees Ales sce Dec. 6, 192% 


14 Bancose pane a tlermanosnrela hata sre wterits te nis ee etic cnncn lath sal 6. wae one Reorganized 
155. BancovDemetrro Cérdovany. Compania Habana aiiick 0 ok dec ccd peice eek cnw es Reorganized 
16 Banco ee hernandez by< Hermanoss. Cardenas cc ucts cian im ste wt sive nie doubts Reorganized 
i7,, BancosAgapito, Garcia Llano; Guira’ deo Melena. oo... .. 6 cc ss cdcw sees eee ees Reorganized 
1s). Bancouhee@pmann. & Comgilabanacrenets ate sic ears cohen s dele s cio ree a sauas Sele April 30, 1922 
Oy Bancor Nactonales del) COMenClond tetas egna celeste else aout wees ouster chee overs Sep 16, 1922: 


The first 10 of these institutions are in process of definite liquidation, in accordance with, 


the provisions of the respective liquidating committees. 


The next three banks may be re- 


organized or liquidated. Their affairs have not been definitely settled. The next four have beem 


reorganized and have resumed operations. 


The last two are in process of liquidation, 
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SO ; 


that the project for Federal Reserve 
Bank organization contains only a 
few points which are not in accord- 
ance with the project presented by 
the Banking Legislation Commis- 
sion, and it is therefore important 
to inquire into the provisions of 
that project. The report of the 
Commission is divided into four 
sections, with the following recom- 
mendations : 


Commissions Recommendations 


First. The creation of a National 
Banking Commission, under whose 
jurisdiction all matters of banking 
and currency are to be placed, in- 
cluding that of the inspection of the 
Federal Reserve Bank of.Cuba. . 

Second. ‘The establishment of a 
Reserve Bank on the pattern of the 
Federal Reserve Banks of the 
United States, with a view to iti- 
crease the facilities -of credit 
through the rediscount of commer- 
cial paper for the banks; to create 
an elastic currency; to give assist- 
ance to banks in case of need and 
during financial crises; and to pro- 
mote higher standards of banking 
in Cuba. 

Third. ‘The third section deals 
with the regime of the Banks. 
Special provisions are recommended 
for the regulation of Commercial 
Banks; Agricultural Credit Banks ; 
Mortgage Banks; Savings Banks; 
and Clearing Houses. 

Fourth. ‘To confer upon the Na- 
tional Banking Commission juris- 
diction to intervene, reorganize and 
liquidate the banks in accordance 
with certain rules. 

Space does not permit a full dis- 
cussion of the project as compared 
with the Federal Reserve System of 
the United States, and only certain 
vital points will be discussed. 


Six Members 


According to the provisions of the 
first section, the National Banking 
Commission will be composed of 
five members in addition to the Sec- 
retary of the Treasury, who will 
have no vote. The press of Cuba 
states that Mr. Harding has recom- 
mended that the number of mem- 
- bers be reduced to three. It would 
appear that this Commission would 
act in Cuba as the Federal Reserve 
Board does in the United States. 


This, however, is not the case. The 
project provides that the Commis- 
sion will have jurisdiction over all 
banks, savings societies and other 
institutions engaged in receiving de- 
posits of money from the public. 
It would be empowered to dictate 
all rules and regulations to govern 
these institutions; to supervise a 
proper banking inspection through 
the Federal Reserve Bank; to ob- 
tain, compute and publish banking 
statistics ; to discharge the functions 
relative to the coining of money; 
to exercise the duties of the “Banco 
Territorial de Cuba,” which office 
is to be suppressed ; and to exercise 
the inspection of the Federal Re- 
serve Bank and attend to its organ- 
ization. 


Three Advisors 


The members of the Commission 
are to be appointed by the Presi- 
dent with the approval of the Sen- 
ate, and he will also appoint three 
advisors, all to be known to have 
knowledge and experience in com- 
mercial and banking matters. It 
seems, therefore, that the subject of 
appointing the members of the Com- 
mission with a view to having the 
most important lines of activity con- 
nected with banking represented 
there, has been disregarded. The 
project, furthermore, provides that 
the expenses of the Commission 
shall be paid out of a special budg- 
et of the Treasury Department. It 
would seem that these expenses 
could be met out of the profits of 
the Federal Reserve Bank and that 
the subjecting of the Banking Com- 
mission budget to the discussions of 
the Legislature be allowed to take 
place only for a limited period, until 
after the establishment of the Re- 
serve Bank. : 

Part second of the project deals 
with the establishment of a Re- 
serve Bank of Cuba in the city of 
Havana; the authorized capital to 
amount to $20,000,000 in shares of 
$100, but only $4,000,000 to be re- 
quired to begin operations. Ac- 
cording to the plan, one-half thereof 
are to be subscribed by the Cuban 
Government and the sum needed is 
to be raised from certain temporary 
taxes; one-fourth by the _ bank, 
bankers and savings societies, in- 
cluding foreign bank branches, and 
one-fourth by the public. The sub- 


ject of large capitalization in Re- 
serve Banks has been widely dis- 
cussed in other countries in Latin 
America where the adoption of a 
Federal Reserve System is -con- 
templated, and from studies made 
of similar organizations in other 
countries it has been concluded that 
a large capital is by no means nec- 
essary in the establishment of a Re- 
serve Bank. In the case of Cuba, 
the sum of $20,000,000 would ap- 


pear excessive. 


Government Owns Half 


The project provides that the 
Government shall own one-half of 
the bank’s capital. The bank will 
have, therefore, the objectionable 
characteristic of being a Govern- 
ment institution. This especially 
holds true in the issuing of paper 
currency, which will be one of the 
attributes of this bank according to 
the project. One-fourth of the cap- 
ital will be subscribed by all banks. 
and banking firms of the Island, ac- 
cording to another of the provisions ~ 
of the project. This would mean 
that all financial institutions will be 
obliged to belong to the system and 
to invest a portion of their assets 
in the stock of a government bank. 
Such a provision may not be in ac-- 
cordance with the by-laws and poli- 
cies of the foreign banks doing busi- 
ness in the Island. This will hold 
true especially in the case of an 
American National Bank with wide 
ramifications in the Island. Na- 
tional Banks are not allowed to in- 
vest in stocks of other banks. 


Domestic Institutions 


With regard to the domestic in- 
stitutions, no provisions have been 
made for the selection of a standard 
organization, such as the national 
banks in this country and other 
banks which may fall within the re- 
quired specifications. It would 
seem that this point calls for addi- 
tional consideration and study on the 
part of the framers of the project. 


Article 28 of the second section 
provides that the shareholders 
shall have the right to receive an 
annual dividend up to 10 per cent. 
of the par value of the shares, | 
after having provided for all the — 
Bank’s expenses ; for a loss amorti- 
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zation fund and 10 per cent. of the 
profits had been placed in a reserve 
fund. The article further provides 
that in case there should be a sur- 
plus left, 50 per cent. of this would 
be applied to the bank’s reserve 
fund and the remaining 50 per cent. 
to the payment of extra dividends. 


_A Federal Reserve Bank is not an 


institution established primarily for 
the purpose of making money and 
its function as a regulating factor 
in case of emergency does not seem 
to warrant the profits expected by 
the authors of the project. 

The Board of Directors of the 
Bank would be composed of nine 
members, five to be appointed by the 
Executive and four by the mem- 
bers. In this clause the controlling 
influence of .the Government may 
again be seen. 


The Reserve 


With regard to banking reserves 
the project provides that all banks, 
bankers and savings societies or- 
ganized in Cuba, as well as the 
branches or agencies of foreign 
banks doing business in the Island, 
will be obliged to keep in deposit 
with the Federal Reserve Bank in 
legal currency, but not in notes of 
the Bank, a net balance of 7 per 
cent. of their sight deposits and 3 
per cent. of their time deposits. 
This means a further allotment of 
the assets of all financial institu- 
tions to a Government institution, 
which will undoubtedly meet with 
the disapproval of foreign branches. 
The provisions of this clause have 
been the most powerful objection 
which foreign banks have found in 
the establishment of a Federal Re- 
serve Bank in Cuba, and undoubted- 
ly the matter will have to be given 
further consideration. Article 39 
states that the banks, bankers, sav- 
ings societies, branches and agencies 
will have the right to carry on all 
transactions of rediscount and loan 
with the Federal Reserve Bank. 
This provision does not seem con- 
sistent with the functions of sav- 
ings institutions and the character 
of their investments. 

In dealing with the subject of 
functions and operations of the Re- 
serve Bank, the project provides 
that the Bank will take charge of all 
Government disbursements by pay- 
ing checks drawn by Paymasters. 


This provision naturally will tend 
to increase the fears of the foreign 
branches to invest part of their as- 
sets in that institution, and it will 
also be. a source of reluctancy on 
the part of the public to accept the 
notes issued by the Reserve Bank. 


No Obligation 


Article 65 of Section II provides 
that the Reserve Bank is not under 
the obligation to discount for banks, 
when it does not deem it convenient 
to do so. ‘The consistency of the 
provision contained in this article 


may be subject to question, since a 
Federal Reserve Bank is a bank in- 
tended to impart protection to its 
members, and it is by no means an 
institution intended to serve privi- 
leged interests. It would seem that 
a definite law should be established 
to govern discount operations. The 
following article provides that the 
terms of maturity of the redis- 
counted documents shall not be re- 
newable and that the institution 
which does not meet its obligations 
on maturity will be excluded from 
doing business with the Reserve 
Bank until the Board of Directors 


Brown bros. 
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shall lift such a prohibition. This 
provision differs widely from the 
Federal Reserve Act in the subject 
of default. 


Section III of the project deals 
with the subject of banks in general 
and explains in detail the functions 
and the regulations under which the 
following institutions will be au- 
thorized to operate; commercial 
banks, agricultural credit banks, 
mortgage banks, savings institutions, 
and clearing houses. This section 
has no provision for the foreign 
bank branches operating in Cuba. 
It would seem that since all banks 
are to be members of the proposed 
banking system, the regulations for 
the operation of branches of foreign 
banks should also be established. 

In general, the project for bank- 
ing reorganization in Cuba differs 
widely from the Federal Reserve 
System of the United States. Al- 
though it calls for the establishment 
of a Federal Reserve Bank in Cuba, 
the provisions for the creation of 
such an institution appear to have 
been framed with a view to create 
an official Central Bank of discount 
and issue. If such a bank is created 
in order to guarantee the stability 
of the credit institutions of Cuba, 
its services will be of considerable 
value, since it is not expected that 
the native institutions will enjoy the 
confidence of depositors, until an 
efficient and sound system of pro- 
tection and inspection is established. 
It will be of tremendous advantage 
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for the Cuban banks to be able to 
do business with a reasonably small 


cash reserve and to depend at all 


times upon the financial protection 
of the Central Bank in case of need. 
Such a system could be perfected to 
such a degree as to render financial 
crisis almost impossible. With re- 
gard to the issue of elastic currency 
by the Central Bank, it seems that 
such a step would help Cuba, not 
only in her own internal develop- 
ment, but it would render the coun- 
try free from foreign monetary 
changes. At present Cuba’s cir- 
culating medium is the dollar. The 
Cuban peso has little circulation. 
This means that the country is sub- 
jected to the purchasing power of 
the dollar, and that its business 
transactions are to be adjusted in 
accordance with the trend of busi- 
ness in the United States. 

The dollars in circulation in Cuba 
may be exchanged for gold in the 
United States, which will furnish a 
solid basis for the reorganization of 
Cuba’s own monetary system. 


The purchase of a bank in Warsaw, 
Poland, which is to be used as a central 
clearing house to facilitate the work 
of the 185 loan banks already established 
there, has been approved by the recon- 
struction department of the American 
Jewish Joint Distribution Committee. 
These loan banks are being established 
by the joint distribution committee to 
enable Polish farmers, artisans and 
small merchants to re-establish them- 
selves in business. 


the term of one Class C director 
- expired and the following were 


Federal Appointments — | 


The Federal Reserve Board re- | 
cently’ announced at Washington | 
the appointment of Pierre Jay, of | 
New York, as a Class C director | 
of the Federal Reserve Bank of 
New York. 


All Federal Reserve agents and 
chairmen were redesignated for 
one year ending December 31, 1923. 

Last year, the board announced, 


appointed: For the Federal Re- 
serve Bank of Boston, Jesse H. | 
Metcalf, of Providence; for Phil- | 
adelphia, H. B. Thompson, of Wilk | 
mington, Del.; for Cleveland, L. B. | 
Williams, of Cleveland; for Atlan- | 
ta, W. H. Kettig, of Birmingham; 
for Chicago, F. C. Ball, of Muncie, | 
Ind.; for St. Louis, C. P. J. Moone | 
ey, of Memphis; for Minneapolis, | 
George W. McCormick, of Menom-. 
inee, Mich.; for Kansas City, Fred | 
C. Roof, of Denver; for Dallas, | 
Clarence E. Linz, of Dallas; for 
San Francisco, William Sproule. of 
San Francisco. - | 


ee A 


A bill providing for new 50-cent 
pieces commemorating the enunciation © 
of the Monroe Doctrine has been re- | 
ported favorably to the Senate by Sen-— 
ator McLean, chairman of the Banking 
and Currency Committee. The bill was | 
placed on the calendar. 


| 
PRP 
— 
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ADMINISTRATIVE COMMITTEE AND A. B. A. 


2. Walter Lichtenstein. 3. 
B. McAdams. 


1. William G. Fitzwilson. 
6. Theo. G. 
herd. 11.H. A. McCauley. 
M. Smith. 


Smith. 7. Thomas 
12. Frank L. Hilton. 
16. Francis H. Sisson. 


J. W. Barton. 
8. John H. Puelicher. 
13.Waldo Newcomer. 
17. B. BE. Mountjoy. 


OFFICERS AT THE WHITE HOUSE. 


4. Oscar Wells. 
9. Walter W. Head. 10.F. N. 
14. Alexander Dunbar. 
18. Gurden Edwards. 


5. Samuel H. Beach. 
Shep- 
15. Burton 


19. George O. Walson. ; 


Bankers’ Conferences in Washington 


Administrative Committee of the Association and Government 
Officials Discussed More Adequate Agricultural Credits, Branch 


Banking and Other Major Problems. 


Harding on His 


HE plan to broaden the work 
of the American Bankers As- 
sociation by bringing its activi- 


_ ties into closer codrdination with the 


work of government officials in its 
banking and business relationships 
was materially advanced by the re- 
cent winter meeting of the Admin- 


_ istrative Committee at Washington, 


D. C. Such outstanding questions 


_ of the day as better credit facilities 


for the farmer, the branch bank 


_ question and other major subjects 


were discussed with government 
officials, with the proffer of such fa- 
cilities of the Association as might 
be helpful to them and conducive to 
the public welfare. 


“We informed Secretary Mellon, 
Comptroller Crissinger and mem- 
bers of the Federal Reserve Board 
as to the Association’s attitude on 
the branch bank question which oc- 
cupied so prominent a place during 
the recent convention of the Associ- 
ation here in New York,” Mr. 
Puelicher said of the meeting. “We 


stated to these officers that the As- 
sociation put itself squarely on re- 
cord as being opposed to branch 
banking. 

“Senators Lenroot and Capper 
and other Senators gave us very 
clear statements of the measures 
for more adequate agricultural 
credits introduced by Senators Len- 
root and Capper. They frankly 
discussed their attitude, and we feel 
that the Association will be able to 
consider this most important sub- 
ject more intelligently as a result. 
Agricultural credits will be contin- 
uously one of the major problems 
of study for helpful action by the 
Association.” 


The Administrative Committee 
held its meeting at the New Willard 
Hotel. The session lasted three 
days, December 11, 12 and’13: In 
addition to disposing of routine 
business as the governing body of 
the organization, the Committee 
called on President Harding, Sec- 
retary Mellon, Secretary Wallace, 


Commended President 
Stand as to the Necessities of Transportation. 


Comptroller Crissinger, the Federal 
Reserve Board, Director Klein of 
the Bureau of Foreign and Domes- 
tic Commerce, and others. 

During the sessions of the Com- 
mittee a resolution was adopted en- 
dorsing President Harding’s stand 
in regard to transportation in his 
recent message to Congress. The 
resolution is as follows: 


“RESOLVED. That the Administrative 
Committee, American Bankers Associa- 
tion, commends the President of the 
United States on the courageous and 
conservatively progressive stand taken by 
him particularly in respect to the neces- 
sities of transportation as a whole, in his 
recent message to the Congress.” 


The Committee adopted a decla- 
ration commending the educational 
work of the Department of Agri- 
culture and the Agricultural Col- 
leges in connection with Boys and 
Girls Club work. ‘The declaration, 
signed by John H. Puelicher, Presi- 
dent of the American Bankers As- 
sociation, and Burton M. Smith, 


484 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


January, 1923 


Chairman of the Agricultural Com- 
mission of the Association, is as 
follows: 


Educational Declaration 


“Proper education of the youth of 
America is essential to maintain national 
growth and well-being, to the develop- 
ment of harmonious relations between all 
groups and a clearer understanding of 
the interdependence of each to preserve 
intact the democratic traditions of the 
republic so well founded by our for- 
bears. 

“The American Bankers Association 
advocates educational facilities along 
broad lines and training in the vocations 
in a specific way to properly prepare 


young people for a most serviceable 
career. 
“Since a large percentage. of rural 


youth discontinue their schooling at an 
early age, and since more than one-half 
of all the children of the nation are 
reared on farms, it appears essential that 
the Federal Government, states and sev- 
eral communities shall provide every 
educational opportunity for these future 
citizens who will become the national 
leaders of tomorrow. 

“Tt is our observation that Boys and 
Girls Club Work, carried on by the 
agricultural colleges and the United 
States Department of Agriculture, under 
the Smith-Lever law passed by the Con- 
gress in 1914, has done most effective 
service in carrying a broad and yet 
practical education from our higher in- 
stitutions of learning direct to farm 
youth, in so far as funds have been 
available. i 

“The American Bankers Association 
heartily commends the Department of 
Agriculture and the Agricultural Col- 
leges for the work which is being done 
and strongly urges that it be extended 
by the authorized extension agencies un- 
der the Smith-Lever Law in order that 
all agricultural counties may have the 
services of a country club leader so that 
this vital educational and demonstration 
work may be made available to the boys 
and girls in every agricultural county 
of the United States.” 


A resolution was also adopted 
indorsing the work of the Robert 
Morris Associates, as follows: 


“Whereas, the American Bankers As- 
sociation is vitally concerned with any 
movement promising a better understand- 
ing of the fundamentals of banking; 

“Whereas, the Robert Morris Associ- 
ates for more than five years have 
sought in a scientific manner to enlarge 
the available knowledge of statement 
analysis and to improve the methods of 
gathering, compiling and intelligently us- 
ing credit data; 

“Whereas, the opportunities offered for 
personal contact, and a better acquain- 
tance of credit men by promoting that 
frank, free interchange of essential facts 
which is only possible when the grantor 
and recipient are well known to each 
other, is one of credit’s greatest safe- 
guards; now therefore be it 


Underwood & Underwood. 


U. S. DELEGATION AT LAUSANNE CONFERENCE ON NEAR EAST AFFAIRS. 


Left to Right: Seated—Rear Admiral Mark N. Bristol, U. S. N.; Richard Wash- 
burn Child, U. S. Ambassador at Rome; and Joseph C. Grew, U. S. Minister to 
Switzerland. Standing:—Lt. Wheeler, U. S. N.; Mr. Hock, Mr. Armory, Mr. Gilles- 


pie and Mr. Belin. 


If | Were a Banker 


By CONKLING HONSFORD 


F I were a banker and thus were 

a community leader, I would 

find time to be interested in pro- 
moting religioa—everyman’s relig- 
ion—the good old-fashioned relig- 
ion of his forefathers. 

Under certain circumstances I 
would support religious advertis- 
ing or to put it correctly the ad- 
vertising of those things that re- 
ligion stands for. 

There is much discussion year by 
year of building up towns. What 


“Resolved, that the Administrative 
Committee of the American Bankers As- 
sociation felicitate and congratulate the 
Robert Morris Associates on the substan- 
tial progress thus far made and urge that 
their exertions be sustained, continued 
and enlarged, pledging a full measure of 
sympathetic support and cordial coopera- 
tion, and recommending to Association 
members a thoughtful consideration of 
these efforts, so largely in their interest.” 


The Committee confirmed the ac- 
tion of the executive officials of the 
Association in selecting the West- 
chester-Biltmore Country Club at 
Rye, New York, for the spring 
meeting of the Executive Council 
next April 23, 24, 25 and 26. 


builds up towns on a better basis 
than men whose consciousness of 
life is broad enough to embrace an 
every-day remembrance of a Su- 
perior Power; men who are not 
only good enough but shrewd 


enough if need be, to know the 


practical value of keeping healthy 
and alive the spiritual sides of their 
lives by proper contact, reading and 
devotion. 

Not industry, ambition enter- 
prise or brawn alone or together 


ever fashioned a settlement of peo- — 


ple into an orderly growing com- 
munity. . 

However lawless or forgetful a 
new community may appear to be 
on the surface, the moral forces 
implanted in the breast of every 
member of that community when 
he was a child is an influence ever 
at work and an influence which 
eventually asserts itself. 

And so the banker interested in 
moulding, guiding and shaping the 
thoughts of his community in 
which he is a leader, knows that 
as religious life grows in strength 
and vigor, the basis of all business 
becomes sounder and safer. 


: 
) 


A Check on Desertion of the Farms 


By FORREST CRISSEY 


Boys and Girls Club Work.. Best Way of Converting Adult 
Farmers to Improved Methods of Agriculture and of Living is 


Through Their Children. 


Moral and Civil Assets of this Move- 


ment of Greater Value than the Crops the Juveniles Produce. 


ACKING the Boys’ and Girls’ 
Club movement throughout 
the country. sections of the 
United States—and thereby making 
its present magnitude and useful- 
ness possible, is one of the biggest 
and fittest things the bankers of 


_ America have ever done for their 


country, certainly something to be 
proud of, something to talk about. 
Whether considered in.a civic, hu- 
manitarian or economic sense, it is 
one of the greatest national achieve- 
ments of the past decade. 


With Banker Backing 


No other influence has, I think, 
done as much to check a stampede 
of desertion from the ranks of 
farming to towns and cities which 


threatened to leave only a “cor- 


Club movement. 


poral’s guard” on the job of food 
production as the Boys’ and Girls’ 
A shrewd and 


experienced County Agricultural 
_ Agent once exclaimed: 


“Give me the support of a few 
good bankers and a chance to work 
with the boys and girls of the farm 
and I'll put any agricultural county 
on the production map.” 

That sentiment has been seconded 
by thousands of others of these 


_ Home Missionaries of Agriculture 


_ who have done that very job! 


As 
a rule, they have a keener apprecia- 
tion of the high constructive value 
of the bankers’ services in backing 
this movement than have the bank- 
ers themselves. This is especially 
true of the bankers in the larger 


_ cities who do not come into intimate 
and daily contact with the results 
| of this work as do the small coun- 


try bankers. But it is important 
that all bankers, everywhere, should 
have a clear appreciation of this 


‘service to the nation because this 


big constructive job is not yet fin- 
ished. In fact, it is only begun. It 
must continue with cumulative force 


because agriculture is now suffering 
the severest depression which it has 
known in many years with the re- 
sult that thousands ‘are deserting it 
for the more profitable and allur- 
ing fields of industry, business, 
trades and the other city and town 
callings. The question: “Is the 
farm worth staying on?” must be 
answered in the affirmative by 
enough farm boys to keep agricul- 
tural production up to a pace at 
which it will meet the food demands 
of the whole people. Boys and girls 
will not remain on the farm unless 
they can be vitally interested in 
farm life and be made to feel that 
it will pay them as a life work. 
That hundreds of thousands of boys 
and girls have, through their club 
work, been deeply and permanently 
interested in farm work and farm 
life and have been able to prove by 
their own efforts that, it will pay 
satisfactory returns, is a matter of 
record and common knowledge. 


Beyond the Figures 


“Show us the figures” is supposed 
to be the traditional banker atti- 
tude. In an admirable article in 
a recent number of the JoURNAL 
Dr. A. C. True did this most com- 
prehensively. However, “lest we 
forget” let me repeat that last year 
more than half a million of these 
boys and girls were enrolled in club 
work of this kind; they raised or 
produced in their 1921 demonstra- 
tions 30,000 acres of corn, 2,000 
acres of potatoes, 61,000 swine, 3,- 
700 beeves, 6,000 dairy animals, 
566,000 chickens, 2,600,000 quarts 
of canned fruits;- vegetables and 
meats, 347,000 articles of clothing, 
and 370,000 loaves of bread, not to 
mention wheat, beans, sheep, garden 
and orchard products, milk products 
and others, totaling $7,069,877 in 
value. 

So much for the figures! 
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But 


the fact remains that the greatest 
values in life cannot be told by fig- 
ures—even to bankers. This is 
peculiarly true of the results of the 
Boys’ and Girls’ Club movement. 
Therefore, instead of “showing the 
figures” I’d like to show something 
of the spirit behind this movement 
and the spirit of high and responsi- 
ble citizenship which it develops in 
those who come under its influence. 


Moral Assets 


The moral and civic assets pro- 
duced by Boys’ and Girls’ Club 
work in America in 1921 are worth 
far more to this country than seven 
million dollars, the monetary value 
of the “demonstration” assets. If 
citizenship and character could be 
valued in dollars the net production 
of this movement in 1921 would 
reach an amazing total. And the 
riches added to the civic and char- 
acter wealth of this country by this 
movement in the twenty years or 
more since it started would stagger 
the pencil of a war statist. 


Perhaps this statement may seem 
a little extravagant. It naturally 
would to one who has not had this 
movement under intimate observa- 
tion since it was born. I count it 
as a high privilege to have been 
in at the Christening. The pro- 
found impression made upon me by 
an interview with Dr. Seaman A. 
Knapp, the founder of the County 
Agricultural Agent movement, 
about 1907, fastened my attention 
to this cause so firmly that I have 
followed it ever since and have 
written perhaps a score of articles 
about its varied developments. 

In that talk Dr.. Knapp declared 
substantially this: 

“Empty stomachs will not absorb 
education—or permit their owners 
to do so. In this fact you have the 
Genesis of this movement to send 
out a force of home missionaries of 


486 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


January, 1923 


agriculture. No matter to what 
proportions this scheme may grow, 
I hope the public will never be per- 
mitted to forget that its purpose is 
not to make money but to make 
better citizens, not to increase na- 
tional wealth in dollars but in in- 
telligence, character and citizenship 
with solid American ideals. Mr. 
Rockefeller, through his Founda- 
tion, has dedicated millions to the 
cause of education. The adminis- 
trators of this institution decided 
to put special emphasis upon edu- 
cational work in the South. But 
their preliminary survey developed 
the fact that the children and youth 
there in greatest need of educational 
help. were notably 
undernourished and 
that any attempt to 
educate empty sto- 
machs and ill-nour- 
ished bodies would 
be a poor invest- 


ment. The prob- 
lem, then, was to 
put their young 


people in physical 
condition to receive 
education and bene- 
fit by it. 

“This threw the 
problem back upon 
the question. Why 
this general condi- 
tion of undernour- 
ishment? The ans- 
wer was easy: Be- 
cause the South is 
distinctively an ag- 
ricultural region 
and its agriculture 
is unprofitable and 
ill-directed. Broad- 
ly speaking it is a one-crop country 
—and the boll weevil is making 
heavy inroads upon that one crop. 
As an educational measure, as a 
means of preparing the educational 
soil to grow a profitable crop, this 
condition must be changed and a 
reasonable degree of prosperity re- 
stored to the small farmers of the 
South. 

“Here you have the reason for 
sending missionaries of better 
farming into the South. Although 
under government direction the 
work of fighting the boll-weevil 
and introducing diversified farm- 
ing in the South has thus far been 
financed largely or wholly by the 
Rockefeller Foundation. Rut IT 


feel sure that it will soon be taken 
over by the Federal government 
and supported by public appropria- 
tion, as it should be. It is an enter- 
prise to improve citizenship and 
supplant ignorance and _ illiteracy 
with intelligence and education. 
That is a job for the United States 
—not for private philanthropy. 
“We have gone just far enough 
in this work to learn that it is 
sound and that the best way of 
converting adult farmers to better 
methods of farming- and of living 
is through their children. This 


has been about the only means by 
which our field workers have been 
able to obtain a foothold in any 


VIRGINIA SCANLON, CHAMPION CLUB MEMBER AND HER HEREFORD 


community. Then, too, I have 
found a few scattered cases where 
boys, under the leadership of such 
men as W. H. Smith of Missis- 
sippi, have formed corn clubs and 
other clubs for competing pur- 
poses. And they have achieved re- 
markable results. 

“All this has brought me a vision 
which I expect to see realized: the 
agricultural counties of the entire 
United States sprinkled with clubs 
of eager, interested boys and girls 
competing for prizes in poultry, 
swine, dairy and beef cattle and in 
canned and preserved foods. When 
this becomes an accomplished fact 
it will be one of the greatest edu- 
cational achievements of its day 


and age. It will educate in more 
things than the production of- farm 
crops and animals. It will, almost 
unconsciously, educate the boys 
and girls in social contact, in high- 
er standards of living, in broader 
and better thinking, in ambition 
and in responsibility. It will teach 
them to consider themselves in re- 
lation to the communities in which 
they live and to pull together for 
the advancement of those com- 
munities. Incidentally the boys and 
girls banded together in organiza- 
tions alive with the spirit of friend- 
ly competition will exert a power- 
ful influence upon the older mem- 
bers of their homes. It will open 
doors of usefulness 
to the agricultural 
agents and to the 
force Sot 
home  demonstra- 


judice. 


gine for fighting ig- 
norance, ag ricul- 
tural poverty, un- 
sanitary 


the children of the 
farm; - And, 


of 


tion for the future 


farm. Aside from emigrants from 


the Old World our supply of far-_ 
mers for tomorrow must come from 


the farms themselves. 


“Look at this from the view- 


point of citizenship. The Ameri- 


can farmer is the backbone of real | 
Americanism today. This is an al- | 
He is the | 
real keeper of American ideals. | 
The citizenship of our large cen-— 
ters of population is diluted as to 
its Americanism by tides of emi- | 


most unchallenged fact. 


gration from Europe—by people 
who lend themselves readily to. 


boss control, who do not know how | 
to think in terms of true American- | 


ism, and follow racial leaders who 


are, in turn, manipulated by politi- | 


lies with the boys | 
and girls of the. 


{ 
| 
) 
! 


women | 


tors which I hope — 
to see in the field— _ 
doors now closed to — 
them through pre-_ 
What a 
power for useful-_ 
ness, what an en- | 


i 


living, | 
civic sloth and a | 
profound dissatis- 
faction with farm | 
life on the part of © 


re- 
member, the hope | 
farm produc- | 


January, 1923 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


487 


cians for sordid considerations. 
But the American farmer is a rank 
individualist ; he does his own think- 
ing and his own voting; he re- 
fuses to be herded or driven. And 
he is steeped in the traditions of 
true Americanism. Isn’t it worth 
while, then, to keep the farm-born 
American boy on the farm where 
his Americanism is virtually ex- 
empt from the insidious dilution 
of the city? And the only way to 
hold him there is to interest him in 
farm life, to put him in position 


_to prove by his own efforts that 


the rewards of farming are worth 
while; that farm life need not be 
dull, sordid and comfortless and 
that it is a calling in which intelli- 
gence, industry and thrift are rea- 
sonably sure of just and satisfying 
compensation? This whole thing 
is a constructive plan to raise the 


level of American citizenship, to 


protect it from dilution and deple- 
tion, to raise the standard of living 
in American farm homes—first by 


making it possible for the poorer 


farmers to afford better living 
conditions and, second, to show 
them how to attain and enjoy those 
conditions when financially able to 
have them. And all to the end of 
better citizenship. What makes a 
great nation is not the number of 
men of brilliant genius it can pro- 
duce; it is the level of the intelli- 
gence, the character, the practical 
everyday working ability of the 
great mass of common people in it. 
To raise the standard of thinking 
and living on the part of the com- 
mon people is the purpose from 
which this movement was_ born. 
And the fastest-working machine 
for this task is, I’m convinced, the 
organization of the boys and girls of 
the American farms. ‘They are the 
ones we're after ultimately and 
they are themselves going to be the 
most powerful agent in working 
out their own salvation—and that 
of their parents and elders, the 
adult farmers of today.” 

Dr. Seaman A. Knapp well 
earned the title of America’s 
“Statesman of Agriculture;” this 
vision—which was in his mind 
when county agents were few, 
“home demonstrators” fewer and 
the system of Boys’ and Girls’ 
Clubs a plan on paper—would 
seem to entitle him to take first 
rank also as a Prophet of Agricul- 


ture. There are today more than 
20,000 of these clubs in active work 
under an orderly constructive plan 
which ties them into all the other 
organized activities of their com- 
munities, counties and states. 
Incidentally, these clubs consti- 
tute the biggest and the livest 
thrift organization in America. 
Their members are not merely ac- 
tive thrifters, they are Construc- 
tive Thrifters; they do not con- 


MAKES A PROFIT ON POULTRY 
WINS A PRIZE 


fine their thrifting to denying 
themselves small luxuries and 
banking the money thereby saved 
but they produce what they save 
and add it to the world’s wealth. 
No one knows better than the 
banker what this difference im- 
plies. And no banker will dispute 
the statement that just at the pres- 
ent moment this country of ours is 


sadly in need of an epidemic of 
plain old-fashioned thrift. But if 
it can be of the constructive brand 
—like that of the boys and girls of 
the farm clubs, so much the better. 

There has been no disappoint- 
ment respecting the educational in- 
spiration resulting from this club 
work of the junior farmers. Lit- 
erally thousands of boys and girls 
found both the inventive and the 
means for high school and college 
education through contacts estab- 
lished with club leaders and 
through the opportunities thus de- 
veloped and improved. Once, in 
the Washington headquarters of 
the movement, a thick stack of let- 
ters was handed to me with the re- 
mark: 

“Here are some personal his- 
tories by boys and girls who have 
done club work. I think you'll 
get quite a kick from them.” 

The outstanding feature of these 
personal stories, written in compe- 
tition for prizes, might be sketched 
in an expression common to many 
if not most of them: “My club 
work has made me want more edu- 
cation than I can get at the home 
grade school. So I’m going to take 
the money which I’ve made and 
saved in my demonstrations and 
go away to school.” Very many 
of these autobiographers declared 
that they were going to make their 
pigs, poultry, calves, seed corn or 
canned food stores, developed as a 
part of their club work, put them 
into the agricultural college. As 
a breeder of self-starting candi- 
dates for college, especially the 
agricultural college, the club work 
of the farm boys and girls is cer- 
tainly entitled to the blue ribbon. 


There is nothing vague about 
the requirements of club work; 
they have been thoroughly stand- 
ardized and are: 


A standard club shall have a mem- 
bership of at least five working on the 
same project. 

There shall be a local club leader in 
charge during the club year. 

There shall be a local club organiza- 
tion with the necessary officers and 
duties. 

There shall be a definite club year pro- 
gram of work. 

There shall be held at least six reg- 
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ular club meetings during the club year. 
The secretary shall be required to keep 
definite record of these meetings and 
also of the progress of each member. 

A local exhibit shall be held annually. 

There. shall be a demonstration team 
whichmust give at least .one public 
demonstration in the community. 

At least 60 per cent of the members 
must complete the project and file a 
final report with the state club leader. 

A judging team shall be chosen by 
competition between the members. 

An achievement day shall be held 
during the club year. 

The club shall hold a membership in 
the farm bureau or other county club 
organization. 

When the first four requirements 
have been met it will be recommended 
that a standard club charter be issued. 
When all the requirements have been 
met a National Seal of Achievement 
will be recommended. 


Develops Responsibility 


Little imagination is required to 
read between these lines the fact 
that a club of this kind calls for 
work and lots of it, for industry, 
perseverance and _ purposefulness, 
Carrying out such a course is far 
from play; often it calls for dis- 
tinct sacrifices and almost tragic 
disappointments. 


Almost at random, from con- 
densations of several hundred of 
these Junior-farmer biographies, I 
pick the following: 


Lawrence McKinney, of Hermitage, 
Davidson County, Tennessee, champion 
corn club member in Tennessee for 
1921, grew 127.6 bushels of corn on an 
acre of ground at a cost of 27 cents. 
He was also state corn club champion 
in 1920, producing 103 bushels of corn 
on an acre. The-average yield per acre 
of Tennessee boy’s corn club members 
was 55 bushels, grown at an average 
cost of 29 cents a bushel. Over 30 
members made more than 100 bushels 
on their club acre. 

Berch Morgan of Pratt County, IIli- 
nois, 13 years old began pig club work 
in 1920 with one pig costing $20. This 
pig reached 300 pounds weight by Octo- 
ber 1 and won first place in the county 
live-stock show. The summer of 1921 
he raised a litter of six pigs. One gilt 
was shown at the International Live- 
stock Exposition last year and won 
second place in open class. This spring 
he raised 30 pigs now has a herd of 33 
purebred pigs. His father sold all 
grade hogs off the farm the first year 
of his son’s pig club work. 


A CHAMPION PRODUCER OF DAVID- 
SON COUNTY, TENNESSEE 


Virginia Scanlon of Redwood Coun- 
ty, Wisconsin, is a 16-year-old club 
member. Began baby beef club work 
5 years ago with a calf of common 
stock bought from her father. Entered 
calf at County fair that fall but won 
nothing. Second year, used money 
from sale of first calf to buy good grade 
Hereford calf. This won second place 
at county fair and third place in State 
Junior Livestock Show at St. Paul. 
With proceeds of work, bought a better 
grade Hereford the third year and won 
first place in her own county fair and 
second at the state junior show. 
Fourth year, bought unusually good 
grade Angus calf which won the grand 
championship’ prize at State~ Junior 
Live-Stock Show, St. Paul, in 1921. At 
time of show, calf weighed ~— 1,336 
pounds. States that in value of prize 
trips and price calves sold, she has 
made something like $1,968 by growing 
four baby beeves. pane 

Hazel Doak, poultry club member, 15 
years old, of Fairfax County, Virginia. 
Made a profit of:$292.14 from her flock 
of White’ Plymouth Rocks in three 
years. Her purebred White Rock 
rooster won first place at Virginia State 
Fair, 1922. 

Milo Davis, pig club member, Twin 
Falls County, Idaho. Has a herd of 
80 fine Duroc-Jerseys, the profits from 
which he expects to use in paying his 
expenses at the State University. He 
is president of the Twin Falls Junior 
Swine Breeders’ Association which is 
made up of pig club members who own 
purebred pigs this year aggregating in 
value $22,581. In 1921, members of the 
association won $1,191 in prizes on 
western show circuits. 


Scores, if not hundreds, of mem- 


bers of the earlier clubs have de- 
veloped their club “demonstra- 
tions” into permanent enterprises 
-—profitable ones, too. 

In 1921 there has been a notice- 
able increase in the number of 
older boys and girls taking up club 
work. Many states now have asso- 
ciations enrolling members from 
16 to 25 years of age with club 
programs planned to meet the 
needs of these young farmers and 
home. makers. ; 


There has been a steady increase — 


each year in the percentage of club 
members completing the work laid 
out for the year; in 1921 the in- 
crease was four per cent, or 71 per 
cent of the entire number enrolled. 

Other noticeable features of 
club work in 1921 have been the 
planning of club programs coordi- 
nating with community and county 
programs of extension work for- 
mulated after a thorough study of 
agricultural needs and opportuni- 
ties of the county; enlisting and 


training of volunteer local leaders — 


of clubs; and concerted efforts to 
create a wider spread of the local 
influence of the demonstrations of 
approved practices by club mem- 
bers in raising the standard of 
farming and home making meth- 
ods. 


5000 Bankers Helped 


About 5,000 bankers helped in 
1921 to finance the various club 
enterprises—to the extent of nearly 


three-quarters of a million dollars. 


And those who worked hardest on 


this job are strongest in the opinion 


that they did nothing more helpful 
and constructive in the cause of 


-good citizenship. 


President Puelicher of the 
American Bankers Association re- 
cently addressed the 745 prize win- 
ners and club leaders brought to- 
gether from thirty states on the 
occasion of the International Live- 
stock Show in Chicago. Referring 
to this inspiring and interesting oc- 
casion, President: Puelicher made 
the following observation: 

“You should have seen these 
boys and girls. In their hands the 
future of our country will be ab- 
solutely safe.” 
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This Year’s Building Activity 


By C. STANLEY TAYLOR 


Survey of Prospect for 1923, Based on Reports of Work in 1,767 
Architects’ Offices, Indicates That the Present Year Will Witness As 
Many Constructive Undertakings As the Year Just Closed. Distri- 
bution of the National Building Fund by Localities and Types. 


N view of the fact that between 

four and five billion dollars 

were invested in new building 
construction in the year 1922, it is 
evident that this industry has 
reached a position of deep economic 
significance, the trends of which 
should be thoroughly analyzed by 
bankers. This condition applies not 
only to those banks, trust com- 
panies and other financial institu- 
tions which constitute actual 


sources of building and permanent 
mortgage loan money; but to com- 
mercial banks which. carry the pa- 
per of building material manufac- 


turers, dealers and agents and in. 
other ways assist in finanting’ the’ 


production of building materials 
from their raw state to their ulti- 
mate market destinations. 


Mutual Interests 


When the production of the 
building construction industry 
reaches such unusual proportions 
as that of 1922 and the volume al- 
ready foreshadowed for 1923 and 
following years, it becomes appar- 
ent that mutual interests must exist 
between every branch of the bank- 
ing profession and every depart- 
ment and correlated activity of the 
building construction industry. 

In years past there has existed a 
considerable gulf of separation be- 
tween the banking profession and 
the great basic industry of building 
construction. Much of the contact 
which has been developed has been 
accidental rather than the result of 
deliberate business intent on the 
part of either bankers or members 
of the building fraternity. 


During the next few years bank- 
ers are to be called upon in greater 
volume than ever before to assist in 
meeting this demand for new build- 
ing construction. This demand 
will not be to any great extent for 
the financing of speculative build- 


ing (the first great wave of which 
has already passed) but it will con- 
sist of-a call for assistance in pro- 
viding moderate cost housing, in- 
dustrial buildings, office buildings 
and other structures which are ver- 
itably the most important tools of 
industry and of commerce. The 
call for assistance will take many 
forms and there is no bank in the 
United States which will not be af- 
fected in one way or another. 
Those financialinstitutions 
which make a practice of loaning 
on real estate and buildings are al- 


ready receiving a huge volume of’ 


mortgage applications. The ramifi- 
cations of the production and distri- 
bution system of the building con- 
struction industry and the financing 
and bonding of contracts represent 
a vast business enterprise which 
must depend primarily upon bank- 
ing facilities, provided in as liberal 
a manner as may be consistent with 
good business judgment and in con- 
sideration of the fact that every evi- 
dence points to a period of sound 
prosperity for all business and pro- 
fessional activities affected by this 
increased volume of building con- 
struction. 


Residential Construction 


In this article we wish to present 
a brief review of building activity 
in 1922 and some interesting data 
indicating the measure of building 
construction activity in 1923. 
Building activity for the year 1922, 
together with various economic 
trends importantly affecting such 
activity, is graphically pictured in 
the chart on the next page show- 
ing the volume of new _ build- 
ing; the amount of money invested 
in new building and the trend line 
indicating the course of building 
costs; general commodity costs; 
contemplated construction; money 
value of new construction and 
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square feet area of new construc- 
tion. The striking feature of: the 
building construction market for 
1922 has been residential ‘construc- 
tion and second to this the unex- 
pected strengthening of activity in 
the field of industrial buildings. 


Encouraged By Bankers 


Analyzing the various index lines 
on the chart showing monthly 
changes, it will be noted that as the 
index--of -building cost~ penetrated 
into the zone of stabilizatién, a per- 
iod -of great activity developed in 
the spring and summer of 1922. 
Then came a cofidition affected by 
several factors aside from the nat- 
ural seasonal. change. These in- 
cluded the rail and coal disturb- 
ances, together with a depletion of 
manufacturers’ stocks. The result- 
ing increase in the cost of construc- 
tion, which was first visible at the 
end of June 1922 has since devel- 
oped until general building costs 
are from 14 to 16 per cent. higher 
than last spring. Naturally, this 
condition has affected the volume of 
new construction, although reports 
for November and December show 
a continuation of normal strength 
in the market and a considerable 
anticipation in the form of contem- 
plated construction as indicated by 
plans filed in building departments 
in all sections of the country. 

During the year 1922 the build- 
ing industry has been greatly en- 
couraged by the attitude of bank- 
ers. Mortgage money has been 
fairly liberal and there is developing 
a tendency toward a more analyti- 
cal study of building plans on which 
mortgage applications are made, in 
order that efficiency in planning 
and economy in construction may 
be encouraged. The attitude of the 
investing public during this year 
has definitely returned to an interest 
in the building field as an outlet for 
conservative investment money. Real 
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factors bearing importantly upon the building situation. 


BUILDING ACTIVITY SINCE 1915 
This chart visualizes the history of building activity since 1915 and presents trend lines of various 


It will be noted that a zone and curve of 


stabilization have been arbitrarily established based upon a careful examination of conditions 
following previous wars and an analysis of real estate value to show the point at which building 


construction can be carried out without any fear of shrinkage in replacement values. 
noted that the line showing contemplated construction (representin 


It will be 


plans filed throughout the 


country) has risen sharply at the end of 1922, possibly predicating a rise in the line showing money 
This rise may occur as soon as the building season opens in March, 


value of new construction. 


estate activity has increased because 
of this building activity and judg- 
ing from sales of vacant property 
recently recorded in many cities 
throughout the United States, it is 
evident that there is to be great 
activity not only in residential con- 
struction but in providing new 
buildings of industrial, institutional 
and commercial types. 


The Survey 


In view of the developing interest 
of bankers in this general field of 
building construction any advance 
information which may be provided 
of activity in 1923 will form a basis 
for anticipating further business re- 
lationships. An unusually interest- 
ing survey of prospective building 
activity for 1923 has just been com- 
pleted by The Architectural Forum 
of New York City based on confi- 
dential reports on building plans 
now on the boards of 1767 archi- 
tects throughout the country and on 
projects under serious discussion 
for construction next year. As 
these reports of individual prospec- 
tive building operations were re- 
ceived they were correlated and 
tabulated so that it is possible to 
present an approximation of the 


volume of new building for 1923 
classified under 17 building types 
and to allocate by percentage a fair 
approximation of the public de- 
mand for new buildings in various 
sections of the country. 

There will be found herewith a 
table showing the total volume of 
prospective building projects re- 
ported by the 1767 architects, and 
in comparison with reports for 
1922, it would seem evident that 
1923 is to be at least as great a 
building year if not considerably 
greater. Practically every archi- 
tect’s office is busier than one year 
ago and the total value of buildings 
under planning by architects for 
1923 offers evidence that the ex- 
penditure of money for labor and 
materials under architectural con- 
trol will be close to one billion dol- 
lars greater than in 1922. 

The tabulation of percentages 
shown herewith will indicate ap- 
proximately the distribution of ex- 
penditure in various types of build- 
ings in each section of the country 
during the year 1923. 


Increased Cost 


While it is true that the cost of 
building has advanced considerably 


within the past few months, it is 
anticipated that this is but a wave 
in the general downward course of 
building costs and that with re- 
renewed production activity and 
with relief from the rail and coal 
situations the cost of building may 
be on a downward trend again as 
early as the Spring of 1923. Cer- 
tainly there will be no abrupt drop 
in costs and this downward trend — 
will be very gradual over a consid- 
erable period of years. It is fully 
realized that many are predicting a 
continued upward course of build- 
ing costs but on the other hand a 
realization is passing through the 
construction industry that 1923 is 
to present a building material mar- 
ket which spells opportunity to take 
profits on volume of business rather 
than unduly large profits on a smal- 
ler volume which might result un- 
der the discouragement of high 
prices. 


Worthy of Study 
Reviewing all these conditions in 
an attitude of fair judgment, it 
would seem that the course of the 
building industry for the next few 
years is well worth analytical study 
on the part of bankers and that the 
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importance of production in this 
industry for the purpose of 
strengthening the economic situa- 
tion warrants closer co-operation by 
bankers and serious consideration 
of the financial needs of building 
material manufacturers and dis- 
tributers. At no time has the fu- 
ture of businesses dependent upon 
building activity looked so encour- 
aging. The banker who will make 
a consistent study of this situation 
will probably uncover profitable and 
sound channels for the expansion of 
his business relationships. 

The thousands of projected 
building operations uncovered by 


the survey for 1923 were correlated 
in order to provide a classified per- 
centage showing approximate ac- 
tivity in the construction of new 
buildings of various types. 

The actual returns in this survey 
were increased by the index figure 
3.1 based on comparison of the to- 
tal number of architects with the 
number submitting confidential re- 
ports and also compared with the 
average percentage of new building 
types developed from architects’ 
plans. The total returns under this 
tabulation, together with the per- 
centages showing allocation of pub- 
lic demand for new buildings in 
1923 are as follows: 


Allocation by Percentage of Public Demand for New Buildings in 1923 


Building Types 


Dwellings (under $20,000) $222,081,000 4.7% 
Dwellings (under $20,000 to $50,000) 118,860,000 2.8% 
Dwellings (over $50,000) 73,191,000 1.7% 
Apartments 662,885,000 12.6% 
Hotels 508,989,000 10.4% 
Clubs, Fraternal 276,266,000 5.8% 
Churches 312,936,000 6.4% 
Community, Memorial 117,788,000 2 % 
Welfare (Y. M. C. A. etc) 50,242,000 a) 
Hospitals 259,414,000 5.1% 
Office Buildings 427,570,000 8 % 
Banks 292,705,000 5.37% 
Schools, Public Buildings 870,034,000 16.6% 
Theatres 101,891,000 2 % 
Stores 146,887,000 2.8% ~ 
Industrial 548,037,000 10.4% 
Automotive 126,768,000 2.4% 
Total Value of New Buildings 

Reported for Construction in 1923 $5,116,544,000 100% 


Geographical Sections 

Following is a tabulation of the 
value of building projects now un- 
der planning by 1767 architects for 
construction in 1923. Classification 
is made under 17 building types and 
in six geographical sections of the 
country. 


It may be observed in passing 
that the Middle States, according 
to this tabulation, seem to have a 
long lead in the value of the 


buildings to be erected and that 


the largest item in the column de- 
voted to that geographical divis- 
ion is “Schools and Public Build- 
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ings,’ with industrial projects next 
in order of importance. 


Agricultural Prices 


ECRETARY of Commerce 

Herbert Hoover, in that part of 

his annual report to the Pres- 
ident which discusses agriculture, 
sees two ways for the readjust- 
ment of agricultural prices. 

“In a general way,” the opinion 
says, “agricultural prices are upon 
a basis of about 124 (as against 
103 at the worst), compared to 
pre-war 100, while industrial wages 
and public services and manufac- 
tured commodities are upon a basis 
somewhere between 160 and 180, 
compared to pre-war 100. This is 
by far the most serious element of 
instability that remains of our dom- 
estic dislocations due to the war. 
As the agricultural industry is thus 
still out of line, there must be fur- 
ther readjustments favorable to the 
farmer, either by increases in 
prices of farm produce or decreases 
in the income of the other groups. 

“No doubt_this readjustment will 
inevitably take place in time by one 
of two processes: Either through 
such an amount of migration from 
the farm into other industry as will 
overcrowd the industries and re- 
duce wage levels, and at the same 
time increase agricultural prices, 
through the restriction of produc- 
tion; or through so great an in- 
crease in the efficiency in manage- 
ment and in effort of industrial 
labor that the cost of manufactured 
commodities and the public services 
to the farmer will decrease. 


North Eastern 


Building Types States 
Dwellings (under $20,000) $ 5,362,000 
Dwellings ($20,000-$50,000 
Dwellings (over $50,000) 1,950,000 
Apartments 18,071,000 
Hotels 10,835,000 
Clubs, Fraternal 5,125,000 
Churches 5,670,000 
Community, Memorial 4,716,000 
Welfare, Y. M. C. A. etc 1,063,000 
Hospitals 4,385,000 
Office Buildings 6,825,000 
Banks 5,680,000 
Schools, Public Buildings 21,019,000 
Theatres 3,088,000 
Stores 3,585,000 
Industrial 9,632,000 
Automotive 3,867,000 
Total Value $114,637,000 


North Atlantic South Eastern South Western Middle Western 
States States States States States 

$27,892,000 $ 4,137,000 $ 3,898,000 $19,084,000 $11,266,000 
3,404,000 10,796,000 4,115,000 
8,865,000 655,000 1,972,000 6,799,000 3,369,000 
76,547,000 8,191,000 11,072,000 74,049,000 25,904,000 
45,531,000 8,930,000 13,150,000 66,236,000 19,508,000 
18,781,000 4,280,000 9,285,000 35,387,000 16,260,000 
41,329,000 4,880,000 8,232,000 26,743,000 14,093,000 
8,839,000 629,000 2,003,000 15,003,000 6,806,000 
5,065,000 831,000 1,065,000 5,058,000 3,125,000 
17,473,000 2,249,000 8,851,000 33,902,000 16,822,000 
28,670,000 5,835,000 8,503,000 61,447,000 26,646,000 
17,525,000 2,850,000 6,059,000 49 833,000 12,474,000 
51,021,000 13,392,000 10,300,000 123,560,000 61,364,000 
11,241,000 890,000 2,381,000 9,480,000 5,788,000 
11,414,000 2,202,000 2,413,000 18,826,000 8,943,000 
52,504,000 12,524,000 8,139,000 78,023,000 15,964,000 
11,594,000 903,000 2,705,000 16,924,000 4,900,000 
$447,784,000 $76,148,000 $103,432,000 $651,150,000 $257,347,000 


Some of the Major Problems 


harking back to Ancient Rome 

in connection with our affairs 
and we have been reminded of the 
relation between the Empire’s de- 
cay and the lessening of agricul- 
tural endeavor. But if anyone is 
inclined to be pessimistic a sur- 
vey of agriculture and 
what is being done 
for it should be useful. 
We will pass the work 
of the U. S. Depart- 
ment of Agriculture, 
the State Departments 
of Agriculture, the per- 
fection and abundance 
of farm machinery, and 
conveniences ranging 
from mails, telephones 
and roads, to electric 
lights and. come at 
once to .the measures 
for meeting the agricul- 
tural emergency. Up 
to. November 30. the 
War Finance Corpora- 
tion had..approved of, 
advances for agricul- 
tural and livestock pur- 
poses totaling $433,- 
447,000 in thirty-seven 
states. Of this $182,- 
859,000 went to 4,400 
banki ng institutions ; 
$77,761,000 to 113 live- 
stock loan companies, 
and $172,827,000 to 32 
co-operative marketing 
associations. 

That should be a re- 
sounding comment on 
the nation’s apprecia- 
tion of the importance 


4 Bie: has lately been much 


By JAMES E. CLARK 


however, that by providing as it did 
financing for more than 6,900,000 
head of livestock, the corporation 
checked the demoralization in the in- 
dustry, gave the stockmen a breath- 
ing spell, stabilized the market, and 
turned the tide away from disaster 
toward recovery and reconstruction. 


of agriculture but the 
best thing in the report 
of the War Finance 
Corporation from 
which the figures are 
taken is the announcement that 41 
per cent. of the money advanced to 
agriculture has been repaid. “It is 
impossible,” the report says, “to es- 
timate the full effect of the aid 
given by the corporation to the live- 
stock industry, because calamities 
that are averted can never be mea- 
sured. It is generally recognized, 


THE GREATEST SOWER OF ALL AGES. 


An Inestimable Area of La 
Millions of Cattle Have B 


Winance Corporation. 


Longer Credit 
_ And there is reason for optim- 
ism also in the ruling of the Federal 
Reserve Board making bankers’ ac- 
ceptances of six months’ maturity 
drawn by agriculturists or co-opera- 
tive marketing associations eligible 
for purchase or rediscount by Fed- 
eral Reserve Banks. Seemingly 


492 


With apologies to Jean Francis Millet. 


nd Continues in a State of Cultivation, and 
een Saved Through the Work of the War 


Federal Reserve System, are preva-_ 
lent far beyond the jurisdiction of 
that system. 


there is no danger of this nation | 


forgetting its dependence upon agri- 


culture; the farmer will not let the 
rest of the world forget. 


English Agriculture 


England has its own agricultural | 
Farmers who were in| 


problems. 
clover during the war) 


condition. 


investigation of the sys- 
tem of marketing agri- 
cultural products as a 


industry. In his -first 
speech in the present 
Parliament Lloyd 
George declared that 
there was no country in 


sia, where the propor- 
tion of labor to the 100 
acres was as low as. 


now are ina serious | 
The gov-_ 
ernment has appointed 

a committee to make an | 


step toward helping the’ 


Europe, excepting Rus- | 


England’s. 


this position,” said the 
Prime Minister in the 
course of the same dis- 
cussion, “that however 


ditions are such _ that | 


limit to the increase 
that can take place| 
without a change in our 
system either in the di- | 
rection of protection or) 
barred.” 


which are 


who has some_ tariff 


protection and has the, 


aid of the War Ft 


“We are up against | 
. 
much we may improve | 
our agriculture, the con- _ 
| 


there is a very definite | 


of subsidies, both of | 


The American farmer) 


nance Cor poration) 
may find if he will, 
aS hprain goer 


tions on both sides of the Atlantic: 
are not identical but business dis- 


comforts, the cause of which have > 
been freely laid at the door of the 


; COMm= || 
fort in comparing his situation with | 


that of the English farmer. Condi- | 


} 


/ 


-restoratives and little 


| 


-mer needs credit and 
it has been generously 


fact, too much during \ 
Sten the banks. 


was holding wheat for © 
$3 a bushel and cot- {| 


‘| 


proof is needed to de- 
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But as important and useful as is 
the work of the.corporation it is 
well not to lose sight of the real 
nature of the corporation’s work. 
The Pacific Banker voices the reali- 
zation of the multitude when it says: 

“We are producing beyond our 
ability to consume and it is folly to 
assume that the farmer can be put 
back on his feet by pouring out mil- 
lions from the Treasury in loans to 
him. Such measures as loans and 
other credit remedies are merely 
palliatives rather than 


-monstrate that im- 
paired purchasing 
power abroad is the 
cause of dead markets 
in this country. With- 
out question the far- 


given him during the 
past three years, in 


the year of 1920, for 


financed him when he 


ton for 50 cents a [¢ 
pound, finally result- 
ing in disaster. The 
deflation period has 
borne heavily upon his 
resources and upon those who have 
been financing him and yet all the 
credit facilities extended him have 
not improved his condition, for life- 
less markets still confront him.” 


Immigration Looms Up 


_ Last year the net gain in labor 


_ from abroad was, according to esti- 
mates of Government officials, only 


about 25,000 persons, something 


like 500 immigrants to each state, 
avery small number when it is re- 
_ ralled that in times gone by as many 
~ is 1,200,000 persons have been ad- 
_ nitted in a single year. 


The wisdom of restricting immi- 
gration to this extent is beginning to 
- force itself upon public attention 
_ hough shortage of hands and the 
, Maintenance of wages which seem 
0 be out of proportion for the 
ree of services rendered. 

_ Railroads, public works, highways 
die been largely built by immi- 
_ ‘tants. The latest arrivals have 
| upplied the brawn in many of the 


| 
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industries and in the mines. Where- 
ever there has been hard manual 
labor to be performed, there the 
immigrants have  foregathered. 
Without this labor the nation could 
not have attained its present wealth 
and strength. The reduction of 
immigration to practically nothing 
may be the best policy but as long 
as the supply is cut off it is but 
reasonable to look for high rather 
than low wage scales. In our anx- 
1ety: to” keepy out “thes hordes Pot 


2/#2,367,000,000 
—#1,184,500,000 


IMMIGRATION AND DEBT. 


An American Banker Visualizes the Suggestion 

President of 

the Bank of Montreal Who Would Reduce 
Canada’s National Debt by Immigration. 


of Sir Vincent Meredith, Bart., 


Europe who otherwise would have 
come in at the close of the war, it 
was temporarily forgotten that the 
immigrants were producers. of 
wealth. : 


Canada Wants Immigrants 


The President of the Bank of 
Montreal, Sir Vincent Meredith, 
Bart., in his annual address to the 
stockholders, after stating that the 
tide of immigration has not flowed 


freely for a decade, says that “the 
situation in this respect is unsatis- 
factory.” “It seems to me,” he con- 
tinues, “there are two ways only to 
check and reduce the mounting debt 
with which this country is now bur- 
dened; one is by the creation of 
fresh wealth through having more 
people on the land and the other 
by strict economies in Government 
expenditures. 
“Our country’s natural resources 
exist in abundance; we have an ex- 
hilarating climate, fer- 
tile soil, immense for- 
ests, rich deposits of 
minerals, both base 
and precious, pro- 
viding opportunities. 
for livelihood _ that 
should attract the sur- 
plus population of the. 
Old World. Doubling 
population will halve. 
our debt, solve our 
railway problems, ex- 
pand our trade and en- 
hance the general 
prosperity. It is grati-. 
fying, therefore, to 
learn that the Domin- 
ion Government, in 
co-operation with the. 
Provincial Govern- 
| ments and private or- 
ganizations 1s to em- 
bark upon an energet- 
ic immigration policy, 
of which the first 
_ fruits, we may hope, 
i- wille-appielar =e xt 


Money As An Issue 


In the opinion of 
some observers there 
is a possibility that 
money may become an 
issue in the next Pres- 
idential campaign. 
One reason why it is 
a possibliity is that money madness, 
is one of the few overseas calamities 
which has not yet become epidemic 
here; another is that something for 
nothing on a nation-wide scale makes 
the same fetching appeal to the mob 
as does something for nothing when 
presented as a special and personal 
opportunity. But while every re- 
former can get an audience and 
sometimes may get or influence. 


(Concluded on Page 501) 


The Business Outlook for 1923 


By JOHN H. PUELICHER - 


President American Bankers Association 


The Establishment of a New Normal Situation During the Year 


Just Closed Gives Viewpoint for the Coming Months. 


Indica- 


tions Seem Favorable for the Continuance of Sound Business if 


We Meet the Existing Major Problems With Breadth of Vision. 


GLANCE backward at the 
A course of events during 1922 

shows that the hopes and ex- 
pectations held at the opening of 
the year for better business than in 
1921 have been fully realized in 
terms of substantial progress. 


Economy in technical methods, 
conservatism in management and 
careful financial policies, combined 
with expanding effective demand on 
the part of the buying public, re- 
sulted both in bringing to industry 
and trade fair returns on operations 
during the past year and in placing 
them in a strong position for the 
year that lies ahead. . 

During the forepart of 1922 good 
progress was made in reducing ex- 
cess stocks of manufactured prod- 
ucts and accumulated supplies of 
raw materials. ‘This terminated the 
era of liquidating the burden of 
commodity surpluses and stagnant 
credits resting on them resulting 
from the 1920-21 reaction and de- 
pression, and brought business back 
to the normal basis of supplying 
current needs out of current produc- 
tion. This meant greater activity, 
industrial expansion and the disap- 
pearance of unemployment which 
was widespread at the opening of 
the year. 

Fortunately, along with this up- 
lift in business, there continued to 
prevail a large degree of conserva- 
tism. The lesson of 1920 was not 
forgotten. Manufacturers gauged 
their output carefully; merchants 
stocked up cautiously; while the 
buying public, which was placed in 
better funds by growing employ- 
ment, nevertheless tended to restrict 
purchases to useful goods rather 
than to indulge in luxuries, and at 
the same time demanded fair values 
for their expenditures. These were 
all evidences of a sound economic 
attitude. 


_expansion was in progress. 


The most conspicuous single busi- 
ness movement during the year was 


in the tremendous volume of build- | 


ing operations. ‘The influence of 
this on the general situation was 
great, for the building industry is 
second in importance only to agri- 
culture, giving employment, directly 
and indirectly, to millions of work- 
ers, inducing activity in many col- 
laterally affected lines and stimulat- 
ing the movement of great volumes 
of many classes of materials. 

By midyear it was conclusively 
evident that a real general business 
Al- 
though conservatism by the buying 
public had resulted in a rather dis- 
appointing spring retail trade in 
some directions, nevertheless activ- 
ity in the basic industries continued 
to grow. This was notably true of 
steel, with demand well distributed 
throughout all classes of products 
and well sustained despite the 
strengthening price movement. A 
large proportion of new steel orders 
was for railroad equipment, indicat- 
ing a fundamental development, for 
better transportation facilities were 
an essential need of the hour. The 
spectacular expansion in automobile 
production and sales was likewise 
a conspicuous element throughout 
the greater part of the year, and was 
a factor stimulating the steel busi- 
ness. 

The rapid on-rush of general 
business by the opening of the sec- 
ond half of the year raised some 
question as to whether it was not 
going too fast,—as to whether eag- 
erness to take advantage of growing 
demands might not result in too 
great a speeding up of industrial 
output, leading to over-production 
and a secondary reaction. But 
these fears were not realized. The 
rest of the year seemed to justify 
the expansion that took place. 
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Among the most untoward inci- 
dents of the year in the domestic 
field were the textile strikes in New 
England, the railroad strike and the, 
long deadlocked coal strike. These 
two latter served to retard industry 
and commerce somewhat, but their 
ill effects, although hampering some 
lines, were in general, thrown off 
perhaps more easily than had been 
expected. 

The autumn season showed a con- 
tinued strength in general industry 
and trade, with rising prices and 
wages, splendid crop conditions and 
easy money. In fact throughout the 
year banking and finance were ren- 
dered somewhat inconspicuous by 
the very ease with which, function- 
ing under approximately normal, 
conditions and with the aid of the 
wonderfully effieient mechanism oj 
the Federal Reserve System, they 
were able to satisfy the require. 
ments of business. | 

In general the year 1922 ha: 
marked the ending of the period o! 
liquidating the 1920 disaster anc 
the establishment of a new norma 
situation in which, for the mos 
part, the relationships of supply anc 
demand have become stabilized 
This gives us our viewpoint for thi 
1923 outlook. It seems to promis 
well for the continuation of sound 
active business. | 

That does not mean, however 
that there are not still a number 0° 
serious problems. It cannot bi 
overlooked that some prices are dis 
torted in- respect to other prices 
and also that certain wages are nO 
in line with others. Irregularity 1 
the deflation of prices and wage 
has placed some parts of the indus — 
trial and commercial system at ai 
economic disadvantage with others 
Also the problems of ade 
transportation facilities and of bet 
i. 
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ter balanced and more economic 
coal production loom large. 

In finance, those who are carry- 
ing the responsibilities for maintain- 
ing sound currency, credit and bank- 
‘ing conditions cannot but feel deep 
concern over the agitation for ruin- 
ous money and credit policies pre- 
vailing in some sections, and also 
over the unwarranted attacks on the 
Federal Reserve System. 

Enlightened leadership and sanity 
of public attitude toward the fore- 
going problems can undoubtedly 
control and solve them for the gen- 
eral good. Despite the difficulties 
they present, and despite certain un- 


fortunate misconceptions that ap-. 


pear to have gained predominance 
here and there, I am confident that 
the fundamental good common sense 
of the American people will pre- 
vail. 

_ There is no wealth of natural re- 
sources in the country comparable 
in value to the fund of common 
sense among our people. But like 
all our resources it must be devel- 


oped. 
\ 
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It must be cultivated by sound 
economic education and its poten- 
tialities directed by sane business 
leadership if it is to accomplish the 
constructive results that mean pros- 
perity. 

If the full power of our national 
genius is to be realized,—if the re- 
sources of our people’s combined 
common sense are to be made effec- 
tive against the forces of disaster 
and destruction involved in radical 
agitation and fallacious economic 
doctrines, such as overwhelmed 
Russia, we must strive unceasingly 
to give all the people the benefits 
of accumulated experience and 
achievement through broader eco- 
nomic educational activities. 

This is the paramount need of the 
day. This is the absolute prereq- 
uisite of general prosperity in the 
United States. This is the form of 
patriotic service to which the Ameri- 
can Bankers Association is unre- 
servedly devoted through its Com- 
mittee on Public Education and 
other activities. 
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Finally, there is one other prob- 
lem that looms large, and that is the 
foreign situation. It will, perhaps 
exert even a greater effect on our 
domestic business situation in 1923 
than in 1922 which had the fresh- 
ness of a domestic business revival 
to carry it for the time being over 
the effects of foreign conditions. 
But in the long run, both from the 
viewpoint of America’s place among 
nations and of the effect of Euro- 
pean conditions on our industrial, 
commercial and financial welfare, 
the international situation is a prob- 
lem demanding our best thought 
and most careful action. The maxi- 
mum of prosperity for America 
demands a return to stability in 
Europe. 

With these problems in mind, 
serious as they are, I believe the 
basis for a prosperous 1923 has been 
laid. I believe if we meet these 
problems with sanity and breadth 
of vision that the hoped-for pros- 
perity will be realized. 


| Loan of $25,000 for Farmers 


in credit facilities for farm- 

ers. The Federal Land Bank 

aw should be amended so that the 
naximum loan allowed will be $25,- 
)00 instead of $10,000. If the limit 
s raised, the maximum actual loan 
vould be less than $24,000 because 
if the 5 per cent. stock subscription 
hat is required. Whatever the up- 
er limit, the average loan will al- 
vays be much less than one-half of 
he maximum because there will be 
‘ry many small loans and a more 
imited number of large ones. The 
irger loans are, however, quite as 
ssential to agriculture as the small 
mes. The American standard 
arm is one that is large enough to 
rovide full work for an intelligent 
nd efficient farmer and his family. 
“he present loan limit is too small 
9 provide such a farm for many 
_ ypes of farming and for many re- 
ions. The best soils and most in- 
-msive types of farming furnish a 
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.. improvements are needed 


By G. F. WARREN 
New York State College of Agriculture 


large part of the commercial prod- 
uct of the Country. It is quite as 
important to encourage intensive 
farming on good land as to encour- 
age farming on poor land. Further- 
more, it is desirable to make farm- 
ing attractive enough so that ener- 
getic men will remain on farms and 
so that they can have work enough 
to retain their sons at home. 

Our banking system is well adapt- 
ed to furnishing short-time loans. 
We have no system for furnishing 
working capital for farmers for in- 
termediate credit, that is, for one-to 
three years. The credit needs of 
farmers are to a large extent fin- 
anced by feed dealers, machinery 
dealers, and storekeepers, none of 
whom are in a position to furnish 
credit economically. The Federal 
Reserve system is excellently adapt- 
ed to furnishing short-time credit 
but there is serious question as to 
whether attempts should be made to 


provide one-to-three-year credit 
through this system. A more feas- 
ible plan would seem to be to pro- 
vide such credit by a system similar 
to that used by the Land Banks. 

Improvement in the Federal Re- 
serve system, provision for interme- 
diate credit, and raising the limit of 
loan through the Land Banks, will 
not mean less business for ordinary 
banks. It will mean more business 
for banks but less credit will have 
to be furnished by feed stores, fer- 
tilizer dealers, implement dealers, 
and storekeepers. 


“Enough forces are operating to 
make us cautious in estimating the 
prospects for the future and take care 
lest we build on a false basis,” says 
Secretary Mellon. “Business in this 
country can not progress indefinitely 
without its foreign markets, and un- 
due expansion now, with rising costs 
and artificial values, would inevitably 
sow the seeds of reaction and make 
more difficult the reestablishment of 
normal relationships abroad.” 


Evolution of the English Currency 


Free Coinage An Established Principle in England Since 1666. 


By W. F. CRICK 
University of London 


With the Temporary Abandonment of the Gold Standard, Gold 


Has Practically Gone Out of Circulation. 


Country’s Supply, 


Excepting Jewelry and Art Objects Held by the Banks. | 


T is not always generally recog- 
nized that the gold standard is 
a comparatively recent basis of 
the world’s currency systems. It 
was only in 1871 that Germany 
adopted it, and the Latin Union 
of France, Belgium, Switzerland, 
and Italy still retained, up to the 
outbreak of the war, a “limping 
standard” of both gold and silver. 
Even Great Britain, before arriv- 
ing at the gold standard, now tem- 
porarily abandoned, tried both a 
silver and a double standard, only 
formally adopting gold as the single 
basis for the Currency a century ago. 
The pound was originally a Sax- 
on pound-weight of silver. This 
amount, however, was far too large 
to be coined, and the actual coin- 
age, in Anglo-Saxon times, con- 
sisted of silver pennies and half- 
pennies. Not until the eleventh 
century, under William I, was the 
relation between a shilling and a 
penny fixed at twelve to one, and 
although the usual money of ac- 
count had for long been the shill- 
ing, it was only in the sixteenth 
century that Henry VIII first 
coined the shilling. 
Clipping Coins 
The main difficulty experienced 
in these times in providing a cur- 
rency for the carrying on of trade 
was the danger of sweating or 
clipping by the public or of debase- 
ment by an impecunious monarch. 
It was the former difficulty which 
led to a sixteenth century royal 
proclamation, under the seal of 
Queen Elizabeth, which stated the 
scientific principle now known as 
“Gresham’s Law,’ Sir Thomas 
Gresham, founder of the Royal 
Exchange, being the supposed in- 
spirer of the document. As a mat- 
ter of fact, the law was recognized 


many years before, even before the 
time of Copernicus. From _ the 
statement in its earliest form, how- 
ever, it is easy to see how the law 
has widened in its application as 
the varieties of currency in use 
have increased. It may be ex- 
pressed in its most elementary form 
as follows: If coins of the same 
metal, but of varying weight and 
quality, circulate together at the 
same nominal value, the worse 
coins will tend to drive out the 
better from circulation, but the 
better will never drive out the 
worse. 


Recoinage of 1696 

Gold had been circulated in the 
country since the fourteenth cen- 
tury, at varying rates with silver. 
In 1663 a gold coin, the guinea, 
was issued to circulate at the rate 
of twenty silver shillings. But so 
bad was the condition of the silver 
coinage that the guinea rose com- 
monly to thirty shillings. Accord- 
ingly, a complete recoinage of sil- 
ver was undertaken in 1696. Im- 
mediately the guinea fell to twenty- 
two shillings, and would have fall- 
en further, but for a Treasury deci- 
sion, which in effect fixed the value 
of the guinea at twenty-two shill- 
ings. The result of the stabilizing 
of gold above its true silver value 
was to drive the silver coinage 
rapidly out of circulation. 

In 1717, in response to a call for 
advice, Sir Isaac Newton issued a 
report on the situation, as a result 
of which the guinea was fixed at 
twenty-one shillings, in order to 
bring it into line with the ratio 
between gold and silver which ex- 
isted on the Continent, thus dis- 
couraging the export of silver. 
Hence one of the antiquities of 
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the British system. Although tk 
guinea is no longer coined, it 
still used largely as a unit of a 
count for professional fees, sul 
scriptions, etc. 

There being no legislation in e: 
istence as to what must be accepte 
in settlement of a debt, both gol 
and silver were by custom unlin 
ited legal tender, and coinable ; 
the Mint without charge since 166 
But gold was still overvalued ar 
the only silver coin left in circ) | 
lation was so worn that it was ne! 
essary, in 1774, to limit the leg 
tender of silver coin to sums und 
£25. Over that amount silver wi 
to be legal tender only by weigh 
This may be taken as the first st« 
to England’s present system « 
“composite legal tender.” | 


Token Coinage - | 

After the Bank restriction, du! 
ing the Napoleonic wars, it becar 

necessary again to reorganize t 
coinage. In effect, however, | 
completely had gold driven silv 
out of circulation, that the acti. 

taken was little more than a reg) 

larization of established practic 
Accordingly, by the Act of 181) 
silver was reduced to the status | 
a token coinage, by the provisi' 
that an ounce of silver shou 
henceforth be coined into five ai. 
a half shillings, its value then bei’ 
only five. Furthermore, it was) 
be legal tender only up to fot’ 
shillings. ae 
Another improvement in the s)/ 
tem was brought about by bringi; 
the unit of account into correspon: 
ence with the unit of current. 
Previously the pound was used) 
calculate debts, the guinea to p” 
them, the former being equivale! 
to twenty, the latter to twenty-07 
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shillings. Now for the first time 
arrangements were made to coin a 
gold “pound” equal to twenty shil- 
lings silver, and the English “sover- 
eign’ made its début. Gold was 
made unlimited legal tender, thus 
establishing it as the single stand- 
ard of value, into which all the 
other forms of currency were con- 
vertible. 
_ The free coinage of gold has 
been an established principle in 
England since 1666, from which 
time gold could be taken to the 
Mint for coinage into first guineas, 
then sovereigns at the rate of £3.- 
17.10% per standard ounce (11/12 
fine). The practice, however, has 
for long past been to take gold, not 
to the Mint, but to the Bank of 
England, whose charter requires it 
to buy all gold bullion offered to it 
at £3.17.9. The difference between 
the Mint and Bank prices repre- 
sents the charge for the advantage 
secured by the seller in receiving 
immediate payment, instead of 
having to wait several weeks, dur- 
ing which his gold is coined. 
Coinage Act of 1889 
Since 1816 one more important 
improvement has been made in the 
coinage, by which the State took 
over the responsibility of keeping it 
in good condition. While the pub- 
lic was required to bear the loss 
on light weight coin, the banks 
would always do their best to keep 
the best coin in hand, for deposit 
at the Bank of England, and to 
pus the lightweight coin back into 
circulation, inasmuch as the Bank 
made a charge for accepting light 
coin. Eventually the coinage be- 
ame so bad that the bankers of 
‘he country urged the Government 
‘0 take action. Accordingly the 
coinage Act of 1889 provided for 
the exchange of new coins at the 
Bank for pre-Victorian gold coins, 
at their nominal value, the Mint 
yearing the consequent loss. ‘The 
Act was extended to cover all gold 
Soins in 1891. Coins which, from 
h large deficiency in weight, had 
bviously been illegally tampered 
with were, of course, exempted 
‘rom these laws. 
_ Only one important change in 
he currency laws has been made 
nthe present century. Owing to 
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the high prices reached by silver 
in the open market, and the con- 
sequent danger of a serious deple- 
tion in the silver circulation, the 
quantity of fine silver in the coin- 
age was reduced in 1920, from a 
milesimal fineness of 925 to one of 


500. 


Gold in the Banks 


Since the war, with the tempo- 
rary abandonment of the gold 
standard, gold has practically gone 
out of circualtion. Apart from a 
probably very small amount hoard- 
ed, and from jewellery and objects 
of art, the whole of the gold in the 
country is held by the banks. The 
outside banks, however, hold only 
small amounts, their cash reserves 
consisting mainly of Bank and 
Treasury notes and balances at the 
Bank of England. The process of 
centralization of gold _ reserves, 
which had proceeded steadily for 
many years, with a slight reaction 
in the few years before the war, 
was given added impetus by war 
conditions, and the Bank now holds 
the only large stock of gold in the 
country. At the same time, the 
public has now become so_habit- 
uated to the use of paper currency 
that it is doubtful whether gold 
will ever again circulate in large 
quantities. The central hoard seems 
to have established itself on a basis 
of uncontested permanency, though 
the value of a certain amount of 
gold in the hands of the public, 
as a reserve which can be called 
upon in urgent necessity, is still 
held by some to be sufficient reason 
for restoring the gold coin circula- 
tion. 


Paper Currency 


The parentage of the bank note 
is obscure. In England its fore- 
runner was the receipt given by 
the goldsmiths for gold deposited 
with them during the troublous 
times of the seventeenth century. 
This receipt could be used for 
withdrawing the gold by writing 
upon its face the amount demand- 
ed. From this demand for pay- 
ment it was an easy transition to 
the issuance of promises to pay, in 
amounts of convenient and cus- 
tomary size. 
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Before such promises, however, 
could command any widespread 
currency, it was necessary to estab- 
lish public confidence in the issuing 
party. Accordingly, it was not un- 
til the internal political tranquillity 
which existed under William III 
that, by the establishment of the 
Bank of England, in 1694, a note 
issue widely known and recognized, 
was inaugurated. The Bank was 
permitted by its charter to issue 
notes only up to the amount of its 
loan to the Government—the pur- 
pose for which it was founded— 
the amount being £1,200,000. 


Issue of Notes 


Owing to the disastrous failure 
of a rival bank, Parliament in 1708 
passed an Act prohibiting the issue 
of notes by any banking associa- 
tion of more than six persons other 
than the Bank of England. As a 
result of the conception of note 
issuing as the fundamental func- 
tion of a bank, it was long before 
any joint-stock banks were set up, 
while the small private banks, and 
even country tradesmen issued 
notes freely. Outside of London 
the notes of the Bank of England 
were not for some time in circula- 
tion in large quantities. But so 
prolific did the country bank notes 
become that in 1775 the issue of 
notes under £5 was totally prohibi- 
ted. The legacy of this law was 
the total absence, until 1914, of 
paper currency of denominations 
smaller than this amount. 

The London private banks grad- 
ually submitted to the strength of 
the Bank of England, their notes 
being pushed out of circulation. 
To this fact is due in part the phe- 
nomenal development of deposit 
banking in England, and the fitm 
hold which check currency gained 
on the population. 

With the suspension of converti- 
bility of Bank notes in 1797 went 
a provision for the temporary issue 
of £1 and £2 notes to replace guineas 
in circulation, but this provision did 
not last long after the resumption 
of specie payments in 1819. 


The Act of 1826, which followed 
a serious crisis in the previous 
year, tended to modify consider- 
ably the Bank’s practical monopoly 
of issue. It forbade even the Bank 
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to issue notes of less than £5 de- 
nomination, and at the same time 
extended the privilege of issue to 
joint-stock banks having no office 
within 65 miles of London. Sev- 
eral banks sprang up in answer to 
this invitation. In 1833, however, 
under the new Bank Charter Act, 
a step was taken which was even- 
tually to extinguish the private bank 
note issues. This Act authorized 
joint-stock banks to establish them- 
selves in London, provided they 
did not issue notes to bearer paya- 
ble on demand. Furthermore, the 
quality of the Bank’s notes was 
strengthened by their establishment 
as legal tender in England and 
Wales, except in payments by the 
bank itself. One of the results of 
the former provision was that any 
country bank amalgamating with 
a joint-stock bank having an office 
within 65 miles of London, or any 
country joint-stock bank opening 
a branch in that area, would auto- 
matically lose its issue rights. This 
is in fact what was happening all 
through the century. 


Lapsed Issues 


The Bank Charter Act of 1844 
reinforced that of 1833 by provid- 
ing that no one was to issue notes 
in future, except such banks and 
bankers as were issuing their own 
on May 6, 1844. Furthermore, if 
for any reason a bank should cease 
to issue notes, it should not resume 
the practice, while in any case the 
amount issued should never exceed 
the average for the twelve weeks 
preceding April 27, 1844. The 
Bank of England was given the 
privilege, if authorized by Her 
Majesty in Council, to increase its 
fiduciary issue by two-thirds of the 
lapsed issue of a country bank. 

The term “fiduciary” introduced 
a new feature of the legislation, in 
which it was sought to ensure a 
sound backing for the Bank’s notes. 
The bank was empowered to issue 
£14,000,000 against securities, and 
any further amount against gold 
and silver, the latter never to ex- 
ceed one-fourth of the gold. Since 
all coin and bullion not. required 
for immediate use in the Banking 
Department was to be deposited in 
the Issue Department, the issue of 
notes became absolutely automatic, 
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varying only in accordance with the 
amounts of gold going into the 
bank or being withdrawn from it. 
The fiduciary issue grew by the 
taking up of lapsed issues until it 
now stands at £18,450,000 the 
bank not having taken full advan- 
tage of its opportunities of expan- 
sion. 


No Elasticity 


Since the issue of bank notes 
was so mechanical, there was no 
elasticity responsive to the trade 
demands of the community. The 
result was the emphasis laid upon 
credit expansion and contraction in 
the development of the banking 
machinery of the country and the 
enormous use of checks, which are 
more or less an evasion of the law, 
being orders to pay, instead of 
“notes payable to bearer on de- 
mand.” 

By the time of the outbreak of 
the war, there were only a very 
insignificant number of non-Bank 
of England notes in circulation, 
and the last of these fell in, in 
1921, with the absorption of Fox, 
Fowler & Company, a Somerset- 
shire bank, by Lloyds Bank. Hence 
the British currency consisted in 
1914 almost entirely of gold, Bank 
of England notes, and token coins 
of silver and bronze, unless the use 
of the term “currency” be widened 
to include checks. 


Centralization of Reserves 


In 1914, however, in order to 
centralize the gold reserves of the 
country, a new form of note was 
issued. For a short time, to tide 
over a pressing need, postal orders 
were made legal tender, but this pro- 
vision was speedily supplanted by 
the issue of Treasury notes in sums 
of £1 and 10 shillings, payable in 
gold at the Bank of England. The 
various impediments placed in the 
way of convertibility, however, the 
prohibition of melting and later of 
export, made these notes practi- 
cally fiat paper, as they are today. 

As a result of these various de- 
velopments there were at the end 
of the war over £300 millions of 
Treasury notes in circulation, but 
it was estimated by a Committee 
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of the Royal Society that £120 mil 
lions of these must be regarded a 
a substitute for coin formerly in th 
hands of the public or the outsid. 
banks. The notes reached thei 
peak in December, 1920, when £36) 
millions were outstanding. 

On the recommendation of th 
Cunliffe Committee, the Treasur 
decided on November, 1919, to fir 
the legal maximum fiduciary issu: 
of currency notes in any year a 
the actual maximum fiduciary issu 
in the preceding year. In orde 
to meet expansion, therefore, Banl) 
of England notes had to be place 
in the currency notes. redemptio: 
account, to keep the fiduciary issu) 
within the prescribed limits. 


The Present Position 


The condition of the currency i. 
therefore somewhat complicate: 
at the present time. At the middl 
of October there were outstandin; 
Bank notes of £144 millions, all bu 
£18,450,000 being, of course cov 
ered by gold. Much of thi 
amount, however, was in the re 
serves of the banks, while over £2. 
millions were held against currenc) 
notes. The former item is impos 
sible to ascertain, but it is certat 
that the bank notes in the hand 
of the public must be well unde 
£100 millions. — | 

The currency notes outstandin; 
were £291 millions, but part 0 
these again were held by banks a 
cash_ reserve. Altogether, ther 
with a net bank note circulation 0 
£123 millions and currency notes 0° 
£291 millions, the gold holdings 0 
£152%4 millions represented a re 
serve of 36.8% or little less thai 
the minimum gold reserve behin¢ 
the Federal Reserve notes. | 

Counting all the notes in tht 
hands of the public and the banks 
excluding the Bank of England, thi 
total circulation for the Unite« 
Kingdom (since Scottish and Iris] 
notes are largely covered by cur, 
rency notes) may be put at £39) 
millions, representing a per capiti 
circulation of about £8.10.0._ Thi 
comparable figure for the Unite¢ 
States on September 1, was slightl 
under $40 or about £9 at curren 
rate of exchange. | 
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Assured Though Unearned Income 


An"Average Normal Unemployment of About 1,536,000 Workers 
Is a Burden on Prosperity, but Unemployment Insurance May 


Not:be a Cure-All. 


Weaknesses. 


AN social insurance be adopt- 
ed as a means of meeting the 
unemployment problem in the 

United States? 
Should social insurance be adopt- 
ed as a means of meeting the un- 


employment problem. 


An attempt to provide a basis for 
answering these questions is made 
in a report published by the Na- 
tional Industrial Conference Board. 

In the manufacturing and. me- 
chanical industries of this country 


lack of work causes an average 


_ normal 


unemployment of about 


1,536,000 out of a total of 12,800,- 


000 workers. These conditions re- 
act on business, and directly affect 


_Mational prosperity and_ national 


_ welfare. 


As the public as a whole 


suffers from this drag of unem- 
ployment in two ways—loss of the 


productive power of a large num- 


ber of its workers and depletion 
of savings and reserves—the pos- 
sibility of some adjustment on a 


imereasing attention. 


major scale, which will alleviate 
the condition, commands constantly 
1c The possi- 
bility of finding a safe way for the 


stabilization of the worker’s life 
_and in turn the stabilization of bus- 


iness is alluring ; on the other hand 
contemplation of the far reaching 
damage, economic and psychologic, 
through a false step is sufficient to 


Suppress spontaneous enthusiasm. 


Self-Protection 


In employment insurance as well 
as in other kinds of insurance, good 
Protection can generally be fur- 
mished by the risk himself through 
enlargement of knowledge as to the 
Causes of the apprehended loss, and 
through initiative and resolution in 
bringing about changes tending to 
‘Prevent a recurrence of the loss. 
‘To illustrate, the laboring man to 
whom loss of work is not a calam- 
ity 1s that type found on the out- 
skirts of villages who owns, or at 
least has title to, an acre or two of 


ground, and who maintains in min- 
iature a farm. He produces much 
that he needs for his table, is to a 
large extent self-sustaining and on 
the days when he cannot work for 
someone else, he can and does work 
for himself. Unemployment in his 
case if not prolonged is not damag- 
ing as in the case of a skilled 
worker living in a big city who 
must buy over the counter every 
ounce of food that goes upon the 
table. The wage-earner who still 
has one foot on the land probably 
never will be in need of an unem- 
ployment dole. In effect he has 
insured himself. 


In Europe ~- 


“Compulsory insurance against 
unemployment exists in Great 
Britain, Russia, Austria and Italy, 
and is under consideration in Bel- 
gium and Germany,” says the re- 
port. “The British system, put into 
operation in 1912, was the result 
of careful study of the subsidized 
voluntary plans and developed out 
of earlier attempts to meet the 
problem of unemployment through 
Poor Law relief and through labor 
exchanges. The British system, in 
contrast to continental unemploy- 
ment insurance systems, was de- 
vised primarily to provide relief for 
regular unemployment instead of ab- 
norma] unemployment in emergen- 
cies. It was designed to bring protec- 
tion to organized and unorganized 
workers alike and so to distribute 
the risk among as large a group as 
possible as to make the cost small 
in relation to potential benefits. Its 
cost was also allocated so as to in- 
clude both employers, employees 
and the state. It was established 
on an actuarial basis afforded by 
trade union unemployment records 
and was designed to promote the 
accumulation of a reserve to tide 
the fund over bad years. 

“The British unemployment in- 
surance fund became exhausted in 
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In England the Scheme Has Shown Many 
Recipients of Unemployment Doles Contented. 


1921 and has involved a large draim 
on the public treasury since that 
time, largely because of three cir- 
cumstances: (1) the acute business 
depression which caused sudden 
and long unemployment of large 
numbers, (2) the inclusion immedi- 
ately prior to the beginning of the 
industrial depression of eight mil- 
lion workers, not previously insured,. 
who drew benefits after making 
only a few contributions, and (3) 
the provision for payment to in- 
sured workers of special benefits 
without corresponding contribu- 
tions, in order to relieve the dis- 
tress of those who had exhausted 
their rights to benefits. The sys- 
tem, though possibly financially 
sound in relation to normal unem- 
ployment, proved inadequate under 
the stress of extreme emergency ; 
it has done practically nothing to 
stimulate efforts for reduction of 
unemployment by employers, em- 
ployees and the state, and the ad- 
ministrative machinery has beer 
found extremely costly. Improve- 
ments in the administration of the 
system, particularly as related to 
the labor exchanges and the pay- 
ment of benefits, are under consid- 
eration. It is doubtful, however, 
how much the system could have 
reduced unemployment, because it 
was adopted after practically every 
other method of meeting the prob- 
lem of unemployment had been 
tried and because unemployment in 
normal years had probably nearly, 
if not quite, reached a minimum. 


Is There Need? 


“The question of the adoption of 
a system of public unemployment 
insurance in the United States in- 
volves two specific questions: is 
there need for such a system here, 
and does an adequate basis for the 
economical application of the in- 
surance priciple to unemployment 
exist in this country? 
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“The studies of the Board show 
that there is in the United States 
in normal times a considerable body 
of wage earners without employ- 
ment, a large proportion of whom 
may be presumed to be in need of 
relief. Accurate knowledge of the 
extent to which unemployed work- 
ers are able to provide for them- 
selves in individual or cooperative 
ways is, however lacking here. 
The extent of the need for sys- 
tematic relief cannot, therefore, be 
fully known until more adequate in- 
formation exists in regard to unem- 
ployment, wage conditions, stand- 
ards and costs of living, differences 
in seasonality of industries and 
savings of wage earners. 


Private Initiative 


“Studies by the Board have 
shown that much can be done by 
individual employers and _ coordi- 
nated industrial effort to reduce 
unemployement, and some progress 
in this direction has been made. 
Although the plans inaugurated in 
particular establishments cover as 
yet so small a percentage of the 
industrial workers of the country 
as not to have greatly affected the 
general unemployment contingency, 
they suggest the possibilities of 
bringing private initiative to bear 
on the problem in a variety of ways 
suited to the special requirements 
of different groups of workers in 
industry. They indicate that there 
exists an increasing sense of indus- 
trial responsibility in relation to un- 
employment and that as technical 
methods of providing relief and 
preventive devices are worked out, 
the cost may be reduced and in 
time the workers may bear some 
part of it. The private measures 
so far used to meet the unemploy- 
ment problem are for the most 
part relief measures and appear to 
have been successful as the cost has 
been reduced through the develop- 
ment of preventive features and the 
systematization of the relief in ac- 
cord with actuarial principles. 


“The private efforts of employ- 
ers, trade unions and other organi- 
zations to provide for or prevent 
unemployment have not as yet, 
however, developed to an extent 
sufficient to afford an adequate 
basis upon which to build a system 
of public insurance in the United 


COL. GEORGE HARVEY 


Ambassador to Great Britain whose Visit 
has been Connected with Plans for Euro- 
pean Aid. 


States. The unemployment risk 
among American wage earners is 
not known with any degree of defi- 
niteness, but available figures indi- 
cate that, compared with industrial 
countries in Europe, the rate is very 
high and has not been reduced to 
a working minimum. The financial 
basis which would be required for 
an actuarially safe insurance sys- 
tem in the United States would 
involve an enormous expense. Fur- 
thermore, the political organization 
of the United States would make 
the adoption of a national system 
of unemployment insurance impos- 
sible without constitutional changes, 
and the country’s vast extent, di- 
versified industries and social com- 
position would create under such a 
system an administrative problem 
of gigantic proportions and cost. 


“Tf, on the other hand, a system 
of unemployment insurance were to 
be built up by the separate states, 
the complications arising from an 
attempt at cooperation between the 
states in the placement of workers 
and adjustment of compensation 
would likewise present administra- 
tive problems of great difficulty, 
especially in view of the probability 
that the legislation in the separate 
states would differ widely. In addi- 
tion to these difficulties is the fact 
that there does not exist in most 
states either a system of labor ex- 
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changes or comprehensive organi- | 
zations of wage earners, either one 
of which European experience in- | 
dicates as a necessary basis for a 
public insurance scheme. 

“In Europe systems of public 
insurance have been built up on’ 
the basis of privately organized 
cooperative efforts for relief of un-- 
employment. In this country, not 
only have the labor organizations 
not gone so far as they have in: 
Europe toward protecting their 
members, but experiments insti- | 
tuted in separate industrial estab- 
lishments here have not been ex- 
tended as they might to afford a 
more substantial basis than now ex- 
ists for public enterprises in this 
direction. It would appear, there- 
fore that in this country the first 
step to be taken toward the reduc- | 
tion of unemployment and provi- | 
sion for the risk lies in the exten-. 
sion of existing enterprise in this. 
direction or in the development of 
plans based on individual control. 


The Wisconsin Bill 


“Such legislation for public un-. 
employment insurance as that pro-| 
jected in the Wisconsin bill of 1921 
and others modelled on it, is based. 
on the recognition of the necessity 
of promoting individual effort to. 
determine, stabilize and reduce the 
unemployment risk. On its actual: 
success in achieving this end in) 
practice depends its cost and effec-, 
tiveness in the relief of unemploy-) 
ment. This in turn is dependent, 
on better knowledge regarding un- 
employment and on the extent to 
which similar methods are adopted, 
in other states and over the coun-. 
try as a whole. Such extensive 
adoption would require nation-wide 
legislation, but this would be of 
great difficulty and great cost. 

“The final question raised in con-' 
nection with a proposal for such) 
legislation is whether the stimula-) 
tion of private cooperative efforts) 
to reduce unemployment, which 
are necessary to meet the need for 
unemployment relief. and serve as 
a basis for any comprehensive sys-. 
tem, can be more economically and, 
effectively achieved by compulsory 
legislation than by some other) 
means? In the United States,| 
therefore, the problem of devising) 
such other means is put squarely — 
to industrial management.” | | 

| 
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there arose a 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


Evils Eliminated by Cooperative Advertising 
By HENRY W. BELL, 
Savings Bank of Utica N. Y. 


ing among the banks in Utica, 
N. Y. was confined to an oc- 


' Oe to 1915, bank advertis- 


- casional statement of assets and lia- 


bilities and the usual conventional 
solicitation. With the subsequent 
broadening of advertising policies, 
condition which 
proved extravagant in expenditure 
as well as wasteful in effort. Banks 


_ began to compete in the amount of 
space used and competed to such 


an extent that sometimes it seemed 


_as though the very stability of the 
, bank depended upon the size of the 


advertisement. 


Several unsuccessful attempts 
were made to cure the evil but indi- 


vidual effort could not accomplish 


_ what was brought about in 1919 by 
cooperative agreement. 

An agreement entered into be- 
tween seven banks, three national 
banks, three trust ‘companies, and 


the Savings Bank of Utica, called 


for a limitation of space used in 
newspapers, the elimination of all 
forms of program advertising, and 
the prohibition of any advertising 


| drawing comparisons between the 


size or strength of the participating 
‘institutions. 


_ The agreement had a salutory 
effect, especially in reducing gift 
advertising from a considerable 
yearly sum to nothing, and in dis- 
‘Couraging the race to use the largest 
‘amount of newspaper space. An 
‘equally good effect was brought 
about in the formation of a com- 
mittee composed of a representative 
from each of the banks to function 
in the adjudication of complaints 
and in the formulation of the gener- 
al policy of advertising as provided 
by the terms of the agreement. And 
as there is no clearing house in 
Utica, the Cooperative Advertising 
Committee also serves the useful 
durpose of settling questions of gen- 
eral policy other than advertising. 


| During the past three years sev- 
eral cooperative campaigns have 
been tried. An educational cam- 
paign in 1920 to show the reasons 
why the money earned in Utica 
should be deposited in Utica’s 
bo in 1921 the committee co- 


‘nporeat Notice 
te Holders of Van | 
- Notes and 1918 War — 

Savings Certificates. 


BY order of the an of the Tresary 
the United States, all 4 3-4 per cent Vic. | 
tory Notes is known as United States 
of America Gold Notes) bearing the letters A, - 
B,C, D,E or ‘ prefixed to their serial numbers. 
have been called for redemption on December 
15, 1922. Interest on these notes will cease 
after that date. 


: was. Savings Certificates, Series of 1918 
will mature on January 1, 1923. Hold. 

_ers of these may exchaoge them: throug 

banks for TREASURY SAVINGS CERTIF 

| CATES, issued in denominations of $25, $100 - 
and $1, 000 @m‘turity value) and sold for : 

$20.50, $82 and $820 respectively. ‘These 

mature five years from the date of issue, yield- 

‘ing at these prices about 4 per cent interest — 

"compounded semi-annually if held to maturity, - 

or about ope) cent if redeemed before natn, 


‘The undersigned banking institutions will 7 
‘be glad at any time to furnish farther 
detailed information concerning the pre-— 
sentation and surrender of these securities. . 


. Consult Us Promos 


te National Bank of Uti 
Oneida County Trust Company — 
Utica City. National Ban 

- Oneida National Bank - : 


COOPERATIVE ADVERTISING 


(Reduced in size) 


operated with the life underwriters 
in teaching life insurance as an in- 
vestment ; the same year educational 
Americanization copy was run in 
the local foreign language newspa- 
pers. Cooperative copy is run on 
special occasions, such as the greet- 
ings to important conventions, and 
on matters affecting the general 
public, such as the redemption of 
the Victory Notes, and cooperative 
copy urging the giving of bank ac- 
counts at Christmas. 
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Major Problems 
(Continued from page 493) 


a nomination for office, it is almost 
inconceivable that the sound com- 
mon sense of America can be suc- 
cessfully attacked on an issue in 
which fanciful theories would be 
arrayed against incontrovertible 
principles. The failure of a finan- 
cial experiment in the Northwest is 
so familiar that it is unlikely that a 
majority of the people of the United 
States would so far forget them- 
selves as to prepare the way for a 
nation-wide disruption of business. 
In the cities there are numerous 
windows in which are displayed for- 
tunes in foreign money (fortunes 
according to the face value) which 
may be had for the price of a meal. 
Some of it is so cheap that a room 
might be papered with it if the addi- 
tional cost of labor for handling 
such small units were not prohibi- 
tive. 


Read This Testimony 


At a meeting of agricultural in- 
terests in Washington the other day 
a resolution was adopted urging a 
wider acquaintance with the work of 
the Joint Agricultural Inquiry. 
The report of the hearings of this 
committee is one of the really im- 
portant government publications. 
Its educational value both to busi- 
ness men and agriculturists is high. 
It bristles with interest and, more- 
over, there is more of human nature 
in every one of its three or four 
volumes than in many of the “best 
sellers.” 


State Secretaries 


The following committees for the state 
secretaries section have been appointed 
by President W. B. Hughes. 

Insurance—George H. Richards, Chair- 
man, Minnesota; W. W. Bowman, Kan- 
sas; H. G. Huddleston, Tennessee. 

Protecttve—Robert E. Wait, Chairmam 
Arkansas; Eugene P. Gum, ‘Oklahoma, 
Ee G: Smith, Kentucky. 

Simplified Income Tax Returns—W. F. 
Keyser, Chairman, Missouri; Frank 
Warner, Iowa; S. A. Roach, Ohio. 

Standardization of Forms—George D. 
Bartlett, Chairman, Wisconsin; Haynes 
McFadden, Georgia; L. J. Welch, South 
Dakota. 

Public Education—C. F. Zimmerman, 
Chairman, Pennsylvania; EF. J. Gallien, 
New York; W. A. Philpott, Jr., Texas. 


New York Bank Tax Decision 


N an opinion handed down De- 

cember 12th, the New York 

Court of Appeals in People ex 
rel Hanover National Bank of the 
City of New York vs. Goldfogle, 
reviews and vacates an assessment 
of the stock of the bank for taxa- 
tion for the year 1921. Section 
5219 United States Revised Stat- 
utes, restricts State taxation of na- 
tional bank shares by a provision 
“That the taxation shall not be at a 
greater rate than is imposed upon 
other moneyed capital in the hands 
of individual citizens in such state.” 
Section 24 of the New York 
Tax Law imposed a similar restric- 
tion applicable to shares of both 
state and national banks until re- 
pealed by Chapter 603 Laws of 
1922. 

The New York statute has, for 
some twenty years, imposed a flat 
tax of 1 per cent. upon the book 
value of bank shares. In 1919, as 


By THOMAS B. PATON 


General Counsel 


part of a Program of Tax Reform, 
a personal Income Tax Law was 
adopted, which imposed an annual 
tax upon the net income of every 
resident of from 1 to 3 per cent. 
This Income Tax Law was intended 
as a substitute for the taxation of 
intangible personal property and 
such property generally was ex- 
empted, but the owners of bank 
shares were excluded from the ex- 
emption. The Court of Appeals 
holds that as the state imposed a 
tax on both bank shares and divi- 
dends, while it imposed a tax only 
on the income of other competing 
moneyed capital in the hands of 
private bankers and other individu- 
als (in the City of New York for 
the year 1921 such competing capi- 
tal, exempted from taxation ex- 
cept on income being nearly twice 
the total capital of state and national 
banks) such taxation was discrim- 
inatory and consequently invalid. 
The court further holds that even 
if it could be assumed by implica- 


Pending Amendment to Section 5219 U. S. 


HE present status with re- 

spect to proposed legislation 

amendatory of Section 5219 
U. S. Revised Statutes is as fol- 
lows: 

The Tax Commissioners of a 
number of states having caused to 
be introduced H. R. 9579 which 
would remove the present restric- 
tion of Section 5219 and permit 
the states to tax either the income 
or the shares of national banks at a 
rate not greater than that imposed 
upon state banks and trust compan- 
ies and also permit the states to 
tax, in addition the income from 
such shares, this bill after exhaus- 
tive hearings was rejected and the 
conclusions of the House Commit- 
tee were embodied in H. R. 11, 939 
which passed the House on June 14, 
1922. This latter bill retains the 
present restriction that the taxation 
shall not be greater than upon other 


moneyed capital in the hands of in- 
dividual citizens but adds “coming 
into competition with the business 
of national banks” and also con- 
tains the further provision that in 
“any state where a tax, in lieu of a 
property tax, is assessed upon the 
net income derived from such other 
moneyed capital, such state may, in 
lieu of a tax on the shares impose 
upon the bank an income tax, as- 
sessed upon the net income of the 
bank, but such tax shall not be at a 
greater rate than is assessed upon 
the net income of such other mon- 
eyed capital.” The bill also con- 
tains a retroactive provision legaliz- 
ing back taxes since January 1917 
but only to the extent that such 
taxes would be in accordance with 
the provisions of the amended law. 
H. R. 11,939 is at the present 
writing (December 23) in the 
hands of a subcommittee of the 
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Revised Statutes 


Legal Topics of Current Interest 


tion that dividends on national bank 
stock were exempt from the income 
tax, nevertheless the tax on bank 
shares was discriminatory for an- 
other reason, namely the palpable 


inequality between the flat tax of . 


1 per cent. on bank shares and the 
tax on net income only of other 
competing moneyed capital. 

The above decision holding il 
legal and invalid the 1 per cent. bank 


tax, because of discrimination, will 


make illegal the taxation of the 
shares of both state and national 
banks for 1921 and the previous 


year. It will also apply to the 1922 
taxation of national bank shares, | 


but not to the taxation of state bank 
shares for 1922, in view of the re- 
peal of Section 24 of the Tax Law, 
unless it could be contended that the 
inequality between the 1 per cent. 


taxation of state bank shares and the | 
net income taxation of other com- 


peting moneyed capital was so dis- 


criminatory as to violate constitu- | 


tional provisions. 


Senate Committee on Banking and 
Currency to which also has been | 
referred the Kellogg bill (S. 3695) 
introduced by request of the Tax | 
Commissioners. The Kellogg bill 
follows the language of H. R. 11. 
939 but changes the restrictive pro- | 
vision so that the taxation of na- 
tional bank shares shall not be at a | 
greater rate than is assessed upon 
other moneyed capital “employed in | 
the business of banking”; and also | 
changes the retroactive clause so | 
that it would validate past taxation 
of national banks “if not greater 
than the taxation imposed for the 
same period upon banks, banking 
associations or trust companies.” 
The Kellogg bill has been op- 
posed by the Special Committee on 
Taxation of the American Bankers’ 
Association because, among other 
reasons, it would remove the pres- 
ent protective limitation of “other 


a) 
4 ; 
d A 
| 


a 


| 
| 
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aoneyed capital” and enable the 
‘tates to place banking capital in a 
lass by itself for unlimited taxa- 
ion. Many efforts have been 
jade to harmonize differences, and 
-n December 18 and 19 all day 
‘onferences were held in Washing- 
on between the members of the 
ankers Special Committee on 
-‘axation and representatives of the 
‘ax Commissioners of ten states 
yoking to possible agreement upon 
limitation which would place 
-anks and mercantile and manu- 
-acturing corporations on the same 
-asis of equality for purposes of 


taxation. No agreement, however, 
could be reached and the legislative 
status remains with the pending 
bills in the hands of the Subcom- 
mittee of the Senate Banking and 
Currency Committee. 

Addenda: On January 4, 1923, the 
Senate Committee on Banking and Cur- 
rency reported an amendment to H. R. 
11,939, striking out all after the enact- 
ing clause and amending Section 5219 
U. S. Revised Statutes so as to permit 
the states to tax (1) the shares of na- 
tional banks or (2) include the dividends 
therefrom in the shareholder’s taxable 
income or (3) the net income of the 
bank—the taxation of any one of the 
above three forms to be in lieu of the 
others—provided the rate of taxation on 
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the shares is not higher than upon other 
moneyed capital employed in the business 
of banking and also shall not exceed the 
average of the rate applied to shares in 
mercantile, manufacturing or business 
corporations or in such of said corpora- 
tions as are taxed in the state and in 
case of taxation of the bank’s net in- 
come, the rate not to be higher than the 
highest of the rates imposed upon mer- 
cantile, manufacturing and/or financial 
corporations. Shares or net income 
owned by non-residents of the state 
must be taxed where the bank is located. 
Real estate of the bank is taxable lo- 
cally as other real property but the tax- 
ing value of the real estate must be de- 
ducted and in case of a state tax on the 
net income of the bank, the taxable in- 
come shall not include the income from 
the real estate so taxed. 


: Returns for Decedents for Periods Less than Year 


A SERIOUS situation has de- 
A veloped which is causing 
"i considerable concern to 
rust companies, banks and other 
xecutors and administrators of 
ie estates of decedents. It grows 
ut of the interpretation of Sec- 
on 226 (c) of the Revenue Act 
f 1921 by the Internal Revenue 
Jepartment as applicable to the 
tcome of decedents and the es- 
ites of decedents. 
_ The situation is in brief this: 
_nder Section 226 (c) of the Rev- 
we Law of 1921 as interpreted by 
ie Internal Revenue Department, 
‘turns for decedents for a period 
ss than a year must be made by 
acing the net income on an an- 
wal basis by multiplying the 
nount thereof by twelve, and di- 
ding by the number of months in- 
“ded in such period and the tax 
| computed on such annual basis 
«the number of months in such 
riod is of twelve months. 
The law covering returns for less 
'an a year was originally intended 
| apply to corporations and other 
'x payers who changed their ac- 
“unting period from calendar to 
{cal year and when it was amended 
1 1921 there was no intention of 
icluding decedents within the pro- 
‘sions. But literally it would seem 
' so provide, although there is 
tom for difference of opinion on 
tis point. 
The consequence is that in the 
‘se of every decedent whose in- 
} 


) 


4 


come for the period of the year be- 
fore decease is much greater than 
the income of his estate for the bal- 
ance of the year, the executor is 
compelled to pay a much higher 
amount of tax than if the income 
for the whole calendar year was 
taken as a basis In the cases of 
some estates it amounts to virtual 
confiscation of the entire income. 
The amount involved runs into mil- 
lions of dollars. 

Take a concrete case: A lawyer 
dies at the end of February and has 
received net income as legal fees 
during the first two months of $10,- 
000. The income of his estate for 
the balance of the year is nothing. 
Following is a comparative calcula- 
tion on the new and the old basis: 


NEW BASIS. 
Net Income (2 mos.) $ 10,000 
Multiplied by 12. . 0,000 
Divided sbysZamee i .*. 60,000 
Less Exemption of $2,000 58,000 
Normal tax on 
$58,000 ; $4,480. 
Surtax on $60,000 8,110. 
Total aes. ts ae $12,590 
Tax Z2/l2°ofeyears. *. $2,098:33 
OLD BASIS. 


Net Income decedent & 
estate 12 months ... ~~. -$10,000 


Less Exemption 2,000 
$8,000 
Normal tax 6 S480, 
Surtax’ 2) eee. 50. 
Total- Tax $530 


The new basis proceeds on the 
theory that the amount of net in- 
come for two months will average 
the same throughout the year, 
which is absurd in the case of a de- 
cedent. There are cases where the 
amount of tax for the period during 
the decedent’s life is not equal to 
losses sustained by his estate during 
the balance of the year after his 
death, and where the tax exacted 
wipes out the entire income and is 
totally confiscatory. 

The Internal Revenue Depart- 
ment admit the injustice of apply- 
ing the law to decedents, but see no 
alternative and are willing to facili- 
tate the making of a test case in 
the courts or the enactment of 
amendatory legislation to remove 
decedents from the application of 
the law. 

A test case has been instituted to 
obtain a judicial decision upon the 
correctness of the interpretation of 
Section 226 (c) by the Internal 
Revenue Department as applicable 
to a decedent and upon the consti- 
tutionality of the law if so inter- 
preted. An amendment of the Rev- 
enue Act excluding the application 
of Section 226 (c) to the case of 
a decedent will also be urged in 
Congress. The Trust Company Di- 
vision has issued a pamphlet to its 
members which recites the situation 
in detail and copy of this may be ob- 
tained by application to the Deputy 
Manager of the Division, Leroy A. 
Mershon. 
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Program of State Legislation 1923 


COMPREHENSIVE Pro- 

gram of State Legislation 

recommended by the 
American Bankers Association for 
enactment by the 43 legislatures 
which meet during 1923 where 
the recommended bills or satis- 
factory legislation on such sub- 
jects have not already been 
passed, has been issued by the 
Legal Department under the 
auspices of the Committee on 
State Legislation of the Associa- 
tion. Laws upon 23 subjects 
have been recommended as _fol- 
lows :— 


UNIFORM ACTS OF COMMISSIONERS ON 
UNIFORM STATE LAWS (Nos. 1-5) 


1. Uniform Negotiable 
Act. 

Uniform Bills of Lading Act. . 
Uniform Warehouse Receipts Act. 
Uniform Stock Transfer Act. 
Uniform Fiduciaries Act.: 


Instruments 


Cie GN 


LAWS FOR BETTER PROTECTION OF BANKS IN 
PARTICULAR TRANSACTIONS (NOS. 6-17) 


6. Limiting Liability on Certified 
Check. 

7. Instruments Based on Gambling or 
Usurious Consideration. 

8. Time Limit on Stop Payment. 

9. Payment of Stale Check. 

10. Adverse Claim to Bank Deposit. 

11. Payment of Forged or Raised 
Check. 

12. Deposits in Two Names. 

13. Deposits in Trust. 
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14. Competency of Bank and Corpora- 
tion Notaries, 

15. Non-Payment of Check Through 
Error. 

16. Saturday Afternoon Bank Trans- 
actions. 

17. Forwarding Check Direct to Payor. 


FEDERAL, RESERVE AND FOREIGN BANKING 
(wos. 18-19) 


18. Membership of State Institutions in 
Federal Reserve System. 
19. Foreign Banking. 


PENAL LAWS (Nos. 20-23) 


20. False Statements for Credit. 

21. Slander and Libel of Bank. 

22. Checks or Drafts Without Funds. 
23. Burglary with Explosives. 


It is the function of the State 
Legislative Council, through its sub- 
committee in each state, to cooper- 
ate with the State Bankers Associa- 
tion in the promotion of such meas- 
ures as the latter organization de- 
cides are needed. The Program 
has been forwarded to all members 
of the State Legislative Council as 
well as to the Secretaries and mem- 
bers of Legislative Committees of 
State Bankers Associations. It con- 
tains a statement of the functions 
of the State Legislative Committee 
and State Legislative Council as de- 
fined by the By-Laws of the Ameri- 
can Bankers Association in connec- 
tion with the proposed legislation 


Association to Move Headquarters 


The American Bankers Association 
will remove its headquarters from 5 
Nassau Street to the eighteenth floor 
of the new Bowery Savings Bank 
Building, 110 East 42nd Street, New 
York, on May 1. In view of the pend- 
ing proposal for removal of the As- 
sociation’s offices from New York to 
Washington, D. C., which is under 
consideration by a special committee 
of twenty-five, a flexible contract has 
been arranged providing for a ten- 
year lease subject to cancellation by 
the Association at the expiration of 
the first year in the event removal to 
Washington should be determined 
upon. 

The new space, which occupies the 
entire top floor of the Bowery Sav- 
ings Bank Building, is particularly 
advantageous for the purpose of the 
Association. - The present quarters 
have seriously cramped needed ex- 
pansion of facilities for the working 
headquarters staff, but under the new 
arrangements ample room, with light 
and air from all sides, will be afforded 
and make possible a more efficient 


handling of the rapidly growing ac- 
tivities of the organization concen- 
trated at the national head office. 


This location is also particularly 
suitable for the central office of a 
national organization as it is at the 
focus of transportation and hotel fa- 
cilities in New York City. It is al- 
most oppostie the Grand Central 
Terminal and is surrounded by great 
hotels such as the Commodore, where 
the recent annual convention of the 
Association “was held, the Biltmore, 
the Belmont and others; while the 
Pennsylvania terminal and also the 
other leading hotels are within con- 
venient distance. New York’s sub- 
way system also has its main focus 
at this point. 


The new headquarters, furthermore, 
will also be near the heart’ of the new 
up-town banking district that has 
been created in this section during the 
last few years through the location of 
many banks here and the establish- 
ment of branches by several of the 
large down-town institutions. 


. mended 
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and an outline of the procedure to 
be followed in each state. The 
Program also contains a list of the 
states whose legislatures hold ses- 
sions in 1923, with the date they 
convene and the limit of the session, 
if any. Also a list showing the 
status of the recommended legisla- 
tion in every state, namely, whether 
the state is (1) without the recom- 
law (2) has already 
adopted the recommended draft in 
its entirety or (3) in modified form) 
or (4) has a law on the subject dif- 
ferent from _ the recommended 
draft. The Program also contains 
drafts of the recommended bills 
showing under each subject the| 
states that have not yet enacted any 
law thereon or that have legislation 
in the recommended or some modi-. 
fied or some different form with 
reference in each case to the code or 
compilation in which the law, if 
any, appears. The bills on each of | 
the subjects are also accompanied| 
with a statement of the underlying: 
reasons which make their enact- 
ment desirable or necessary. The) 
program is contained in a pamphlet. 
of 52 pages and those of our mem-| 
bers who are interested in the pro- 
motion of the recommended legisla- 
tion can obtain a copy by writing) 
the office of the General Counsel at 
5 Nassau Street, N. Y. City. 


Par Collection a 


In the article published in the De- 
cember 1922 Journat, page 432, 
containing full text of the decision 
of the United States Circuit Court 
of Appeals, in American Bank and 
Trust Co. v. Federal Reserve Bank 
of Atlanta, there was published, 
among the findings of the District 
Court, No. 7, the correct reading of 
which is as follows :— " 

“The evidence is not sufficient to) 
sustain any charge in the bill that 
the Federal Reserve Bank was act 
ing illegally or exercising any right 
it had so as to oppress or injure the 
plaintiff banks.” : | 

By a typographical error, this was 
made to read “the evidence 1s suffi- 
cient” and correction is here made, 
although the context clearly indi- 
cates the true meaning. 


a 


fe 


estrictive Indorsement on Mu- 
nicipal (Bearer) Bond 


A bank, owner of munictpal 
varer bonds, stamps thereon:— 
This bond is registered upon the 
voks of the Farmers Loan and 
rust Company and is non-negoti- 
ole except through the books of the 
ompany.” Question is raised 
‘hether the registered owner would 
2 protected aainst loss by theft. 
‘pinion:—At common law, the 
older of bearer paper could not 
istrict its negotiability by special 
dorsement and the Negotiable In- 
cruments Act has seemingly incon- 
stent rules on the subject. While 
ie restrictive indorsement might 
Gord protection to the registered 
wner in case of loss or theft, some 
oubt will remain until the courts 
iterpret the provisions of the Ne- 
otiable Instruments Act and pro- 
de more clear and definite rules 
guerning the restriction of bearer 
jpper by special or restrictive in- 
orsement and the effect of such 
caracter of indorsement as notice 
«defect of title in a holder negoti- 
ang by delivery. 
_ From Iowa—If a bank or trust com- 
_{ny, stamps on the back of an ordinary 
‘tinicipal bond issued to bearer, the 
illowing: 

“This bond is registered upon the 

oks of the Farmers Loan and Trust 


Gmpany and is non-negotiable except 
tough the books of the company.” 


Would the registered owner be pro- 
_tted against loss by theft or otherwise? 
‘The question raised is whether, 
ithe absence of authorizing stat- 
te, a bank or trust company, owner 

€ municipal bonds payable to 
_larer, which attempts to restrict 
teir negotiability by stamping on 
ck a requirement of registering on 
t2 books of the bank, so that there- 
ater, the bonds shall be transfer- 
ale only by indorsement of owners 
tzistered on the books, can thereby 
fotect the registerea owner in case 
€ loss of the bonds by theft or 
Merwise. As far back as 1871 the 
hw York Legislature (Chapter 
£1 1871; Ch 595,L.1873) in order 
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to provide a method by which the 
owner of corporate or municipal 
bonds payable to bearer, could in the 
absence of a statute protect his own- 
ershijy incase of” loss orethett, 
enacted a law which has been in- 
corporated without change into the 
Negotiable Instruments Act of New 
York as follows: 


Section, oc, Lhe: owner .on 
holder of any corporate or munici- 
pal bond or obligation (except such 
as are designated to circulate as 
money, payable to bearer), hereto- 
fore or hereafter issued in and pay- 
able in this State, but not registered 
in pursuance of any State law, may 
make such bond or obligation, or 
the interest coupon accompanying 
the same, non-negotiable, by sub- 
scribing his name to a statement in- 
dorsed thereon that such bond, obli- 
gation or coupon is his property; 
and thereon the principal sum 
therein mentioned is payable only to 
such owner or holder, or his legal 
representatives or assigns, unless 
such bond, obligation or coupon be 
transferred by indorsement in 
blank, or payable to bearer, or to 
order, with the addition of the as- 
signer’s place or residence.” 


This statute, it is seen, does not 
provide for registering on the books 
of any corporation but simply en- 
ables the owner to indorse on the 
bond a statement that it is his prop- 
erty, the effect of which is to make 
it payable only to him, unless he 
subsequently transfers it by indorse- 
ment in blank or to bearer or to or- 
der. 


In Iowa, there is no such statute 
and to accomplish the same object, 
I presume, it is sought in the case 
presented to provide by indorsement 
on the municipal bearer bonds, a 
system of registering on the books 
of a bank which will make them 
non-negotiable except through the 
books and thus protect the regis- 
tered owner in case of loss or theft. 
Is such indorsement effective to ac- 
complish this object? 

At common law, the rule was es- 
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tablished by the courts that no sub- 
sequent holder could restrain the ne- 
gotiability of a bearer instrument by 
placing a special indorsement there- 
on making it payable to a particular 
person. Smith v. Clarke, 1 Esp. 
180; Walker v. MacDonald, 2 Exch. 
527; Johnson v. Mitchell, 50 Tex. 
PROS 


The mercantile understanding be- 


ing to the contrary, the English 
Bills of Exchange Act, the provi- 


sion being followed in the American 


Negotiable Instruments Act, sought 
to abrogate this rule by the inclu- 
sion in the statutory definition of 
bearer paper, of a provision that the 
instrument is payable to bearer 
“when the only or last indorsement 
is an indorsement in blank.” See 
English Bills of Exchange Act Sec. 
Sry eNesa Lust Act ec. 9: (5): 


At the same time, the Negotiable 
Instruments Act somewhat inconsis- 
tently perpetuated the common law 
rule by the enactment of Section 40 
which provides: 

”*Where an instrument, payable 
to bearer, is indorsed specially, it 
may nevertheless be further negoti- 
ated by delivery; but the person in- 
dorsing specially is liable as in- 
dorser to only such holders as make 
title through his indorsement.” 


There has been considerable ex- 
pert controversy over the exact in- 
terpretation of these two sections of 
the Negotiable Instruments Act. 
The advocates of consistency con- 
tend that Section 40 is intended to 
apply only to instruments on the 
face payable to bearer and does not 
apply, but Section 9 (5) applies 
where the instrument is payable to 
order and indorsed in blank. In 
other words, that the commion law 
rule that the holder of bearer paper 
cannot restrain its negotiability by 
subsequent special indorsement still 
applies where the instrument is on 
its face payable to bearer and has 
only been abrogated where the in- 
strument is on its face payable to or- 
der and has subsequently been made 
payable to bearer by indorsement in 
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blank. In such latter case, the spe- 
cial indorsement would control the 
prior blank indorsement and the in- 
strument would no longer be pay- 
able to bearer nor negotiable by de- 
livery because the only or last in- 
dorsement would not be in blank. 
On the other hand, the advocates of 
inconsistency contend that the mer- 
cantile understanding that if an in- 
strument payable to bearer is in- 
dorsed specially, the indorsement of 
the special indorsee should be nec- 
essary for negotiation and the paper 
is no longer payable to bearer, ap- 
plies equally to instruments on their 
face payable to bearer and to those 
payable to order and indorsed in 
blank and that the convenience of 
the holder in being able to restrict 
negotiation by a special indorsement 
is as desirable in the one case as in 
the other; they contend that the two 
sections are inconsistent and that 
Section 40 should be repealed. 


So far as I know, the courts have 
not been called upon to pass upon 
these conflicting rules by interpreta- 
tion. Even should it be held that the 
common law rule that the holder of 
bearer paper cannot restrict its ne- 
gotiability by special indorsement is 
perpetuated by Section 40 so far as 
it applies to instruments on their 
face payable to bearer, there is pos- 
sibility that a distinction might be 
drawn between the case of a holder 
in good faith and a holder with no- 
tice; that is to say, should A’s note 
payable to bearer be indorsed speci- 
ally by B to C and C transfer it by 
delivery to D and D to E, the latter 
might be held entitled to recover as 
bearer against the maker without 
proving title through B’s special in- 
dorsement, whereas should C lose 
the instrument by theft and D obtain 
it and negotiate it to E, by delivery, 
it might be held that the special in- 
dorsement was plain notice and put 
the purchaser on inquiry of a defect 
of title in D which would deprive 
him of the status of a holder in due 
course. On the other hand, it might 
be held that as, under Section 40, 
the instrument was transferable by 
delivery, notwithstanding specially 
indorsed, the existence of the special 
indorsement did not constitute no- 
tice of defect in D’s title. 

Coming to the case presented, the 
Negotiable Instruments Act applies 
to municipal bonds. Borough of 
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Montvale v. Peoples Bank, 74 N. J. 
Law, 464. 


In the present case, the municipal 
bonds are payable to bearer and the 
purport of the indorsement is to re- 
strict negotiability from hand to 
hand by mere delivery and confine 
it to holders registered on the books 
of the company. The form of in- 
dorsement suggested does not come 
literally within the definition of a 
special indorsement as defined by 
the Act which provides that “a spe- 
cial indorsement specifies the person 
to whom or to whose order the in- 
strument is payable and the indorse- 
ment of such indorsee is necessary 
to the further negotiation of the in- 
strument.” Nor does it come liter- 
ally within the definition of a re- 
strictive indorsement as one which 
“prohibits the further negotiation of 
the instrument.” The indorsement 
in the present case does not specify 
a person as payee and does not pur- 
port to entirely restrict negotiabil- 
ity, but aims to confine it to holders 
registered on the books of the bank. 
It is more in the nature of a notice 
that the bearer instrument in ques- 
tion has been registered by the 
owner on the books of the bank and 
the holder restricts its further ne- 
gotiability except as _ provided, 
namely, by transfer by registered 
owners on the books of the bank. 

Should such a bond be lost or 
stolen and negotiated by the thief or 
finder to a purchaser for value, the 
question would be whether the com- 
mon law rule that the holder cannot 


restrain the negotiability of a bearer - 


instrument as codified in Section 40 
of the Negotiable Instruments Act, 
would entitle the purchaser to en- 
force it free from equities of the 
prior owner and free from any duty 
of inquiry by reason of the restrict- 
ed indorsement; or whether he 
would be held to have a defective 
title because the indorsement would 
constitute plain notice of ownership 
in one other than the negotiating 
holder and put him on inquiry and 
also because the instrument would 
not fal within the definition of 
bearer paper, under Section 9 (5) 
of the Negotiable Instruments Act, 
neither the only nor the last indorse- 
ment being in blank. 

It may be that such an indorse- 
ment would afford protection to the 
registered owner in case of loss or 
theft but until the courts announce 
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definite rules in the interpretation 
and harmonization of Sections 9 
(5) and 40 of the Negotiable In-| 
struments Act, the foregoing dis- | 
cussion would indicate that the ques- | 
tion is not free from doubt. This 
is emphasized by the fact that the 
legislature of New York years ago | 
deemed it necessary to enact a spe- | 
cial statute to enable the holder of a | 
municipal bearer bond to make an 
indorsement thereon which would 
protect him in his right to the in- 
strument in case of its loss. : 


Raised Government Pay Check | 


A bank which cashes and collects 
a Government pay check is obliged 
to refund the amount to the Trea-| 
sury Department where the check is 
shown to have been raised, notwith- | 
standing over four months have 
elapsed between time of payment 
and notification of the forgery. 


From South Carolina:—On June 3, 
we forwarded for collection through the 
Bank, of Baltimore a Govern- | 

ment pay check. On October 16 we 
are advised by this bank that the check | 
has apparently been raised and they ask | 
us to instruct them to refund the amount | 
to the Treasury Department. We ad-_ 
vise them not to charge check back to. 
our account. We hold the position that | 
having not been advised as to any ir- | 
regularity and a period of over four 
months having elapsed, we are not now | 
responsible. We would appreciate a 
statement of opinion from you and also | 
advice as to steps to pursue in- case the— | 
Bank does charge this amount back to 
our account. 


The Supreme Court of the United | 
States has held in U. S. v. National) 
Exchange Bank, 29 Sup. Ct. Rep.) 
665 that the Government could re-_ 
cover money paid upon forged in- 
dorsements of pension checks not- 
withstanding unreasonable delay in 
giving notice after the discovery of 
the forgery. The same rule would 
apply to payment by the Govern- 
ment of a pay check which had been 
raised in amount. The Government 
would have a right to recovery of 
the excess paid, notwithstanding 
four months delay in giving notice 
and the Baltimore bank, if it Tre. 
funded the amount to the Governt- 
ment, would have right of recourse 
upon your bank. Your bank in turn 
would have recourse upon the per- 
son from whom you received the. 
check. . 


The course for your bank to pur 
sue therefore in' case the Baltimore’ 


January, 1923 


‘bank refunds the amount to the 
Government and charges it back to 
_ your account, is to accept the charge 
back and look for reimbursement to 
the person from whom you received 
the raised check. I assume of 
course that the check has actually 
been raised. 


_ National Bank As Insurance 
ft Agent 


National banks where the popu- 
lation does not exceed 5,000 are 
given statutory power to act as 
agent for fire, life or other insur- 
ance companies but except as thus 
authorized, there 1s no express or 
implied power to conduct an insur- 
ance agency business. 
| From Indiana:—Can a national bank 
| ocated in a city of 25,000 population 
_perate a fire insurance agency depart- 
nent? Some of our state competitors 
ire putting in new departments not only 
as agents for fire insurance companies 
put for real estate and loan business and 
for selling steamship tickets. This bank 
now has an opportunity to acquire on 
| jayorable terms a fire insurance agency 
pusiness and would operate same as a 
separate department provided we have 
he power to do so. 


Section 13 of the Federal Reserve 

Act as amended by Act of Septem- 

yer 7, 1916 gives power to nation- 

il banks in places where the popu- 

ation does not exceed 5,000 to act 

is agent for any fire, life, or other 

_ nsurance company authorized to do 

-usiness in the state, by soliciting 

ind selling insurance, collecting pre- 

niums on policies and charging fees 

_\r commissions. 

~ On January 13, 1915 the Counsel 

if the Federal Reserve Board ren- 

_lered an opinion that except as au- 

_horized above, national banks have 

10 express or implied power to 

_yrite fire, cyclone, liability or other 

_ inds of insurance or to receive the 

tofits from insurance contracts 

_ ntered into by its officers. 

It would seem from the above 
jat your bank would have no 
wer to act as fire insurance agent 

conduct a fire insurance agency 
€partment unless the present 
‘omptroller of the Currency, in 
iew of the competition of state in- 
tutions should take a more liberal 
lew of the law as to the implied 

Owers of national banks. 

| 
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Visitorial Powers of Internal 
Revenue Inspectors 


Under the Revenue Act of 1921 
National Bank Officers are probably 
required to give to Internal Revenue 
Collectors or agents the necessary 
information as to private accounts 
of customers in connection with the 
making of returns of such custom- 
ers and would not be protected, by 
the provisions of Section 21 of the 
Federal Reserve Act which limits 
visitorial powers. 


From Ohio:—Are we (a_ national 
bank) required to give information to 
United States Revenue Inspectors in re- 
gard to our private customers accounts? 
We have supposed that it was our duty 
or at least our privilege to refuse any 
information about our private accounts 
to any one except national bank exam- 
iners or a court to which we were legal- 
ly called for testimony, but these Rev- 
enue Inspectors appear to think other- 
wise. 


I am inclined to think that the 
officers of a national bank would be 
obliged to give any Revenue Agent 
or Inspector such information as to 
the private account of a customer as 
might be necessary to determine 
whether he had made a correct re- 
turn. Sec. 1308 of the Revenue 
Act of 1921 provides: 


“Sec. 1308. That the Commis- 
sioner, for the purpose of ascertain- 
ing the correctness of any return or 
for the purpose of making a return 
where none has been made, is 
hereby authorized, by any reve- 
nue agent or inspector designat- 
ed by him for that purpose to 
examine any books, papers, records, 
or memoranda bearing upon the 
matters required to be included in 
the return, and may require the at- 
tendance of the person rendering 
the return or of any officer or em- 
ployee of such person, or the at- 
tendance of any other person hav- 
ing knowledge in the premises, and 
may take his testimony with refer- 
ence to the matter required by law 
to be included in such return with 
power to administer oaths to such 
person or persons.” 


Section 3165 of the 
Statutes provides: 


“Sec. 3165. That every collector, 
deputy collector, internal revenue 
agent and internal revenue officer 
assigned to duty under an internal 
revenue agent is authorized to ad- 
minister oaths and to take evidence 
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touching any part of the administra- 
tion of the internal revenue laws 
with which he is charged, or where 
such oaths and evidence are author- 
ized by law, or regulation author- 
ized by law to be taken.” 

Section 21 of the Federal Re- 
serve Act provides: 

“No bank shall be subject to any 
visitorial powers other than such as 
are authorized by law, or vested in 
the courts of justice or such as shall 
be or shall have been exercised or 
directed by Congress or by either 
House thereof, or by any committee 
of Congress, or of either House 
duly authorized.” ; 

Early in the abet of the Na- 
tional Bank Act it was held in U. S. 
v. Parkhill, 27 Fed. Cas. No. 15994, 
that visitorial powers were not con- 
ferred upon internal revenue officers. 
under Rev. St. Sec. 3177, whereby 
they would be authorized to exam- 
ine the checks of a national bank. 
Sec. 3177 authorized any collector 
or inspector to enter any building 
or place where articles or objects 
subject to tax were made, produced 
or kept, so far as might be neces- 
sary for the purpese of examining 
said articles or objects. 

On the other hand in U. S. vw. 
Rhawn, 27 Fed. Cas. No. 16150 and 
U. S. v. Mann, 95 U. S. 580 it was 
held that national banks have no 
right to refuse permission to an in- 
ternal revenue officer or agent act- 
ing under Sec. 3177 to examine the 
notes in its possession to see if they 
were properly stamped and that the 
bank was not exempt because -of 
Sec. 5241 Rev. Stats. limiting visi- 
torial powers to the Comptroller of 
the Currency and the courts. 


The present statute however, Sec. 
1308 Revenue Act of 1921 above 
cited authorizes any agent or inspec- 
tor to examine under oath any per- 
son having knowledge concerning 
matters required to be included in 
the return of another person and I 
am inclined to think that national 
bank officers would be held required 
to give the necessary information 
as to private accounts of customers 
in connection with the making of 
returns of such customers and 
would not be protected by the pro- 
visions of Sec. 21 of the Federal 
Reserve Act which limits visitorial 
powers. 


Forcrep CHEcKS—DRAWEE May RECOVER 
Amount Paip on ForcEp CHECK TO 
Person At Faurtt UNLESS 
Guitty or More THAN 
Mere FAILURE To REc- 

OGNIZE SIGNATURE— 

GEORGIA 


A check for $322.60 was drawn 
payable to “Cash or order” with the 
maker’s signature forged thereon. 
This check was cashed by a man at 
the Third National Bank of Colum- 
bus, Ga., who presented it to the 
Merchants’ & Mechanics’ Bank of 
‘Columbus, Ga., the drawee, where it 
was paid under a mistake of fact as 
to the genuineness of the paper. The 
drawee bank states that the check was 
drawn with the business and name of 
the alleged maker printed thereon 
and that the forgery was a clever 
imitation of the supposed maker. It 
also states that these facts coupled 
with the fact of its presentation by 
the holder bank with its indorsement 
tended to mislead the drawee bank 
into paying the check. The drawee 
bank brings suit for recovery, stat- 
ing that the defendant bank was neg- 
ligent in aiding the cashing of the 
forged check in that it should have 
made inquiry of the alleged maker 
and that it should have inquired as 
to the ownership of the indorser who 
presented the check because he was 
a man known to be of doubtful re- 
liability. It is also alleged that the 
defendant bank should have made in- 
quiry because of the suspicious cir- 
cumstance that it was unusual for 
a check of so large an amount to be 
drawn payable to “Cash or order.” 

The Court allowed the drawee bank 
to recover on the theory that in this 
case it had the right to presume that 
the holder bank in paying the check 
had made due and proper inquiry 
concerning any attendant circum- 
stances of suspicion. The Court said 
“This case is controlled by the rul- 
ing made by the Supreme Court in 
Woods v. Colony Bank, 114 Ga. 683 
(2), 40 S. E. 720, 56 L. R. A. 929, as 
follows: ‘The rule that a drawee is 
presumed to know his drawer’s sig- 
nature, and hence cannot recover 
back money paid through a mistake 
of fact upon a bill to which the 
drawer’s signature was forged, is not 
available in favor of a holder who 
by his own negligence contributed to 
the success of the fraud practiced, 
and whose conduct had a tendency to 
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HE, rule that a drawee bank is 

bound to know the signature 
of its depositor and must at its 
own risk detect a forgery before 
paying a check, does not apply in 
Georgia where the bank which 
cashed a check in the first in- 
stance by its own negligence 
contributed to the success of the 
fraud. 


HERE the buyer tendered 

checks in payment of twenty 
cows which the seller agreed to 
deliver, he is entitled to time to 
get cash on the seller refusing 
the checks. 


CCORDING to a New York 

decision, Daylight Saving Time 
becomes the new “Standard” Time 
in the locality which adopts this 
change. 


N a contract with a bank direc- 

tory company allowing a bank to 
cancel at the end of the first year, a 
cancellation eight days after the 
time stipulated for the exercise of 
such right was held ineffective. 


A CHECK was given in a trans- 
action concluded at night and 
the drawer stopped payment the 
next morning before the bank 
opened. A holder in due course 
cashed it a month later and was al- 
lowed to recover from the drawer. 


ATIONAL banks are forbidden 

to exercise trust powers and to 
do a fiduciary business in Rhode 
Island. 


HEN a drawee bank in an- 

swer to a telegram answers 
“Yes, Myhre’s check is good for 
$10,000,” this does not amount to 
an acceptance for want of “abso- 
lute promise to pay.” 


mislead the drawee, who was himself 
free from fault’.” Third National 
Bank of Columbus, Ga., v. Merchants’ 
& Mechanics’ Bank of Columbus, Ga., 
NIE SL APE) 

Note: In many states where the 
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Negotiable Instruments Law has been 
passed, this Act which provides that 
the acceptor admits the existence of 
the drawer and the genuineness of 
his signature, has been held to codify 
the old rule in Price v. Neal, 3 Bur- 
roughs, 1355, which holds that the 
drawee bank is bound to know the 
signature if its depositor and must 
at its own risk detect a forgery be- 
fore paying a check. This, however, 
has been denied in Pennsylvania in 
Union National Bank v. Franklin 
National Bank, 94 Atl. 1085. It is to 
be noted that the Negotiable Instru- 
ments Law has not yet been passed 
in Georgia. 


SALES—Buyver Is ENTITLED To TIME TO 
Get CAsH ON SELLER REFUSING 
CHECK—TENNESSEE. 


On Monday, March 15th, 1920, plain- 
tiff went to defendant’s farm and con- 
tracted to purchase from him twenty 
dairy cows for $75 each. An initial pay- 
ment of $25 was made to the defendant, 
who issued a receipt which stated in 
part “Received $25, part payment on 
cows to be delivered March 16th, 1922.” 
On Tuesday, March 16th, the plaintiff 
tendered the defendant four checks in 
full payment, but the defendant de- 
clined to accept them and stated that 
he wanted cash by sundown or the 
trade was off. 

The defendant admitted that the 
checks were good, and several witnesses 
testified that the defendant declined to 
accept them because he had received a 
better offer for his cows. At the time 
the checks were refused the bank had 
closed for the day and it was not until 
the following morning that the plain- 
tiff tendered the cash, when the defend- 
ant again declined to sell. 

There was no agreement as to how 
the cows were to be paid for, whether 
in cash or by check. Neither was 
there any provision in the receipt, or 
any verbal agreement, that time was 
to be of the essence of the contract. 

The court decided in favor of the 
plaintiff, stating that the contract did 


not require that the price was to be © 


tendered on the day of delivery, there 
being nothing to indicate that the sel- 
ler would have suffered loss, injury 
or inconvenience by a day’s delay, or 
that the cows had depreciated in value. 
When the seller refused the checks on 
the day of delivery, the buyer was en- 
titled to time to procure the money. 
Farris v. Ferguson, 242 S. W. 873. 


*: 
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DayiicHt Savinc Time ADOPTED IN A 
| Given Locauity BEcomEs THE NEW 
“STANDARD” TIME FoR THAT 
PLtacE—NEw York 
| A summons and complaint was 
served on one Nellie Kenfick at 12:15 
a.m. (daylight saving time) Sun- 
jay, September 11th, 1921, and the 
Court set aside the service on the 
aon that it took place on Sunday. 
t was urged, however, by the plain- 
iff that the service was good for 
the reason that 12:15 a. m., Sunday, 
September 11, daylight saving time, was 
1:15 p. m. Saturday, September 10, 
921, standard time, which is  estab- 
ished by the General Corporation Law 

of New York. 

_ The legislation, however, amended 
his law, giving power to municipali- 
ies to fix the standard time by ad- 
ancing the time one hour during the 
ieriod between the last Sunday in 
March and the last Sunday in Oc- 
ober. 

The Court held that the amend- 


ient does not authorize the adoption 
fa different time from the standard, 
ut that in those localities which 
_dopted the change, standard time 
hall be different; and where the law 
rescribes that any act shall be per- 
jrmed according to the standard 
me, it means the standard time in the 
_ycality where the act is to be per- 


ormed. Briegel v. Day, et al, 195 
Bio. S., 295. 
t Nore: This decision, while refer- 


ng to the service of process, may 

_ of interest to banks since it is ap- 

 icable to certain acts which a bank 

_ ay be called upon to perform. 

i ; 

_ ANCELLATION OF CONTRACT FOR BANK 

: Directory Ercut Days Over TIME 

STIPULATED FOR EXERCISE OF 

4 SucH Ricut Herp Iner- 

FECTIVE—TEXAS 


A bank agreed to pay a directory com- 
‘ iny $15 a year for a_ subscription 
_ a bank directory and a listing of its 
ime and certain data therein in ex- 
— asion of other local banks, for five 
_ Jars, with privilege of cancellation by 
te bank “at the end” of the first year. 
_ us privilege was reserved in the con- 
 tuct at the instance of the bank. The 
Ink had forgotten the terms of the 
¢atract until demand of payment was 
tide upon it for the second subscription. 
41 attempt was made to cancel the con- 
tict eight days after the end of the 
fst year. The company refused to 
[rmit the cancellation because not done 
vthin the terms of the contract, and 
bought suit to recover $600 for the 
upaid subscription for the remaining 
Ir years. 
the question raised by the court was: 
‘id the bank cancel the contract within 
' terms, meaning and spirit of the 
catract ?” 
Che court held that the attempt to 
Cicel the contract was ineffective, stat- 
it that the privilege was solely for the 
biefit of the bank, and tkat the direc- 
ty was under no duty to ascertain the 
bik’s intention to cancel. Farmers & 
| 


’ Kan. 
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Mechanics National Bank v. Central 
Guaranty Co., 241 S. W. 600. 


Note—This decision furnishes an excellent 
object lesson to banks dealing with directory 
companies, not to forget the terms of the con- 
tract signed by them. Such forgetfulness 
works a hardship on the bank which in all 
probability it had no intention of suffering. 


Stoprinc PAYMENT oF CHECK—HOLDER 
IN Dur CoursE—KANSAS 


A check drawn on a bank in Wichita, 
was given in a transaction concluded at 
night, and the drawer stopped payment 
the next morning, before the bank opened 
for business. Payment was stopped be- 
cause consideration of the check failed. 
The check was not presented for pay- 
ment by the payee. He remained in 
Wichita for several days, and was ac- 
cessible to the maker, who knew where 
he was, but who took no steps to ob- 
tain possession of the check. The check 
was dated October 20, 1919, and on 
November 14 it was cashed at Salina, by 
a purchaser who had no knowledge of 
the failure of consideration. When the 
check was presented for payment, pay- 
ment was refused. 

An action was brought by an indorsee 
of the check to recover from the drawer. 
The plaintiff prevailed, and the de- 
fendant appeals. The opinion was de- 
livered by 

Burch jis: “The law of the 
case is simple enough. A check is a 
bill of exchange, drawn on a bank, pay- 
able on demand. (Neg. Inst. Act, Sec. 
192. Gene, Siat2 1915,” See: -6713)) 2A 
check must be presented within a reas- 
onable time after issue, or the drawer 
will be discharged from liability thereon 
to the extent of loss caused by the de- 
lay. (Neg. Inst. Act, Sec. 193; Gen. 
Stat. 1915, Sec. 6714.) This was the 
law before passage of the Negotiable 
Instruments Act. (Gregg v. George, 16 
546; Mordis v. Kennedy, 23 Kan. 
409; Anderson v. Rodgers, 53 Kan. 542 
36 Pac. 1067; Noble v. Doughten, 72 
Kan. 336, 345, 83 Pac. 1048; Cox v. Bank, 
73 Kan. 789, 85 Pac. 762.) 

“Under section 196 of the Negotiable 
Instruments Act, a check does not 
amount to an assignment of funds. 
(Gen. Stat. 1915, Sec. 6717.) <A check, 
however, may properly be regarded be- 
tween the parties as something of an ap- 
propriation to the payee of so much 
money on deposit in the bank, which the 
payee may obtain by calling for it. 
(Gregg v. George, supra,) Should tiie 
payee delay presentment, and should the 
bank fail, the loss falls on the payee. 
Should the drawer have no funds on 
deposit to meet the check, or should he 
withdraw his deposit before present- 
ment, he can suffer no injury by delay 
in presentment, and is not discharged. 
(Anderson v. Rodgers, supra.) 
ping payment is equivalent to withdraw- 
ing the deposit. The drawer of a check 
is principal debtor, the person primarily 
liable, and, unless he suffers loss by de- 
lay, is not discharged if the check be 
presented within the time prescribed by 
the statute of limitations. Negotiation 
of a check as a bill of exchange is one of 
the privileges of the payee, and the 
drawer does not suffer loss, within the 
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meaning of the Negotiable Instruments 
Act, by the fact that the payee chooses 
to transfer the paper, instead of present- 
ing it for payment himself. In this in- 
stance, the defendant did not suffer loss 
because of delay in presenting the 
check, 

“If a check be negotiated to an inno- 
cent purchaser, it stands on the same 
footing as other negotiable paper with 
respect to defenses the drawer may in- 
terpose when sued on the instrument. 
For purpose of negotiation, a check is 
not ‘due’ until presented for payment 
(Cox v. Bank, supra.), and one who ac- 
quires an unpresented check a consid- 
erable time after it was issued, may 
nevertheless be a holder in due course. 
(Ball v. Bank of Kasson, 123 U. S. 105 
111.) Section 60 of the Negotiable In- 
struments Act (Gen. Stat. 1915, Sec. 
6580) requires that the time shall not 
be unreasonable. What is a reasonable 
time depends on a variety of facts and 
circumstances. (Neg. Inst. Act, Sec. 4, 
Gen. Stat. 1915, Sec. 6524; Investment 
— v. Fuller, 105 Kar. 395, 184 Pac. 

“Did the lapse of twenty-four days 
from the date the check was issued, 
without more, necessarily give to it, in 
the eyes of the plaintiff, or in law, the 
same appearance as that of a dishonored 
draft, or of an overdue and unpaid 
promissory note? 

No question arises with reference to 
solvency of the bank, or liability of 
parties other than the maker, or the 
statute of limitations. It is perfectly 
true that a check is ordinarily to be re- 
garded as an instrument for present 
use; but the Negotiable Instruments Act 
did not declare that a check is due at 
once, or that it must be presented, or 
put in course of collection, by the close 
of business on the next business day 
after issue. A check is not overdue for 
purpose of negotiation, unless there has 
been unreasonable delay in presenting it, 
and unreasonable delay must be inter- 
preted to mean such delay as to make 
the check obviously stale. 

“The facts are all before the court. 
It is essential to uniformity that the 
court itself should determine questions 
of this character, and the court holds 
that the time elapsing between the issu- 
ing of the check and its negotiation did 
not deprive the plai: iff of the rights of 
a holder in due course. 

“The proof was uncontradicted that 
the plaintiff had no notice of infirmity in 
the instrument, and the circumstances 
under which he acquired it had no ten- 
dency to indicate bad faith. (Neg. Inst. 
Act, Sec. 63, Gen. Stat. 1915, Sec. 
6583.) G 

“The judgment of the district court is 
affirmed.” ; 

Anderson v. Elem, 111 Kan. 713. 


Nationa, Banxs Doinc FIDUCIARY 
Business IN Ruope Is_tANnD HELD IN 
CONTRAVENTION OF STATE OR 
Loca, LAw—RuHopDE ISLAND 


The Federal Reserve Act, Sec. 2 (U. 
S. Comp. St. Ann. Supp. 1919, Sec. 
9794), allows national banks to act in a 
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TRUST COMPANY DIVISION 


Retrospect and Prospect 


ANUARY, as its name indicates, is 

a time for looking backward and 

forward. It is a time for taking 

stock and appraising values. It is, 
therefore, an opportune time to briefly 
review the work of the Trust Company 
Division, as it strives to serve the trust 
companies of the United States and to 
invite suggestions for the extension of 
these efforts. 

Of foremost importance in its influence 
upon all phases of our work is legisla- 
tion—both federal and state. Nearly 
every other branch of work coming with- 
in the proper scope of the division’s 
activities is influenced to a greater or 
lesser degree by legislation. Taxation 
levied through the Federal Revenue Act, 
as well as legal enactments in different 
states, must necessarily receive major 
consideration as it so vitally affects the 
conduct of the business of corporate 
fiduciaries. A notable instance in this 
respect is found in Section 226 (c) of 
the Federal Revenue Act of 1921, re- 
quiring estates of decedents to compute 
the tax of the decedent upon an annual 
basis instead of upon the actual income 
to the date of death. Legislation, as 
well as litigation, referred to at greater 
length in this issue of the Journal, has 
required and will continue to require the 
most careful attention of the Division. 
With forty-one state legislatures meeting 
in 1923 and the past tendency to intro- 
duce in state legislatures numerous bills 
which seriously affect the business of 
trust companies, we are led to believe 
that much work must be done in the new 
year in properly directing the course not 
only of bills affecting the interests of 
trust companies adversely, but those 
which will also prove of benefit to the 
fiduciary and the clients that it serves. 

The growing need for ascertaining 
costs and their relation to charges has 
received much’ attention. Constantly 
changing conditions and circumstances 
will undoubtedly influence the revision of 
charges for trust service, particularly in 
connection with the schedules published 
by the Committee on Standardization of 
Charges. These schedules have been a 
very important factor in determining 
proper charges to be made by different 
institutions throughout the country and 
have been accepted in whole or in part 
in the preparation of schedules compiled 
to fill the needs of different localities. 

The work which has been done hereto- 
fore by the Committee on Community 
Trusts is beginning to show substantial 
results and the continuance of efforts 
along the same well directed lines as 
adopted by the committee, should bring 
much larger rewards to the various com- 


munity foundations or trusts in the form: 


of substantial gifts. Like all pioneer 
movements that are worth while, the 


progress in this work has been slow at 
first. 

An important branch of the work of 
the Division is conducted under the 
auspices of the Committee on Co-opera- 
tion with the Bar. As its name implies, 
the development and extension of co- 
operation between trust companies and 
lawyers is the object sought. As an il- 
lustration of the manner in which the 
work of the Committee is accomplished, 
a concrete example handled a short time 
ago is given as follows: An advertise- 
ment placed in a newspaper in an east- 
ern city made the promise that the in- 
stitution was ready to draw wills that 
were “puncture proof.” The subject 
matter of the advertisement was brought 
to the attention of the committee and the 
member institution signing the advertise- 
ment was immediately informed that it 
did not conform to the requests made by 
the committee in its general communica- 
tion to members. This procedure 
resulted in the member writing a long 
letter of explanation in which it was 
stated that a contract recently awarded 
to an advertising concern called for the 
preparation and publication of copy with- 
out inspection by the institution whose 
business was being advertised. ‘The false 
promise made in the advertisement was 
admitted but it was further explained 
that the practice of the institution was 
clearly along the lines laid down by the 
Committee on Co-operation with the Bar 
and that in the future their advertise- 
ments would be carefully inspected and 
approved® before publication. In practi- 
cally all cases handled by the committee 
the full co-operation of the member 
institution has been secured. 

No greater influence can be exerted 
upon the business of a trust company in 
its service to a community than a har- 
monius relationship between officers and 
employees. Friction as well as ineffici- 
ency will retard the growth of any finan- 
cial institution. Harmony of operation 
and efficiency in handling business trans- 
actions are two business-builders without 
which no bank or trust company can 
reach its highest point of service. 
Through the work of the Committee on 
Staff Relations, these important features 
are being developed and recommendations 
made to member institutions. 

One of the outstanding activities of the 
Division is that conducted under the 
auspices of the Committee on Publicity. 
For two years, a National Publicity 
Campaign has been conducted, through 
which two things have been urged; one, 
the making of a will, and two, the nam- 
ing of a responsible fiduciary. With 
the details of so many examples of men- 
tal, physical and financial suffering caused 
by the failure to make a will or by the 
making of a “home made” will, being 
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of real value to the membership, how 


' the same definite help is expected to re 


recorded in the daily press in all parts 

of the country, it would seem hardly 

necessary to urge the proper preparation 
of a will. Yet the condition of 
apathy or procrastination which still ex- 

ists in relation to this important matter, 

makes it of urgent necessity that men 

and women everywhere be induced to act 

in the preparation of this important in- 

strument. The naming of a responsible 

executor and trustee to carry out the 

terms of a will is of equal importance 

in order that the estate and the interests 

of the beneficiaries may be properly con- 

served. To urge the naming of a cor- 

porate fiduciary with its perpetual exist- 

ence, financial responsibility and skill in 

handling simple and complex transac- 

tions, is a distinct public service. The 
messages sent out by the Committee on — 
Publicity in the form of advertisements — 
in magazines of national circulation— 

the advertisements recommended for lo- 

cal use by members and the suggestions 

for intensive “follow-up” work in the 
different localities, are all aimed toward 
greater service to members and through 
them to that great army known as “the 
public.” 


Certain preliminary investigations made. 
by the Committee on Research revealed 
the interest of a great number of mem- | 
bers in the compilation of information 
through the use of which they will be | 
enabled to convince the general public | 
in a stronger manner than heretofore of | 
the wisdom and advisability of appoint- | 
ing a corporation rather than-an individ- 
ual to act in the capacity of executor and | 
trustee. Many trust company and court 
records will be carefully scrutinized in ) 
the gathering of this information. It is 
obviously impossible, however, without | 
considerable funds in hand to forward | 
this work on a large scale as it requires 
investigators and statisticians in addition | 
to a considerable clerical force. Surveys | 


| 
| 


ever, are expected to be made during th 
current fiscal year. . 


The growing hazards and _ liabilit 
the conduct of the business of safe 
posit is engaging the attention of m 
bers in all parts of the country. # 
though many trust companies and banks 
operating safe deposit departments have | 
fixed the limit of liability to a separate) 
corporation, unknown hazards and liabili- 
ties make it imperative that definite ad- 
vances be made in the conduct of this 
business in the immediate future. 


The national conference of trust com- 
panies held for the past three years 1% ill 
be continued on February 15. Problems, 
solved and unsolved will engage the at- 
tention of the conference through whi¢ 


given as in the past years. Yi 


individuals and _ corporations 

which prefer that their estates 

and trusts be administered by 
National banks, will be interested in a 
decision handed down recently in the 
Superior Court of Pennsylvania. It was 
pon an appeal from the decree of the 
Orphans’ Court of Philadelphia County 
in the case of the Corn Exchange Na- 
sional Bank as guardian of the estates 
of the minor heirs of Edna Frisbie 
Turner. 
' In 1921 the Orphans’ Court of Phila- 
lelphia appointed the Rittenhouse Trust 
company of that city guardian of the 
sstates of the minor heirs of Edna Fris- 
ve Turner. The Rittenhouse Trust 
company later was converted into a na- 
jonal bank and subsequently consoli- 
lated with the Corn Exchange National 
3ank. The Turner estate showed a bal- 
ince for the minors and distribution to 
the bank as guardian was requested. 
The bank filed a petition setting forth 
ts incorporation under the National 
‘3anking Law, and other facts, and ac- 
‘epted the provisions of an Act of 1889 
nd another one of 1921 making itself 
ubject to supervision and examination 
vy the Banking Department of Penn- 
ylvania, the same as corporations of 
Pennsylvania. It also filed a number of 
‘xhibits, among them being a stipulation 
inder Rule XXI by which the applicant 
hereby stipulates and undertakes irrev- 
‘cably that securities and other proper- 
y received by the corporation, both in a 
‘duciary capacity and from the person 
tr persons for whom it is surety, shall 
ot be taken out of the jurisdiction of 
ae court and shall be kept separate and 
part from all money, securities and 
beetty of the said bank so that the 
s 


N ATIONAL banks, and likewise 


me can at all times be easily identified 
belonging to the estate of the person 
ft persons for whose account the same 
as been received, and that trust funds 
eceived by said bank either as fiduciary 
v for the person or persons for whom 
| 1s surety shall be deposited in a separ- 
te account iri a bank or banks or trust 
ompany or trust companies other than 
ud Corn Exchange National Bank of 
hiladelphia of good standing in Phila- 
elphia County. 
| Petition was refused for the reasons 
reviously given in the case of the Na- 
onal Bank of Germantown, that the 
ederal legislation conferring fiduciary 
Wers upon national banks is “in con- 
avention of the law and established 
actice of this commonwealth.” From 
lat refusal an appeal was taken. Three 
pas later the bank filed another petition 
id asked for an order directing the exe- 
itors to pay to it as guardian of the 
tate of the minors the money awarded 
em by the adjudication. This petition, 
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too, was dismissed for the reasons previ- 
ously given. Exceptions were filed and 
two appeals were taken, one by the bank 
as guardian and the other individually. 
The appeals were argued together and, 
likewise, disposed of. 

The opinion of the Court, by Judge 
Linn, traced the developments in this 
controversy from its inception. The 
above statement is a summary thereof. 
It then recites the language of Section 
11 (k) of the Federal Reserve Act and 
the findings of the Court based there- 
upon. The concluding part of the opin- 
ion follows: 


Essential Portion of Decision 


Since Congress has provided that if 
the state law “authorizes or permits the 
exercise “of “ * * (guardianship)) by 
state banks, trust companies or other 
corporations which compete with na- 
tional banks,” “ the granting to and the 
exercise of such powers by national 
banks shall not be deemed to be in con- 
travention of state or local law within 
the meaning of this act,” the decision of 
these appeals must depend on whether 
Pennsylvania. permits such competing 
corporations to act in that capacity; if 
the state law so provides, the national 
bank must be permitted to enjoy fidu- 
ciary powers. As familiar state laws 
confer that power on such corporations 
the learned court below misinterpreted 
the Acts of Congress in holding them to 
be in contravention of state law. 

The Federal legislation is constitu- 
tional: First National Bank v. Fellows, 
244 U. S., 416; and the Congressional 
power is plenary. Except as Congress 
permits a state cannot stand in the way 
of corporate activity so authorized by 
Congress. Such authority confers im- 
munity from state interference, legisla- 
tivems Oimgudrcialy » Ni we ban Como, 
North Dakota, 250 U. S.; 135, and Tele- 
phone Co. v. South Dakota 250 U. S., 
163, Second Employers Liability Cases, 
220 Ua. lei, wR. Ry. ComgeaProtk. 
EAXe) We Ske EK... See 

The effect of the amendment of 1918 
on the Act of 1913, as a mere rearrange- 


ment of the words will show, was to au-. 


thorize the Federal Reserve Board to 
grant by special permit to national banks 
applying therefor (having the required 
“capital and surplus,” supra) the right to 
act in any fiduciary capacity in which 
state banks or other corporations which 
come into competition with national 
banks are pérmitted to act under the 
laws of the state in which the national 
bank is located, whenever the laws of 
such state authorize or permit the exer- 
cise of any or all such powers by state 
banks or other corporations competing 
with national banks. The Congressional 
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Exercise of Trust Powers By National Banks Upheld 


definition or determination of what shall 
not be considered in contravention of 
state law for the purposes of the enact- 
ment takes no account of the fact that 
details of administration in the Federal 
system may or may not differ from ad- 
ministrative matters prescribed in the 
State system. Congress was the sole 
judge of the means appropriate to the 
end to be accomplished by the exercise 
of this additional power conferred on 
national banks; they knew that through- 
out the states widely divergent systems 
of fiduciary law prevailed. The adminis- 
trative differences in which the court be- 
low found decisive conflict between state 
and Federal law may be important ele- 
ments in the competition for business 
and in the market may or may not oper- 
ate in favor of the state corporations, 
but these differences in themselves are 
not sufficient to deprive a national bank 
of the enjoyment of fiduciary powers, 
and particularly is that so in the circum- 
Stances disclosed by this record. See 
First National Bank v. Fellows, supra; 
People v. Russell, 283 Ill, 520, compared 
with the prior decision of the same court 
in State v. Brady, 271 Ill., 100; Wood- 
bury’s Appeal, 78 N. H., 50; Hamilton v, 
State, 94 Conn., 648 Stanchfield’s Estate, 
171 Wis., 553; In re Mollineaux, 179 N, 
Y. Supp., 90; Fidelity etc, Trust Coy: 
Enright, 264 Fed., 236. 

The first reason given to support its 
conclusion that the Federal statute is in 
contravention with the state law is based 
on comparison of the two systems con- 
cerning the deposit of trust funds. The 
Federal provision has been quoted. For 
the State the Acts of May 9, 1889, P. L,. 
159, and June 27, 1895, P. L, 402, pro- 
vide that such “companies shall keep all 
trust funds and investments separate and 
apart from the assets of the companies 
and all investments made by the said 
companies as fiduciaries shall be desig- 
nated as that the trust to which such in- 
vestments shall belong shall be clearly 
known.” In addition we are advised that 
the state banking department requires 
trust funds to be deposited in a separ- 
ate bank. The Acts of Congress and 
the state laws are not alike, but a dif- 
ference in permitted corporate manage- 
ment does not establish that the Fed- 
eral statute is in contravention of the 
state law in the light of the explicit con- 
gressional definition of those words, and 
the difference is further unimportant in 
the decision of this case because the re- 
cord shows that petitioner has agreed 
to comply with the state law on the sub- 
ject. The petition also contains a stipu- 
lation whereby petitioner irrevocably co- 
venants with the court below, pursuant 
to Rule XXI, that it will not remove se- 
curities or other property by it held in a 
fiduciary capacity outside of the jurisdic- 
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tion of the court, and that it will deposit 
trust funds in a separate account with 
another bank or trust company. 

The second point of alleged conflict 
the court found by comparing the part 
of section 11 (k), supra, authorizing ex- 
amination by state examiners of the af- 
fairs of a national bank, with the state 
law, of May 21, 1919, P. L. 209, provid- 
ing (section 14 (a) ) for examination 
by state examiners, but the record shows 
that petitioner has stipulated, both with 
the court and with the state banking de- 
partment, that the state banking depart- 
ment shall make like examination of all 
its property and assets as is done in the 
case of state banks. The record also 
shows that petitioner has filed a stipu- 
lation with the banking department to 
be and remain subject to supervision by 
that department to the same extent as 
state corporations pursuant to the Act of 
May 20 1921, P L. 991, entitled “Restrict- 
ing the appointment of corporate fidu- 
ciaries by testators or by any court or 
register of wills to corporations fully 
subject to supervision and examination 
by the banking department.” 

The learned court below found its 
third conflict “in the case of insolvency 
or suspension of a national bank.” The 
federal law provides that in such cases 
the Comptroller of the Currency appoint 
a receiver who, under the direction of the 
Comptroller, shall take possession, ad- 
minister, etc., pursuant to appropriate 
judicial action. The practice has long 
prevailed and is well understood. The 
court remarks that such receiver will not 
be under the control of the state courts. 
But as to the court below, it would seem 
that the federal court supervising a re- 
ceivership under the national banking 
law is neither more nor less foreign than 
a state court supervising a receiver ap- 
pointed by the banking commissioner 
administering the affairs of a state bank 
pursuant to state law. 

It was for Congress to determine 
whether the details of corporate manage- 
ment prescribed by it were better adapted 
for the exercise of the plenary federal 


power it desired exerted than other 
methods of corporate administration ef- 
fective in the states, but its provisions 
for the conduct of business or the ad- 
ministration in insolvency, though differ- 
ent from the state system cannot be re- 
garded as in contravention of state law 
within the terms of the amendment of 
1918. 

The orders appealed from are reversed 
and the record remitted with instructions 
to enter an order consistent with this 
opinion. 


Appreciation of Division Service 


A member bank in the West recently 
sent to the National Bank Division office 
a letter expressing thanks for certain 
services rendered. The spirit of the 
communication is encouraging and we 
commend to all non-member banks con- 
siceration of the conclusion drawn by 
the writer. The letter follows: 

“We have your letter of Decem- 
ber 6 advising us that Congress 
has passed a bill amending the Na- 
tional Bank Act making three the 
minimum number of calls for bank 
statements to be made by the Comp- 
troller of the Currency in any one 
year. We had not heard that such 
legislation was pending and are glad 
to know that it has been passed. 

“Tt has gotten so that nearly every 
call for a statement costs us $25.00 
or $30.00 in actual cash in addition 
to the extra work required, and it 
seems to us that three calls per year 
are plenty. Inasmuch as this will 
save us in actual cash much more 
than the cost of our annual member- 
ship in the Association we are 
pleased to write you this letter of 
appreciation of your efforts in our 
behalf. We figure our membership 
in the American Bankers Associa- 
tion a splendid investment and it 
would seem that every National bank 
should be a member of the Associa- 
tion. 


Loans Secured by Government 
Operations . 


Another extension of the time with 
in which loans in excess of 10% of 
capital, surplus and undivided profits 
may be made if secured by at least 
105% face value of certain Govern- 
ment obligations has been made. The 
Comptroller has issued the following: 


“Until June 30, 1923, or until such 
later date as the Comptroller of the 
Currency, with the approval of the 
Secretary of the Treasury, may pre- 
scribe, any national bank may pur- 
chase or discount, pursuant to general 
or specific authority conferred upon 
the officers of the bank by its board 
of directors, the note or notes of a 
person, firm, company or corporation, 
maturing in not more than six months 
from the date of such purchase or dis- 
count, in an amount in excess of 10% 
of the aggregate amount of the capital 
stock, actually paid in and unimpair- 
ed, and the unimpaired surplus fund 
of such bank, PROVIDED, any such 
note or notes shall be directly se- 
cured by at least 105% of United 
States bonds, notes or certificates of 
indebtedness issued since April 24, 
1917; that is to say, there must be 
pledged as security for each $100 so 
loaned at least $105 face value of 
Liberty Bonds, Treasury bonds, Vie- 
tory notes, Treasury notes or Treas- 
ury certificates of indebtedness. 


“The amount which a national bank 
may thus lend upon Liberty Bonds, 
Treasury bonds, Victory notes, Treas- 
ury notes, or Treasury certificates of — 
indebtedness, under Section ‘5200, R. — 
S., as amended September 24, 1918, | 
March 3, and October 22, 1919, and | 


‘pursuant to this regulation is in addi- 


tion to other loans which such nation- | 
al bank is permitted to make, whether | 
or not such other loans be secured in | 
whole or in part by United States 
bonds, notes or certificates of in- | 
debtedness.” 


Recent Decisions 
(Continued from page 509) 


fiduciary capacity when the exercise of 
such power is not “in contravention of 
state or local law.” Gen. Laws 1909, c. 
231, Sects. 4-8, as to corporations em- 
powered to act in a fiduciary capacity, 
provides, in section 6, that the assets of 
every such company, equal in value to 
the par value of its capital stock, shall 
stand primarily as security for trust 
liabilities in preference to payment of 
other creditors, and, in section 7 requires 
a deposit with the general treasurer of 
securities amounting to 20 per cent. of 
the capital of such a corporation, to be 
held as additional security for trust 
liabilities; and all other corporations 
than trust companies are excluded from 
the exercise of fiduciary powers. Held, 
that since national banks cannot, under 
their charter and the National Banking 
Law, comply with said section 6, it 


would be “in contravention of state or 
local law” for such banks to act in a 
fiduciary capacity and hence mandamus 
would not be awarded to compel the 
general treasurer to receive from a 
national bank the deposit specified by 
said section 7. Aquidneck National 
Bank of Newport-v. Jennings, General 
Treasurer, 117 Atl. 743. 

| 
TELEGRAM STATING THAT CHECK WAS 

Goop Dors not Binp BANK To Pay 
Ir—FeEpERAL CASE 


{ 

The plaintiff bank wired the defend- 
ant bank, asking if the check of a cer- 
tain person on defendant’s bank for 
$10,000 was good. The defendant an- 
swered by wire: “A. O. Myhre check 
for ten thousand dollars is good.” Pay- 
ment of the check was subsequently re- 
fused because of insufhcient funds, and 
the defendant bank is sued on _ the 
ground that its answer amounted to a 
certification. The court held that the 


defendant never accepted nor certified 
the check, saying: “The inquiry was _ 
whether a certain check was good, and | 
the answer was it was good. ‘There 
was omission of any language express- _ 
ive of a purpose to honor the check. We | 
are unable to construe the answer to — 
that effect, without other aiding circum- 
stances. Standing alone, it is technically — 
an affirmation that the check of Myhre 
was worth its face at the time. The | 
meaning ordinarily would be that the | 
deposit account of the maker was then | 
sufficient to meet the check. But this 18 
different from undertaking to pay it, as 
would have been the significance of the | 
act of formally accepting or certifying © 
it,” citing First Nat. Bk. of Dunn @ | 
First Nat. Bk. of Massillon (D. C) | 
210 Fed. 542; First Nat. Bk. v, Commer- 
cial Sav. Bk., 74 Kan. 606, 87 Pac. 746; | 
North Atchison Bk. wv. Garretson, 
Fed. 168, 2 C. C. A. 145. - | 
Flathead County State Bank v. First 
Nat. Bank of Caledonia. 282 Fed. 398. 
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Light buff glazed Terra Cotta 


FIRST NATIONAL BANK 
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PARKINSON & HERSSTROM, Architects 


MONROVIA, CAL. 


O say the Directors ot this First National 
Bank, of Monrovia, Cal. But read their letter 
for yourself: 
Monrovia, Calif., Nov. 21, 1922 


National Terra Cotta Society, 
19 West 44th Street, New York 


Gentlemen:—Our bank building stands on a corner with 
dimensions fifty by seventy feet, and is an exclusive bank 
building. There are six large windows and two double doors. 
The walls are of brick with pink tint and the trimmings of 
windows and doors are of Terra Cotta, beautifully carved with 
head figures at the top. The straw color of the Terra Cotta and 
pink brick made a beautiful combination. 

We have been in the building several years and it never 
ceases to be a thing of beauty to us. We do not think there 
is any material that would take the place of the Terra Cotta 
or appearance and durability. It is easily cleaned, but seldom 
needs cleaning. The pink tint and Terra Cotta used together 
create a happy combination and make the building frequently 
spoken of as a most beautiful structure. 


Respectfully, 
First National Bank 
(signed) W. A. Chess, Cashier 


‘Permanent 


“CONSIDERED one of the MOST BEAUTIFUL 


of COUNTRY BANKS” 


Terra Cotta may be used either for the trim or 
for the entire facing of a bank building. Un- 
limited in form and color, it is.also permanent— 
waterproof, weatherproof, and fire-resistant. In 
addition, it is economical in first cost—negligible 


in maintenance cost. 


Our handsome brochure, “Better Banks,” 
pictures several scores of the finest banks in the 
country, and tells the interesting story of Terra 
Cotta in bank architecture. We will gladly send 
you this brochure, free, on request. 


Address National Terra Cotta Society, 
19 W. 44th Street, New York, N. Y. 
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Thirty Million Savers; Eighteen Billion Deposits 


ATA received by the Savings 
D Bank Division before the end of 

the old year may develop new 

enthusiasm on the part of savings 
bankers even when construed most con- 
servatively as in the preliminary tabula- 
tions presented on this page. 

The final tables will be available soon 
after the publication of the annual re- 
port of the Comptroller of the Currency 
and later advices are received from less 
than a dozen states. 

In the preparation of these prelimin- 
ary tables, we have incorporated the 1921 
figures for state banks and trust com- 
panies where corresponding data for 
1922 is still missing. It may therefore 
be assumed that these totals are less than 
will be shown in our final tabulation. 


Number of Savings Depositors 


The number of savings depositors is 
approximately the same as the number of 
savings accounts. While some duplica- 
tions exists, it is more than offset by the 
number of small demand deposit ac- 
counts which serve the same purpose as 
savings accounts. 

The number of savers who purchase 
time certificates rather than open savings 
accounts is not reported and has not been 
estimated although the total amount of 
time certificates is included in the total 
of savings deposits. The fact that the 
number of savings depositors is shown 
by incomplete data to be in excess of 
that ordinarily assumed from compila- 
tions heretofore available, warrants pub- 
lication of the following table without 
attempt to estimate at this writing for 
states which are neither represented in 
this table nor in the corresponding table 
for 1921. Figures for 1921 are used for 
Arizona, Idaho, Indiana, Massachusetts, 
Minnesota, New York, Ohio, Wisconsin 
and in part for California. Our prelim- 
inary tabulation shows the following: 


REPORTED SAVINGS ACCOUNTS JUNE 30, 1922 


Mutual Savings Banks 
(complete) 9,493,781 
Other State Banks (17 states) 6,599,604 


Trust Companies (15 states) 3,894,279 
Private Banks (4 states) 92,535 
National Banks (complete) 8,873,327 

Total Reported 28,953,526 


The number of savings accounts on 
June 30, 1921 was reported as 26,637,831. 


Amount of Savings Deposits 


The total amount on deposit in sav- 
ings accounts on June 30, 1922, is given 
in the following table which itemizes 
as far as possible according to the nature 
of the institution. 

Our totals will include time certificates 
of deposit and postal savings in bank, 


iy 


DEPOSITS 


$18,087,493,000 
$16,618,595,000 


DEPOSITORS 


28,955,526 
26,637,831 


as the latter are certainly savings as are 
the great bulk of the former. | 

The preliminary tabulation is sum- 
marized as follows: 


REPORTED SAVINGS DEPOSITS 
JUNE 30, 1922. 


Mutual Savings Banks 


(complete) $5,802,751,000 
Other State Banks 

(41 states) 6.189,128,000 
Trust Companies 

(32 states) 1,894,138,000 
Private Banks 

(14 states) 123,106,000 
National Banks 

(complete) 4,078,370,000 

Total Reported - $18,087,493,000 


The amount of savings deposits re- 
ported on the corresponding day in 1921 
amounted to $16,618,595,000. 


Other Savings 


Life insurance (other than that in ben- 
eficial societies or in the government 
bureau) now carried on American lives 
amounts to more than $50,000,000,000. 
Premiums on new business during the 
year ending November 1, 1922, amounted 
to $225,980,000 and the total premiums 
including payments on annuities amount- 
ed, to $1,537,280,000. The amount of 
new life insurance purchased during the 
year was $9,300,000,000, an increase of 
$600,000,000 or 7 per cent. over 1921. 
These life insurance companies invested 
$350,000,000 in real estate mortgage loans 
during the year, that amount being more 
than one-half of their current invest- 
ment funds. 

Building and loan associations report 
an increase of 17 per cent. in members 
and of 15 per cent. in resources, during 
the year. The total membership at time 
of annual report in July was $5,809,000 
and the resources $2,890,764,000. 

Postal savings have decreased steadily 
since last January the balance of de- 
posits on October 30 being estimated by 
the department at $133,000,000. 

Government securities have been of 
unusual interest to savers during the past 
year and at this writing the redemption 
of $625,000,000 of War Savings Cer- 
tificates is in progress. In October, new 
treasury bonds of! 1947-1952 at 4% per 
cent. were allotted in amounts of not 
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over $10,000 to the extent of $327,559 - 
600 on cash subscriptions. 

Treasury savings certificates during 
the ten months ending with October 
were sold to the extent of $118,973,296. 
This amount compares with total sales in 
1921 amounting to $23,000,000 and in 
1920 to $44,000,000. 

School savings systems reported de- 
posits of $5.500,000 during the last 
school year. ‘This was an increase of 
40 per cent. over the preceding year and 
of 100 per cent. over the second previ- 
ous year. The number of systems in- 
creased over 100 per cent. The number 
of pupils reported as participating was 
1,271,000, an increase of 50 per cent. over 
the previous year and of 100 per cent. 
over the second previous year. 6/7 
cities obtained an “honor roll” position 
by reason of 75 per cent. or more parti- 
cipation by the enrollment in operating 
schools. It appears that the present 
school year will indicate a remarkable 
increase over the last year. 


1922 in Retrospect 


In a leaflet which sets forth the above 
data in more detail, the Deputy Manager | 
for the Savings Bank Division makes | 
the following comment: i | 

“Savings in the United States during | 
the year 1922 appear from available data | 
to show the increase that might reason: | 
ably be expected to result from the | 
nearby economic background of uncer- | 
tainty and incapacity which result from | 
credit deflation, price readjustment and 
political considerations both domestic | 
and foreign. 

“More potential savers have learned | 
the lesson, fear impelling to thrift and | 
saving where intelligence has failed. 

“A new factor that contributes to the | 
national increase is found in the larger | 
educational work by savings banks and | 
investment institutions, and also in the | 
growth of facilities for handling savings | 
deposits. The banks have tended to use | 
more salesmanship in their advertising 
for savings. New savings banks have. 
been established including new mutual | 
banks in the states of New York and | 
Washington and a savings bank with a) 
national charter in Missouri. The num-) 
ber of general banks without savings” 
departments has materially decreased. 
Branch banks always give special atten- | 
tion to savings deposits and their number) 
has been increased by both state and ma-| 
tional banks. Finally, school savings 
banking systems are being established in | 
all parts of the country and industrial 
savings deposit systems are becoming: 
more general. | 

“The year 1923 will afford an unpre- 
cedented opportunity for spreading the 
gospel of thrifty living. ‘The ordinary 
play of the laws of economics has placed 
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the public in a receptive mood for the 
message of the- savings banker. The 
common sense of the average American 
is slowly but surely asserting itself.” 


A Resolution 
The following is suggested by Walter 


_ J. Reeves, General Secretary of the Sav- 
ings Banks Association of the State of 
_ New York: 


old age. 


“Resolved, That commencing January 
1, 1923, I will not spend for unnecessary 
trifles, nor will I devote my time to 
thoughts of luxury and ease, but rather 
will I promise to save regularly and sys- 
tematically every possible penny to build 
up my savings bank account for the fu- 
ture, for my children’s future and for 
I further resolve to carry the 


_message of thrift to all my friends, to 


help them to save also, to the end that 
such saving and conserving will make 


| me a better and a wiser citizen.” 


Interest Periods 
In commending the Emigrant Indus- 


trial Savings Bank of New York for 
holding to semi-annual dividends but 


allowing interest on monthly balances, 


_ President Hayden of the Eutaw Savings 
| Bank of Baltimore says: 


“To me, this growth of the quarterly 
idea savors of hysteria. I should think 


‘that it would mean increased work, pos- 
‘sibly increased expense, certainly im- 
‘paired promptness in counter service, and 


incidentally interference with needed va- 


' cations, and all with doubtful stability in 


results. In adopting the ‘monthly bal- 
‘ance’ you have created a situation that, 
‘considered in all fairness, approaches 
' perfection.” 


Finger Printing 

A bulletin from the Bureau of Stand- 
ards of the Department of Commerce 
advises that the following method of 
‘finger printing was recommended to the 
Postal Savings Division of the Post Of- 
fice Department : 
_ “The fingers are first coated by press- 
ing them upon a sheet of heavy paper 
impregnated with mineral oil, prints are 
then made on the necessary documents 
jdeveloped by dusting them with lamp- 
‘black and fixed by spraying them with a 
dilute solution of shellac.” 

An “improvement suggested by the 
bureau is to do away with a camel’s 


hair pencil for applying the black and 


use instead a small ball of absorbent 
cotton coated with lampblack or gas- 
black and tied up in a cover of organdy. 
When the oily prints, at first practically 


invisible, are dabbed with this, enough 


black comes through the organdy to 
make them visible and to develop their 
characteristics. The slight excess of 
dlack is blown away, and the prints are 
then fixed by spraying them with a shel- 
ac solution from an atomizer.” 


MeThe Gamble in Marks 


A recent addition to the items which 
drove that savers forget their thrift 
when they speculate, is contained in the 
following despatch (A. P.) “rom Paris: 
| “Americans are estimated to have lost 
at least $2,000,000,000 by the purchase of 
German marks before the German finan- 


A Valuable Tradition 


A private home was altered to 
house the Chemical Bank when 
it opened on Broadway in 1824. 


The “home-like” atmosphere 
thus established prevails today— 
one of the reasons why so many 
new depositors comment on the 
friendly hospitality they find upon 
entering the Chemical National 


Bank. 


A commercial bank—perform- 
ing every function of a bank. 


Seeking New Business on Our Record 


THE 


GHEMICAL 


NEAST 


IONAL 


BANK 


OF NEW YORK 


Founded 1824 


BROADWAY AND CHAMBERS, FACING CITY HALL 


cial inflation commenced, inquiry today 
among American bankers in Paris dis- 
closed. Germany has profited by from 
$4,000,000,000 to $5,000,000,000 on sales 
of her depreciated currency to foreign 
buyers it also was learned. 

“The American purchases were made 
when the mark sold at six cents, and 
then even later until it reached one mill. 
London bankers, according to advices 
received here, admit that their customers 
have lost £250,000,000 sterling. 

“Spanish speculators are reported to 


have lost the equivalent of $1,000,000,000 
in German marks. French capitalists 
also went strongly in speculating in 
marks eighteen months ago. One French 
industrial magnate is reported to have 
lost 3,000,000 francs in marks manipu- 
lation.” 


New Business 


An interesting check-up of the sources 
of seventy new accounts opened at the 
Home Savings Bank of Boston in three 
days showed the following results: 
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Recommended by depositors 
Children had school accounts 
Formerly had accounts 
Newspaper advertising . . . 
Christmas and Vacation Clubs 
Recommended by other banks 
Convenience of location mee 
Attracted by poster service . . . 
Joint advertising by Association of 
Banks Pe re Pe: ane 
Budget service . . . 
Has mortgage with bank 


Officers of the Division 


1922-1923 
STATE VICE-PRESIDENTS 

ALABAMA-—J. B. Dortch, president 
State Savings Bank, Mobile. 

ARIZONA—1L,. E. White, cashier, Salt 
River Valley Trust & Savings Bank, 
Mesa. 

ARKANSAS—Carl Hhllis, cashier, 
Merchants & Planters Trust & Sav- 
ings Bank, Warren. 

CALIFORNIA —Geo. B. Campbell, 
cashier, Security Savings Bank, San 
Jose. 

COLORADO-—J. V. Cockins, president, 
Central Savings Bank & Trust Co., 
Denver. 

CONNECTICUT—P. LeRoy Harwood, 
treasurer, Mariners Savings Bank, 
New London. 

DELAWARE—Fred’k E. Stone, presi- 
dent, Wilmington Savings Fund So- 
ciety, Wilmington. 

D. of C—John M. Riordon, cashier, 
Bank of Commerce & Savings, Wash- 
ington. : 

FLORIDA—James A. Colee, cashier, 
Peoples Bank for Savings, St. Augus- 
tine. 

GEORGIA—T. S. Gray, cashier, Union 
Savings Bank, Augusta. 

IDAHO—Frank L. Davis, cashier, Fre- 
mont County Bank, Sugar City. 

ILLINOIS—F. O. Birney, vice-president, 
Chicago Trust Co., Chicago. 

INDIANA—Frank Schwegman, presi- 
gent, Peoples Savings Bank, Evans- 
ville. 

IOWA—F. B. Davis, vice-president, 
Farmers Savings Bank, Manson. 

KANSAS—Geo. H. Hamilton, presi- 
dent, State Savings & Mercantile 
Bank, Wichita. 

KENTUCKY—W. E. Keith, cashier, 
panies Bank & Trust Co., Hopkins- 
ville. 

LOUISIANA—Travis Oliver, vice-pres- 
ident, Central Savings Bank & Trust 
Co., Monroe. 

MAINE—W. A. Danforth, treasurer, 
Bangor Savings Bank, Bangor. 

MARYLAND—Conrad C. Rabbe, treas- 
urer, Broadway Savings Bank, Balti- 


more. 
E. Brock, 


re DOD 
KSWWwWRhOOUMND 


p—t pet pee 


MASSACHUSETTS—Geo. 
president, Home Savings Bank, Bos- 


ton. 

MICHIGAN—Paul J. Ullrich, president, 
Ullrich Savings Bank, Mt. Clemens. 
MINNESOTA—Louis Betz, treasurer, 

State Savings Bank, St. Paul. 
MISSISSIPPI—S. C. Hart, cashier, 
Citizens Savings Bank & Trust Co., 
Jackson. 
MISSOURI—W. S. Webb, vice-presi- 
dent, Missouri Savings Assn. Bank, 
Kansas City. 


SENATORS TOWNSEND AND COUZENS | 
The Former Mayor of Detroit (at AABN at Recently Appointed U. S. Senator from : 


ich 


MONTANA~—J. M. Keith, president, 
Missoula ‘Trust 


& Savings Bank, 
Missoula. 


NEBRASKA—L, C. Pasewalk, cashier, 
Norfolk National Bank, Norfolk. 

NEVADA—E. R. Simms, cashier, Bank 
of Sparks, Sparks. 

NEW HAMPSHIRE—Ernest P. Rob- 
erts, treasurer, New Hampshire Sav- 
ings Bank, Concord. 

NEW JERSEY—Howard Biddulph, 
treasurer, Bloomfield Savings Institu- 
tion, Bloomfield. 

NEW MEXICO—A. H. Gerdeman, 
cashier, Las Vegas Savings Bank, 
Las Vegas. 

NEW YORK—F. E. Willits, treasurer, 
Roslyn Savings Bank, Roslyn. 

N. CAROLINA—W. L,. Jenkins, presi- 
Heny Security Savings Bank, Char- 
otte. 

N. DAKOTA—W. V. O’Conner, treas- 
urer, First Savings Bank, Grand Forks. 

OHIO—W. J. Atwell, cashier, Peoples 
Savings Bank Co., Zanesville. 

OKLAHOMA—Wm. Raymond, vice- 
president, Security National Bank, 
Oklahoma City. 

OREGON—Frank Patton, cashier, As- 
toria Savings Bank, Astoria. 

PENNSYLVANIA—D. J. Leopold, 


gan. 


cashier, First National Bank, Lebanon. 
RHODE ISLAND—Clinton F. a 
ank, | 


S. CAROLINA—S. T. Reed, Jr., cash- | 
ier, Converse Savings Bank, Converse. 
S. DAKOTA—H. R. Kibbee, president, | 
Commercial Trust & Savings Bank, 


treasurer, 


Peoples 
Providence. 


Savings 


Mitchell. 


TENNESSEE—O. B. Henderson, cash- | 
East Tennessee Savings Bank, — 


ier, 
Knoxville. 


TEXAS—GEO. W. Briggs, vice-presi- | 


dent, City National Bank, Dallas. 
UTAH—Frank J. Stevens, 
Security State Bank, Ogden. 


VERMONT—B. E. Bristol, asst-treas- | 
urer, Burlington Savings Bank, Bur- i 


lington. 


VIRGINIA—Edward S. Reid, president, 


Chatham Savings Bank, Chatham. 


WASHINGTON-—O. A. Fechter, presi- 


dent, Yakima Valley Bank, Yakima. 


WEST VIRGINIA—H. G. Proctor, 
Union Bank & Trust Co., 


cashier, 
Huntington. 


WISCONSIN—Max Baumberger, ass’t- 
cashier, Second Ward Savings Bank, 


Milwaukee. 


WYOMING~—J. D. Thorn, president, | 


Sheridan Banking Co., Sheridan. 


Monthly Tendency 


An increase in savings deposits of .5 
per cent. during the month preceding 
December 1, 1922, and of 6.3 per cent. 
during the preceding year, is indicated 


Per Cent Per Cent 
Number Savincs Deposits Increase Savincs Deposits Increas¢ ~ 
Federal Banks Dec. 1, 1922 Nove 1, 1922 over last Dec. 1, 1921 over last | 
District Reporting Millions Millions Month Millions Years -} 
1 64 $1,116 $1,114 Al $1,061 52. 
2 30 1,746 1,741 7) 1,656 54am | 
3 80 419 419 —.1 409 2.3 | 
4 18 393 389 11 377 42m 
5 93 276 278 —.4 249 11.1 3 
6 79 157; 157, Hl 146 7.3 ; 
7 219 805 795 1.3 770 44 
8 35 120 118 2:3 106 13.1 } 
9 15 81 80 A 76 - 69 | 
10 61 95 93 1.8 85 10.49% § 
11 116 73 az 6 64 14.3) | 
12 75 796 789 8 712 10.3 ; 
Total 885 6,081 6,050 5 5,716 63m | 
¥ 
i 


in Savings Deposits 


by 885 banks which hold about one- l 


third of the savings deposits of the 


country, according to tabulation of | 


the Federal Reserve Board: 


president, © 


Januar 


1 
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What Controls the Welfare 
of Your Community? 


The welfare of the community;is of the 
first importance to the bank. 


Community and bank'are inter-depen- 
dent. Whatever affects the community 
favorably will affect the bank in like 
manner. 


Among the factors which promote the 
welfare of the community and the bank, 
none is more far-reaching than _har- 
monious and productive conditions ‘in 
Industry. 


Fundamentally, industrial relations con- 
trol the welfare of koth community and 


bank. 
The mental attitude of the individual 


workman is the prime factor in indus- 
trial relations. 


Hence the need of practical education 
in industry to inculcate in the mind of 
the workman conservative views of 
capital and labor, to promote cordial 
relations between employer and em- 
ployee and to teach the workman the 
advantages to him of hearty coopera- 
tion, of diligent productivity, and of 
systematic thrift. 


Our broad experience in more than 
forty kinds of industry proves the 
necessity of applying this education in 
a manner which will definitely appeal 
to the workman, and which he will 
grasp, understand and believe. 


“‘The Employee’s Viewpoint is the 
Most Neglected Factor in Industry” 


SHERMAN SERVICE, Inc. 


Industrial Co-ordination—Production Engineering 


New York’ 
2 Rector Street 


Chicago 
208 So. La Salle!St. 
Philadelphia 
1011 Chestnut,St. 


Boston 
10 State St. 
St.' Louis 
314LNo. Broadway 
Cleveland 
Park Building 


Detroit 
First Nat’l Bank Bldg. 
Toronto 
10 Adelaide St. East 
Montreal 
Drummond Building 


This is Number One of a series of announcements published to convey a clearer knowledge 
of the value of cor dtalindustrial relations ‘0 employer, employee and the community. 


When writing to advertisers please mention the “Journal of the American Bankers Association,” 


The Condition of Business 


NY conscientious attempt to sum- 
A marize the developments of the 

past month in the field of busi- 

ness leads one inevitably into re- 
petition of the summary of the previous 
month or the month before that. It is 
clear that during practically the whole 
of the calendar year 1921 business has 
moved in a remarkably steady and con- 
tinuous upward swing. 

An interpretation of this movement is 
given in the Bulletin of the Cleveland 
Trust Company. 

“The business recovery of 1922 will 
probably be described in future text 
books on applied economics as being a 
thoroughtly typical period of revival im 
trade and industry. In much the same 
way that present volumes commonly 
refer to the crisis of 1907 as being one 
of the most representative examples of 
a period of financial panic and business 
decline, it now seems likely that future 
books will cite the upturn of 1922 as 
exemplifying business recovery. As the 
present year draws to a close it becomes 
increasingly clear that it has been a 
period of general and sustained busi- 
ness improvement that has run surpris- 
ingly true to form despite the hitherto 
unparalleled conditions of almost world- 
wide financial disorganization and politi- 
cal chaos which might have been ex- 
pected to affect it in unexpected and un- 
predictable ways. 


Previous Recoveries 


“The records of previous periods of 
business recovery show that they have 
started after serious depressions, when 
the prices of securities and commodities 
had suffered long declines, when indus- 
trial production was greatly restricted, 
and when interest rates were high, but 
falling. Under such conditions some im- 
provement takes place for the simple rea- 
son that in a period of business depres- 
sion consumption runs ahead of produc- 
tion, and as stocks of goods are used up 
there finally comes a time when they 
have to be replenished. 

“For such an initial period of improve- 
ment to develop into real recovery and 
finally in to prosperity, at least four con- 
ditions must exist simultaneously. These 
four essential factors are low interest 
rates, good crops, rising prices, and such 
conditions of labor supply, transporta- 
tion, and trade demand that manufac- 
turing can be carried on at a profit. 

“All these conditions exist at the close 
of 1922. Interest rates are relatively low. 
Crops are good. Prices are rising, and 
the reports of industrial firms show that 
profits are rapidly and generally replac- 
ing the losses that were being recorded 
only a few months ago. 

“The present prospects are that busi- 
ness will continue to increase in profit- 
able volume for some months to come. 
‘The duration of this period of prosper- 
ity cannot be definitely foretold. The 
time for business activity is here. It is 
the part of wisdom to take advantage 
of its opportunities, and to bear stead- 


fastly in mind the realization that later 
on it will decline as definitely as it has 
increased, and probably much more 
rapidly.” 


Statistics of the Month 


The specific developments in business 
and industry during November may be 
briefly listed as follows: 

Employment increased in 31 industries 
and decreased in only 12, according to 
the Department of Labor. 

Freight car loadings continued ahead 
of even the high figures of 1920. 

The rate of production of the follow- 
ing commodities showed marked in- 
creases: Anthracite Coal, Bituminous 
Coal, Pig Iron, Steel Ingots, Tin, Cotton 
Goods, Refined Sugar. The increases 
were almost surely extended to other 
ee for which figures are not yet avail- 
able. 

Awards of contracts for new building 
construction continued remarkably large 
for this season of the year. 

Cement shipments from the mills ex- 
ceeded all previous records. 

Exports from the United States 
amounting to $383,000,000 were the 
largest of any month this year. 

Wholesale and retail trade were heavy. 


Prices 


Accompanying the larger production 
and consumption of goods, prices con- 
tinued to rise. Copper, tin, cotton, wheat, 
corn and oats made new high price 
records for the year. 

The Department of Labor index num- 
ber of wholesale prices advanced 1.3 per 
cent. in November, reflecting largely the 
2A—Am. Bankrs. Ass’n 13-8-8 WJH 
rise in farm products. Prices of fuel 
continued to sag as shortage conditions 
have gradually become less acute. 

The retail price of food has risen, car- 
rying with it the index numbers of the 
cost of living. Retail clothing costs are 
also higher. 


These price advances ‘have called for. 


a larger volume of hand to hand cur- 
rency and in November the amount of 
money in circulation throughout the 
country increased $46,000,000. 


Agricultural Conditions 


The rise in prices of farm products 
during the last months of the year has 
increased the Department of Agricul- 
ture’s estimates of the total value of the 
year’s crops from slightly over $6,000,- 
000,000 in the late summer to $7,573,- 
000,000 in estimates based upon Decem- 
ber 1 prices. This is $1,843,000,000 larg- 
er than the value of last year’s crops 
computed at the same time of year. The 
corn crop alone is worth $700,000,000 
more than a year ago. ‘The increase in 
the value of this year’s total crop as 
compared with last year is due not alone 
to higher prices but also to larger out- 
put. The final estimates of the produc- 
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~Corn 


‘trade reviews have reported that steel 


tion of principal crops compare as fol- 
lows with 1921 figures: 


1921 1922 
(bu.) 3,069,000,000 2,891,000,000 
Winter Wheat (bu.) 600,000,000 586,000,000 
Spring Wheat (bu.) 215,000,000 270,000,000 


Oats (bu.) 1,078,000,000 1,215,000,000 
Potatoes (bu.) 362,000,000 415,000,000 
Hay (tons) 98,000,000 113,000,000 
Tobacco (lbs.) 1,070,000,000 1,325,000,000 
Cotton (bales) 7,954,000 9,964,000 


The larger return to the farmer on 
this year’s crop is partly offset by the 
fact that prices of the goods which the 
farmer has to buy have risen along with 
crop prices. The net result has been to 
leave the farmer better off than he has 
been for some months but not yet in pos- 
session of purchasing power equal to pre- 
war years. The latest monthly agricul- 
tural review by the Department of Agri- 
culture reports an abnormal movement 
of people away from farm towns during 
November. Observers still report a 
marked contrast in prosperity between 
the industrial centers, where active fac- 
tory operations and trade, good employ- 
ment conditions, and high wage rates 
prevail, and the rural districts, where the 
influence of low farm prices has been a 
predominating influence. 


World Wheat Crop 


A moderate surplus of wheat beyond 
the needs of the world is indicated by a 
recent review of the world wheat situa- 
tion by the International Institute of 
Agriculture at Rome. 

World production this year is placed 
at 2,932,000,000 bushels compared with 
2,967,000,000 last year. The world ex- 
port surplus beyond the needs for home 
consumption is estimated at 950,000,000 
bushels and the estimated requirements 
of importing countries are placed at 
923,000,000, leaving a net balance of 
27,000,000 above needs. 


Railroad Traffic 


A new high record for this time of 
year was made in the loadings of freight © 
cars on the railroads of the United 
States during November and early De- 
cember. For the six weeks ending De- 
cember 9 the number of cars loaded was — 
500,000 cars or nearly 10 per cent. larger — 
than in the previous high record period © 
of 1920. Loadings were about 30 per 
cent. larger than in the same period of © 
1920. | 

These heavy shipments represent 1 — 
part the heavy movement of coal to | 
make up for restricted shipments during | 
the summer because of the coal strike. 
But the increase reflects also a high rate 
of industrial activity which has gone on — 
increasing at a time of year when activ- 
ity usually slows down. : 

An illustration of this tendency 18 
found in the steel industry. The steel 


companies which had planned to shut 
down for Christmas week have now de- 
cided to resume production on the day 
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A Year’s Great Growth 
In Public Regard 
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The good Maxwell has wrought a revolution within its 
own sphere during the past year. 


In general public regard it has risen to heights of approval 
probably never accorded to any other car in a similar period. 


In the regard of its own public it has displaced all other 
claimants for first place. 


It has established itself beyond question as a quality product, 
offering in that respect, value so superior that the most 
casual observer immediately recognizes it. 


Wherever this conviction of greater value has thoroughly 
penetrated the public mind, it is outselling because it 
deserves to outsell. 


It is being judged and being awarded preference on the 
three great evidences of motor car value—manulacturing 
superiority, better performance and greater beauty. 


Thousands of owners have proven during these twelve 
months that in every essential of trustworthy construction, 
it surpasses the exterior excellence which makes everyone 
admit there is nothing on the market to compare with it. 


We have waited a year before telling these truths—waited for 
that spontaneous public recognition we knew was bound to 
come, and which is being accorded now in unstinted measure. 


You need not accept our assurances that the good Maxwell 
has come into its own. 


Your own eyes and ears will bear witness that it has brought 
about a realignment in public regard which is redounding 
everywhere to its great advantage. 


MAXWELL 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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after Christmas The statement is made 
by the trade that the seasonal slowing 
down in December will be less than in 
any year since 1917. This type of ac- 
tivity means heavy railroad traffic. 

In spite of heavy traffic the reported 
shortage of freight cars which assumed 
alarming proportions early this fall has 
gradually been reduced from 179,000 
cars on November 1 to 112,000 cars on 
December 1. This reduction reflects in 


part more efficient movement of traffic 
and repairs of bad order cars and loco- 
motives. The bad order cars on Decem- 
ber 1 amounted to about 10 per cent. of 
the total number of cars. This compares 
with 15 per cent. earlier in the year. 


Railroad Earnings 


Heavy traffic this fall has not yet af- 
fected the reported figures for railroad 
earnings. The October gross earnings 


Detroit Business Men 
are planning a big 1923 


To every part of the world their varied products will 
be shipped. Returning there will be a flow of credits. 


The First National Bank anticipated Detroit’s (the 
Fourth City) continued growth. It provided banking 
facilities occupying six entire floors, three half floors 
and three sub-basements in its own building covering 
a half acre of ground, that you may be served promptly 


and well in 1923. 


FIRST NATIONAL BANK 


D> sr Ount 


MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


as compared with October 1921 gross 
earnings show an increase of only $13, 
000,000 or 2.45 per cent., whereas traffic 
was about 7 per cent. heavier. Operat- 
ing expenses were $31,000,000 greater or 
7.8 per cent, than a year ago, expand- 
ing just about in proportion to addi- 
tional traffic. As a result of these two 
changes net earnings were $18,000,000 
less than in October 1921. 

Since a year ago freight rates have 
been cut but so also have wages. The 
high operating expenses probably reflect 
the effects of the summer’s strike and 
also a greater expenditure for mainte- 
nance than a year ago when every ex- 
penditure was cut toa minimum. How- 
ever the figures may be accounted for, 
the fact remains that the railroads are 
still falling considerably short of earn- 
ing a reasonable dividend. 


Volume of Building 


The building boom is continuing in 
the late months of the year. An esti- 
mate by the “Index” published by the 
Associated General Contractors of 
America places the building contract 
awards in 1922, in the 27 north-eastern 
states for which figures are reported by | 
the F. W. Dodge Co. at about 3% 
billions of dollars and further estimates 
that the total for the United States was 
4% billions. If we assume that the 
total income of the country this year is 
somewhere in the neighborhood of 70 
billions these figures mean that an 
amount equal to more than 6 per cent. of 
the national income is being spent this 
year for new construction. 

In general construction has gone on | 
most rapidly in industrial sections which | 
have recovered more rapidly from the | 
depression than agricultural districts. | 
The “Index” gives a distribution of new 
building by districts in the following | 
table. Building permit figures are quoted | 
as well as contracts. These figures are 
less inclusive in the kinds of building | 
which they include but are the only ones | 
covering southern and western districts. | 


Federal Reserve Millions of — 


District Dollars 
No. Reserve City Permits Contracts 
2 New York 559.4 720.8 
7 Chicago 322.0 534.8 
12 San Francisco 23358 
4 Cleveland 161.7 267.0 
3 Philadelphia 125.5 223.0 || 
5 Richmond 108.3 296.9 
1 Boston 95.3 247.3 
10 Kansas City 70.8 
6 Atlanta 54.8 
9 Minneapolis 53.0 78.7 
8 St. Louis 48.0 
11 Dallas 47.2 


Government Operations—Dec. 15. 


In the field of finance one of the most | 
interesting events of December was the | 
carrying through of large operations on | 
December 15 in connection with the gov- 
ernment debt. On that date the govern- 
ment was prepared to pay out one bil-— 
lion dollars. This sum was made up of | 
$700,000,000 Victory notes called for re- | 
demption, $200,000,000 redemption of | 
Certificates of Indebtedness, and $100,- | 
000,000 in interest payments. To make) 
these expenditures the government e€x-| 
pected to receive some $275,000,000 in 
taxes and offered for sale $700,000,000 
in Certificates of Indebtedness and short | 


erm notes, the latter bearing interest at 
ie] /2 per cent. 

The anticipation that the operation 
yould result in there being considerable 
ums of money available for reinvest- 
ment was an influence making for slight- 
y higher bond prices and lower call 
igoney tates. As a matter of fact 
iolders of Victory notes were very slow 
0 present their notes for redemption, 
iot more than half the $700,000,000 being 
resented by the 20th of the month. As 
ar as the money markets are concerned 
he whole affair was transacted with 
ardly a ripple, a tribute to the machin- 
ry now set up for handling government 
unds. 
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Sterling Exchange 


_The outstanding event in finance was 
4e rise of sterling exchange to a new 
igh point of $4.69, less than 5 per cent. 
elow par value and the highest quota- 
ion since 1919 shortly after the ex- 
hanges were unpegged. The high figure 
ras reached only for a day but the rate 
—emained well above $4.60. 
The gradual rise in sterling in the 
ast year, and particularly since the 
uiddle of November, is a reflection of 
_hanges in fundamental financial condi- 
ons in England. Temporary reasons 
or the advance apart from speculative 
afluences may be found in the comple- 
on on November 15 of the $100,000,000 
iterest payments to the United States, 
od in the normal seasonal slackening in 
je purchase of farm products in the 
_Inited States. 
_The more fundamental factors in the 
tuation are the changes in the United 
tates and England in those finauacial 
onditions which affect the value of 
-noney. Note circulation in England has 
en falling, while it has been rising in 
lis country. Similarly prices have been 
alling until recently in England while 
tey have been rising in the United 
tates. The result is a rise in the pur- 
jasing power of the pound as compared 
ith the dollar which is directly reflected 
tthe exchanges. The gradual recovery 
| British trade in the past two years 
as been another factor in influencing 
ie situation. 


{ 


World Shipping Situation 


_ In view of recent discussion of a ship 
tbsidy in the United States figures for 

_ e world shipping situation recently pub- 
shed by the London Stock Exchange 
azette are exceptionally interesting and 
structive. The Gazette quotes from 
e recently published Lloyds Register a 

‘ble showing the sea-going iron and 
eel ships owned by the principal mari- 
- ‘ne countries. 


—— Sl 


June, 1922. June, 1914. 
Tons gross Tons gross 


; nited Kingdom 19,053,000 18,877,000 


‘itish Dominions 2,201,000 1,407,000 
‘nerica (United States) 12,506,000 1,837,000 
48tria~Hungary nil 1,052,000 
enmark 944,000 768,000 
sance 3,303,000 1,918,000 
{rmany 1,783,000 5,098,000 
eece £53,000 820,000 
biland ~,613,000 1.471,000 
ly 2,600,000 1 428,000 
ee 3,325,000 1,642,000 
irway . 2,337,000 1,923,000 
sain 1,187,000 883,000 
veden i 996,000 992,000 
(her Countries 3,301,000 2,398,000 


| 
| World’s Total 


| 


56,802,000 42,514.000 


Since 1914 the total amount of sea- 
going steel tonnage has increased 14,000,- 
000 tons. Of this increase 11,000,000 was 
in ships owned by the United States. 
The shipping under our flag is now 7 
times as large as it was in 1914. The 
great bulk of this increase was in war- 
built fabricated steel freighters of mod- 
erate size. Asa result of this enormous 
Increase we now have a merchant ma- 
rine second only in size to that of Great 
Britain and nearly four times as large as 
the fleet of either Japan or France, the 
nearest competitors. If we take into 
consideration only such ships as are 
under ten years old we lead Great Bri- 
tain by a narrow margin. 

The problem facing the United States 
is that of operating without previous ex- 
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perience or trained personnel this enor- 
mous fleet in a period of exceptionally 
dificult conditions of world trade, in 
competition with nations of long experi- 
ence in shipping whose costs of opera- 
tion are much lower than ours. 

The type of competition may be 
gathered from the fact that although the 
English merchant fleet is now practical- 
ly no larger than before the war, consid- 
erable amounts of this shipping have 
lain idle during the past year for lack 
of cargoes. The dislocation of foreign 
exchanges, the diminished purchasing 
power of many countries and other fac- 
tors have resulted in the reduction of the 
total volume of world sea-borne trade by 
about one-fifth as compared with pre- 
war figures. 


LT) 


a 
Z 
4 
2 
z 
Ss 
= 
ul 
*s 


Millions of Piston Rings 


S:: LOUIS is the center of this industry, producing 

millions of these useful rings each year. The electric 
furnace here shown is the only one of its kind in the 
world used for making piston ring iron. It is part of 
the equipment of a St. Louis company that turns out 


70,000 piston rings per day. 


@, The Mercantile Trust Company, through its close, constant con- 
tact with St. Louis’ industrial and commercial life, has greatly helped 
the growth and prosperity of many such enterprises. We are es- 
pecially well qualified to serve individuals, banks and business 
concerns seeking St. Louis banking connections. Nine splendidly 
equipped departments insure satisfactory service. 


Banking 


Corporation 


yy 


Rerevve Lrrtem 
EIGHTH AND LOCUST 
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Real Estate Loan 
Bond Real Estate 
Public Relations 


Mercantile Ty: 


———— 
Member federal = 


Safe Deposit 
Savings 
Trust 


US. Government 
Jipervirion 
RK —-TO ST. CHARLES 
OUIS 


Capital and Surplus $10,000,000 


Character the Basis of Bank Credit 


Speakers Suggestions Issued by the Committee on Public Education American{Bankers Association 


Mystery Out of Banking,” you have 

been. told of a number of transac- 

tions that make upa part of the 
daily round of a bank’s work. These 
have revealed certain business ideals and 
business methods, standards of action, 
we might call them, which are adhered 
to both by the bank and by all who 
rightly use its services. You will recog- 
nize that the basis of all bank credit as 
well as all business credit is character. 


The Meaning of Credit 


In banking, the word “credit” has 
various meanings. We say banks deal 
in credit. For example, when you de- 
posit money, your account receives credit 
for the amount deposited, and the bank 
continues to owe you until you withdraw 
your money. Again, in business lan- 
guage, the bank extends “a line of credit” 
to a customer by agreeing. to lend him 
reasonable amounts whenever he needs 
money. When you borrow money on 
your note at the bank, you are granted 
credit because of your promise to re- 
pay. When you indorse the note of a 
friend who borrows money from the 
bank, the loan is made upon the joint 
credit of both; if your friend does not 
pay the note when due, you are required 
to pay it. When a railroad, a manufac- 
turing concern, a town, or a government 
issues bonds, it uses its credit. ‘Those 
who buy the bonds rely for repayment 
of their money, when the bonds mature, 
upon the maker’s credit standing and 
promise to pay. When a merchant buys 
goods without paying cash, at the time 
of purchase, credit is granted him. 
When goods are sold over the counter 
to a customer who carries a charge 
account, credit is granted. In both cases, 
credit is granted in the belief that later 
on the bills will be paid. Thus credit 
enters into all business, and particularly 
into the business of banking. Without 
credit, our present day business system 
could not exist. 


Credit implies confidence. Credit tran- 
sactions are possible only because people 
have confidence in each other, and con- 
fidence can exist only where good char- 
acter exists. Without good character, 
there is little chance of success in any 
business undertaking. The business man 
of strong character has fixed habits of 
honesty, industry, and thrift. Like Long- 
fellow’s “Village Blacksmith,” he can 
“look the whole world in the face.” He 
has nothing to conceal. When he needs 
the help of the bank, he presents to the 
banker all the facts concerning the fi- 
nancial situation, and, because he deals 
openly and frankly, he wins the banker’s 
confidence, and sound advice as to the 
right course to pursue. Bankers are in 
constant touch with the credit standing 
of local business concerns, and have 
much to do with their general reputation. 


I: former Talks on “Taking the 
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Every successful business man looks up- 
on his credit standing at the bank as 
a most valuable asset, and he maintains 
it by square dealing. He knows that the 
bank can help him in many ways to es- 
tablish.and maintain a good business and 
credit reputation. 

There is | truthi@im! “the old sadage: 
“honesty is the best policy.” It pays to 
be honest. Doubtless there are a few men 
who are honest in business largely be- 
cause it does pay, but most men are suc- 
cessful in their business and in their 
lives, because there characters are built 
on the policy of honesty and industry. 

A man must pay what he owes. If 
he refuses to pay his debts, it soon be- 
comes known that he is not of good 
character, and is not worthy of con- 
fidence. Those from whom he would 
buy, refuse to trust him. The bank de- 
clines to grant him credit. Then come 
business failure and a long up-hill fight 
to get on his feet again, and to live down 
the mistakes and dishonor of the past. 
The habit of honesty should be formed 
early in life, and adhered to under every 
circumstance. Make it your fixed pur- 
pose never to contract a debt that you are 
not reasonably sure of being able to pay. 


Good Management 


Honesty is not the only factor in- 
volved in credit. One may be extremely 
careful to keep promises or agreements, 
and yet may not deserve credit at the 
bank. Here, for instance, is Mr. Jones, 
a man of forty, of excellent morals, who 
has enjoyed a fair income for many 
years, and who now sees an opportunity 
to purchase a business for himself. He 
requires financial assistance. He calls 
on a banker, who has known him for a 
long time, and asks how he may obtain 
the necessary credit. The banker in- 
quires as to the nature of the business, 
what the cost will be to purchase it, and 
what Mr. Jones can command in ready 
money, or other resources. The banker 
learns that Mr. Jones, at the age of 
forty, has no money, or property of his 
own. It is clear to the banker that Mr. 
Jones lacks the ability to manage wisely 
his affairs. He has not had enough de- 
termination and strength of character to 
save money. He has not learned to 
adapt his expenses to his income, and so 
has not yet proved that he could make 
financial progress, even under more 
favorable circumstances. Moreover, it 
is usually true that, if men do not in- 
vest some of their own money, that is, 
have an interest in the business they take 
up, they lack incentive, and become 
easily discouraged. The business lags 
and eventually fails, in which case those 
who have provided the capital for it lose 
their investment. The banker knows 
that it would not be wise for anyone to 
assume such a financial risk, and Mr. 
Jones probably finds that the bank can 
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do nothing for him. He must give up 
his opportunity to some one else who. 
has saved money. 


Banks are public servants but that does 
not place them under obligation to serve 
those who are unfair in their business. 
dealings or who are lacking personally in 
the great principles underlying oppor- 
tunity. Therefore, to be known as a 
careful and thrifty person is the best as- 
surance that the bank will extend finan- 
cial help when it is needed. 


How essential it is that each of us. 
cultivates the habit of saving! On 
every hand we see reckless waste. It is. 
not always easy to practice thrift, but 
such practice leads to success. The abil- 
ity to save money, even in a small way, 
has much to do with future business 
success and prosperity. Some one has 
said, “Opportunity does business on a 
strictly cash basis. She smiles upon 
those with a bank account, and laughs 
at those without one.” 


Mistaken Ideas About Owing 


Many people who are unfamiliar with 
business think that one should shun con- | 
tracting a debt, as one would shun an 
attack of malaria. They fail to dis-— 
tinguish between contracting wise and 
unwise debts. It is desirable and wise to | 
use one’s credit, that is, go into debt | 
for the purchase of a home, because. 
such a debt encourages the family to | 
save and to live on a sound basis. The | 
earnest young student should, if neces-_ 
sary, borrow a reasonable amount of 
money to complete his education. This 
is an investment in personal ability, and | 
will pay dividends in greater success. | 
Another wise use of credit is to borrow | 
for the purpose of buying good bonds. | 
Suppose you desire to buy a Liberty | 
bond for $100. You can pay $20 down, 
borrow $80 from the bank, and pay | 
this latter amount out of savings. Such | 
a debt would be regarded as a wise in- | 
vestment, and would help you to finan- | 
cial success, because you would save, in 
order to pay the amount borrowed. | 
Many a prosperous business man began | 
his fortune with such accumulations. 

There are circumstances, however, un- | 
der which one should never borrow 
money. Never incur a debt in a specu-— 
lative venture. Many people become af- 
flicted with the “get-rich-quick” fever. 
In their attempt to gain sudden wealth, 
they invest not only their own money, 
but often that borrowed from others. 
Beware of the lust for easy money! 
mh the people who speculate, 95 per cent. 
ose. 

Neither should debts be incurred for 
the purchase of pleasure-giving posses- 
sions. Such debts are an abuse of the. 
charge account. They are millstones 
around the necks of countless families. | 
The person who lives beyond his m- | 
come, is destroying the very rock upon 

eae. | 
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which his future success must be built. 
Life’s success rests on the principles 
of character. ‘Every good tree bring- 
eth forth good fruit, but a corrupt tree 
bringeth forth evil fruit.’ If we form 
unwise habits, we shall be as the cor- 
rupt tree which is hewn down. If we 
form wise habits, we shall be as the good 
tree, and enjoy happiness and prosperity. 


_ Character in Bank Management 


The progressive bank adheres to the 
same standards that are expected of its 
patrons. Because it is well managed, it 
commands the confidence of its custo- 
mers. Its business methods are beyond 
reproach. It excludes business of 
| doubtiul reputation. It has no part in 


| the feverish struggle for sudden wealth, 


but holds steadily to those sound stand- 
ards well known to all successful men 
of affairs. Well-managed banks are re- 


‘garded with great respect, and they as- 
sume a place of ever increasing import- 


‘ance in the business life of the commun- 


ity. With the bank, as with the indi- 


‘vidual, success is a matter of character 
‘and capable management. 


a) 


Need for Banking Education 


Some thoughtless people criticize 


banks, because they do not make loans 


more freely. It must be remembered 
that the bank whose business it is to re- 
‘ceive deposits, as well as to grant loans, 


stands chiefly as a trustee of the money 


belonging to its depositors. It has the 
care and control of their funds, and 
must so hold and invest these as to in- 
sure their return, upon demand, to the 
depositor. Aside from the safeguards 
thrown about bank deposits by law, such 
as the required legal reserve referred 
to in a previous talk, and regular exam- 
inations of all banks by either the Fed- 
eral, or State Banking Commissioners, 
the banker’s judgment and experience 
must dictate the course to be followed 
by his bank. He must know when to 
2xpand his loans, and when to curtail 
them. Being human, bankers also make 
mistakes of judgment. As a rule, they 
are men of high business integrity, eager 
‘o serve their communities; men who de- 
serve public confidence and good will. 
When the public thoroughly understands 
the workings, and services of the bank, 
sreater benefits will be derived by the 
community and by our country as a 
whole. 


American and Canadian Bankers 
to Confer 

_ American and Canadian bankers will 
neet in conference in Montreal, Febru- 
ity 5, to discuss business, banking and 
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One Second Service 
FOR YOUR PATRONS 


FE 


One Key 
One Finger 
One Second 


Pay Coins 
In Any Amount 
Desired 


Standardized by Dankers Everywhere 


Because—One Second Service in handling coin has become the 
rule in modern banking among twenty-six thousand Brandt users 
and endorsers. 


But one step is necessary in paying coin with the Brandt, that is, Press 
Only One Key. Its speed is instantaneous. There is no complicated building 
up—no mental calculations to make—no coins to select, pick up or recount. 
Pressing One Key with One Finger in One Second’completes the transaction. 


The coupon invites you to request our FREE booklet, ““When Minutes Mean 
Dollars.” Ask your secretary to mail it today. 


BRANDT AUTOMATIC CASHIER 


Serving Bankers, Retailers, Paymasters 


_----.----Brandt Manufacturing Company--------. 


Executive Office and Factory, Watertown, Wisconsin 


Send copy of booklet, ‘‘When Minutes Mean Dollars” 


er economic questions of common in- 
eres to the Dominion and the United 
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tates. N 
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here as guests of the Canadian Associ- 
‘tion, 


we STATE BANK DIVISION 


Cooperative Marketing Association Conference 


Conference of Farmers Coopera- 

tive Marketing Associations held 
at Washington, December 14, 15, and 
16. The President of the United States 
sent a letter of greeting in which he 
_commended the principle of co-operative 
marketing and the practical results thus 
far obtained. Similar sentiments were 
expressed in addresses made by the 
Secretary of Agriculture, the Secretary 
of Commerce, and Hon. Adolph C. Miller 
of the Federal Reserve Board. Repre- 
sentatives of the Farm Bureau Federa- 
tion, the Farmers Union and the Grange 
likewise expressed approval of the co- 
operative marketing movement and 
promised the moral support of their re- 
spective organizations. The spirit of 
the meeting was in accordance with the 
program of the State Bank Division 
and the Agricultural Commission of the 
American Bankers Association. 


B USINESS was the key-note of the 


Sentiment in Resolutions 


Among the resolutions adopted by 
the conference were the following: 

Urging the Interstate Commerce 
Commission to hold a hearing for the 
purpose of opening the whole question 
of revision of the rates with a view of 
lessening rates on primary commodi- 
ties ; 

Expressing the hope that agricultural 
colleges and Federal and state depart- 
ments of agriculture would create more 
adequate facilities for research work 
in and the teaching of co-operative mar- 
keting; : 

Urging Congress to continue agri- 
cultural inquiries. ‘ 

A special committee on merchandis- 
ing pointed out in a series of resolu- 


THE $100 ACCOUNT 


It is estimated that the cost to a bank 
of the average small account including 
the free furnishing of check books, pass 
books etc., is over $6 a year, and there- 
- fore, accounts averaging $100 or less 
are a loss to a bank as well as some un- 
usually active accounts averaging under 
$200. 

Some banks do not accept accounts 
under $300 and some of the larger banks 
even decline accounts under $500. In 
the smaller cities, though, accounts as 
low as $100 are usually accepted and 
some banks carry accounts under $100 
without charge, as a matter of good 
will. 

It is believed, however, that if those 
banks which carry accounts under $100 


tions that many imported goods do not 
conform to American standards of pro- 
duction and packing, making it im- 
possible for the consumer in many in- 
stances to distinguish by exterior ap- 
pearance either the good qualities or 
defects of such foreign goods. This 
committee urged that all containers for- 
foreign agricultural products be con- 
spicuously marked in English to indi- 
cate (a) name and origin of contents 
(b) country of origin, (c) date of 
original packing, and that in the event 
of repacking the new container shall 
bear the same information as displayed 
on the imported container. 


‘Rural Credits 


The sentiment of the Conference on 
the subject of rural credits was ex- 
pressed in resolutions as follows: 


“That this National Council announces as a 
general policy that the primary reliance of 
the farmer for credits for production or for 
marketing should be upon the local banker; 
and that under normal conditions, the local 
banker is likely to meet the greater part of 
such needs. 

“That the Federal Reserve system should 
be modified so as to meet the special require- 
ments of farm credits and to permit -the 
financing of farmers and farmers’ co-operative 
marketing associations conveniently and ef- 
ficiently through normal banking channels. 

“That such modification involve primarily 
the extension of the maturity of agricultural 
paper to a maximum limit of nine months; 
with the fixing of co-operative marketing for 
loans on such agricultural paper to any one 
co-operative marketing association to be fixed 
as 50 per cent. of the capital and surplus of 
banks, members of the Federal Reserve system, 
subject to the State laws wherever applicable; 
and that encouragement and inducement be 
made to have more state banks exercise the 
privilege of membership in the Federal Re- 
serve system. 

“That adequate opportunity be presented 
for the creation of agricultural credit  cor- 


as a matter of good will, brought to the 
attention of their depositors that such 
accounts were an expense to the bank, 
many of them would carry more ade- 
quate balances, as the average person 
wishes to pay his way. 


_°The largest Italian contract awarded 
m years, amounting to $13,000,000, was 
secured for an American firm through 
the help of the Rome office of the United 
States Bureau of Foreign & Domestic 
Commerce. The rights of American 
shippers of goods valued at $68,000,000 
to $80,000,000, caught in the port conges- 
tion in Cuba, were successfully safe- 
guarded through the aid of the Bureau’s 
Havana representative. The Vienna office 
enabled an American concern to obtain 


an order for $1,500,000, and the Madrid 
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porations with sufficient minimum capital to 
purchase or discount ordinary agricultural 
paper with a maximum maturity paper of nine 
months and livestock paper with a maturity of 
not more than three years; with re-discount 
corporations adequately capitalized to  pur- 
chase such paper from agricultural credit cor- 
porations, with the privilege of re-discounting 
any such paper, with its indorsement, through 
Federal Reserve system. 

“That the maximum basis of loans from 
Farm Loan Banks be raised from $10,000 to 
$25,000. 

“That a Farm Credits Department in the 
Federal Land Banks be set up in each of the 
Land Banks with a capital of $5,000,000, mak- 
ing a total of $60,000,000 capitalized, against 
which credits may be issued to the extent of 
approximately $600,000,000; and that_ these 

arm Credits Departments of the Federal 
Farm Banks be authorized to discount or pur- 


chase agricultural paper in a broad sense and 


to make loans or advances directly to co- 
operative marketing associations and agri- 
cultural co-operative credit organizations. 
“That the right of the Federal Land Bank 
to purchase production credits shall.be limited 
to production credits where the note of the in- 
dividual is indorsed by the co-operative credit 
association; or is secured by a chattel mort- 
gage on implements or animals or both, and 
indorsed by the local banks, or where the 
note or draft itself is made by a co-operative 
credit association or producers, and that any 
Federal Land Bank may exercise any of the 


powers herein granted in any section or dis- 


trict of the United States.” 


Permanent Organization 


A committee of fifteen was appoint- 
ed to consider a permanent organization 
of Farmers Co-operative Marketing As- 
sociations. The purpose and scope of 
such organization are to consider and 
handle problems that are common to 
and directly affect co-operative market- 
ing associations which will not parallel 
or overlap the activities of any other 
farm organization, but will act as a 
mouthpiece for the cooperative market- 
ing associations, and maintain contact 
with the Department of Agriculture and 
the Department of Commerce. 


office saved for American exporters con- 


tracts in Spain covering 100,000 tons of - 


wheat. 


Guy Emerson has been elected a vice- 
president of the Bankers Trust Company 
of New York. Mr. Emerson has been 
for six years vice-president of the Na- 
tional Bank of Commerce in New York, 
from which he resigned on January 1, 
1923. During the war, he was Vice- 


Chairman of the Liberty Loan organiza- 


tion and Director of War Savings in the 
Second Federal Reserve District. Mr. 
Emerson is a graduate of Harvard Col- 
lege and Harvard Law School, and he 
spent four years in the Treasury Depart- 
ment at Washington. 


Welch Walker has been appointed an 


Assistant Treasurer of the Guaranty 


Trust Company of New York. g 


_ 
2 


January, 1923 


ll 


ys 


| 


A 


= 


a 


Thoma 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


Minds Foeused o 


New Business 


“) Pleas Bankers Service man brings you the concentrated 
thought of many minds focused on new business. He 
does not pretend to any knowledge of how to run your bank, 
nor does he claim any infallible solution of its new customer 
problem. 


He is not a mere salesman, but a trained investigator and 


adviser in bank development, and if you have the time and. 


mC 


the inclination to discuss your new business problems with — 


him, both your Bank and our organization will reap definite 
benefits. 


The present standing and abilities of the Bankers Service 
Corporation are the result of fourteen years’ contact with 
Bankers like yourself,‘involving the continuous study of 
individual problems and the steady handling of individual 
conditions. 


Representatives of this organization have all this behind 
them, and they can be of definite service to your Bank, pro- 
vided they have its actual present day conditions before them. 


Bankers Service Corporation 


19 and 21 Warren Street ; 


New York City Ab 
; 
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When writing to advertisers please mention the “Journal of the American Bankers Association.” 


7 


¢ 


Bankers 
Service 
& Corporation 

7? 19-21 Warren St., 

7 New York City 

7 Gentlemen:—Without 

OFFICERS . ¢ obligation on our part, 

Carlisle H. Baldwin, Chairman of the Board ? you may submit suggestions 


Robert B. Nisbet, Jr., President G. Prather Knapp, Vice-President ? . 
Robert Greig, 1st Vice-President Mark A. Hanna, Vice-President 7 this Bank. Very truly yours, 
Harry C. Graham, Vice-President J. V. Virgin, Asst. Secretary 

George J. Bailey, Vice-President George F. Taylor, Treasurer 4 , 

s L. Farrar, Vice-President George T. Kimball, Asst. Treas. 7 TBS RTE eects ithe acetate be aeioye 6 A a eae roe 
W. A. Leonard, Vice-President 
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To Co-operate with Committee on Public Education 


URING the recent Convention of 
D the American Library Association 

President Puelicher, of the 

American Bankers Association, 
said in the course of an address: 

“A list of books on national and inter- 
national affairs could be placed in the 
pass book of the business man. A list 
of books concerning modern accountancy, 
business law and practice could be given 
out with the accountant’s pass book, 
while a list on composition and letter 
writing might be handed the stenograph- 
er. At the savings window, lists of books 
on literature could be distributed and 
lists of miscellaneous books might be 
inclosed with the monthly statement. 

“The intelligence test during the war 
showed much illiteracy. It aroused 
many to serious thought. It made many 
feel that they had not properly supported 
the public school systems. It showed 
that the ills of America were largely 
economic. The fact that the banker and 
the teacher had often co-operated, the 
teacher in speaking before banker’s con- 
ventions, the banker in serving on school 
boards, brought forth the idea that maybe 
the banker could further aid the teacher.” 

The American Library Association is 
co-operating with the American Bankers 
Association in an endeavor to carry 


the general principles of banking and 
economics to the people of the Nation. 
Recently the following resolution was 
adopted by the Milwaukee Clearing 
House Association. 


The Denver Clearing House 
Association is the latest to adopt 
the Clearing House System of 
Examination. A number of 
other cities have this matter un- 
der consideration and in all 
probability will adopt the exam- 
iner system within the next few 
months. 


DENVER, COLORADO. 
Population 256,491 
NUMBER OF BANKS IN CITY. 
National Banks Ae ud Gl t8) 
State Banks and Trust Com- 

panies 


Total te. la ee eee 
TOTAL BANKING FIGURES 
FOR CITY. 

11,637,000 
9,245,000 
143,711,000 


Capital 
Surplus 
Deposits 


“The Clearing House Association of 
Milwaukee has noted with satisfaction the 
proposal of the American Library As- 
sociation to induce its members to fur- 
nish regularly to banks lists of the best 
books on topics of national and interna- 
tional interest and lists of books dealing 
with modern accountancy, business law 
and similar topics of interest to the com- 
ing generation of business men, 


“This Association, therefore, urges its — 


members to assist in the distribution of 
these lists to be furnished by the librar- 
ian by placing them in the monthly state- 
ments, in pass books, and using them in 


such other ways as may seem efficacious. — 


“Tt is believed that the banks in this 
manner will be taking still another step 
in the furthering of sound economic edu- 
cation of our people.” 


“The secretary of the Clearing House © 


Section has sent a special letter to the 
managers of all clearing houses asking 
them to adopt a resolution similar to the 
one adopted by the Milwaukee Clearing 
House Association. It is believed that 


the local librarian in every city will be | 
glad to co-operate with the local clearing — 
house by furnishing a complete list of | 


books and a sufficient number of the 
library slips to the member banks to be 
distributed to their patrons. 


Business in the Fifth District 


By GEO. J. SEAY 


Governor_Federal Reserve Bank of Richmond 


cate a greatly strengthened posi- 

tion on the part of the banks gen- 

erally in the Fifth Federal Re- 
serve District. There are, of course, ex- 
ceptions, chiefly among the country 
banks; the improvement is particularly 
noticeable with city banks. 

Debits to individual accounts in re- 
porting banks, representing the volume 
of commercial transactions by means of 
checks, indicate a larger volume of 
business in the closing months of the 
year in comparison with last year. The 
failure record shows some improvement. 
There is little or no unemployment in 
this District. Building operations con- 
tinue in record-breaking volume, but 
there has been a notable increase in con- 
struction costs during the year. Retail 
trade is in increased volume in compari- 
son with last year. The textile mills of 
the District are quite fully occupied and 
some mills are running night and day. 
Tobacco factories are busy and in some 


Rivers which come to us indi- 


cases are finding it difficult to secure 
sufficient labor. The tobacco crop of the 
district is considerably larger than that 
of last year and has brought better 
prices. 


The increase in the price of both cot- 
ton and tobacco in comparison with last 
year has been very helpful. North Car- 
olina was fortunate in producing one of 
her largest crops of cotton, but in South 
Carolina the crop suffered from unsea- 
sonable weather in the spring, and later 
in the season, from widespread and seri- 
ous ravages of the boll weevil. 

The boll weevil is a grave menace not 
only in the two chief cotton-producing 
states in this district, North and South 
Carolina, but elsewhere in the south. 
The whole country would, of course, 
feel the injurious effect of a succession 
of short crops of cotton. In the opinion 
of intelligent, practical and experienced 
men a remedy for the boll weevil has 
been found in calcium arsenate, but a 
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shortage in the supply confronts cotton | 


growers, and it will require an active | 
campaign to induce all cotton growers to © 


apply the remedy, and unless it is ap- | 
plied by all growers, it cannot be made | 


effective in a general sense. 
Indications (Dec. 22) are that we shall 


enter the New Year with prospects of an | 


increased and sustained volume of busi- 
ness. 


upon production, and it may likewise in- 


crease the cost of production and con- | 


struction, which in itself may also tend 
to check the growing volume of business. 


The public has heretofore given a con- | 


vincing demonstration that prices, 


whether influenced by cost of produc- | 


tion or other causes, will govern con-— 
sumption. It appears that these two 
factors need to be most carefully con-— 
sidered and watched, and that upon them 


will depend to a considerable extent the | 


course of business. 


a 


A limit to the supply of manual | 
labor may place an automatic check | 
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THE SAFE-GUARD CHECK WRITER—!00% Protection 


THIS ISTHE ONLY 
MACHINE THAT 


Will Protect ALL the 

Essential Parts of Your 

Check—The Paying Line 

—The Payee’s Name— 

The Numerals—and Will 

Prevent Dangerous Two- 
Line Checks. 


PAY TO THE oA 
@ Sa Po NINEEV ESOL 


B.CAREFUL SONS 


Equipped with Automatic 


Self-Inking Device Unless You Use This Double Lock System Your Bank Account is at the Mercy of the 


Check Manipulator. 


Write for further details resarding THE SAFE-GUARD CHECK WRITER CO., Inc. -  3,3EKMAN_ST. 


LITTLE GIANT 


Member American Bankers Association pie sees PANK DIRECTOR 
PAN NK ATO j oe . Sarr. 

: ’ SAN | /\ MEN havctnice. 

Put the above sign on the win- SAME) a cayy somi-stecl casting 
dows of your bank and under Se ESS tomno city. re i! se 
R 5s ‘ oe _ They bring local, as we as tour- 
your newspaper advertisements. Ae = EnES the tenn 
: 5 : ; : : a4 _ points on highways entering your 
It will help the Association and “they are fumishol with any leering. died ee also be supplied for mer- 

likewise help yourself. chants or any other class of business. 


LITTLE GIANT COMPANY 
239 Rock St. Established 1876 Mankato, Minn., U.S. 


ed 


NO ORDER TOO LARGE AND NONE TOO SMALL 
FOR OUR PAINSTAKING ATTENTION 


ty 


AMERICAN BANK SUPPLY Co. 


OPERATED AND CONTROLLED BY 
THORNTON-LEVEY CO. 


BANK OUTFITTERS 


INDIANAPOLIS, INDIANA 
200 GENUINE LEATHEROID PASS BOOKS FOR $7.75 


A most attractive book, printed especially for 
your bank, and containing twenty-four pages. Let us send you 
a complete specimen, without cost. Ask for our No. 13 Pass Book. 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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The World’s Safest 
Bank Checks 


because—They are made of the World’s best 
safety paper. 


because—They are insured in the Hartford 
Accident & Indemnity Co. for $1,000.00 
against loss through fraudulent or felonious 
alterations. 


because—They are protected by the service of 
The William J. Burns International Detective 
Agency, Inc. 


Give your depositors this sure protection— 


Write us for further information 


Conyright 1921 by 
Bankers Supply Ca 


Detective 
Protection 


The Bankers Supply Company 
The Largest Manufacturers of Bank Checks in the World 

NEW YORK CHICAGO DENVER 

ATLANTA DES MOINES SAN FRANCISCO 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 


Longer Credits 


20 by the Federal Reserve Board 

makes agricultural paper eligible 

for six months rediscounting (in- 
stead of three) and is a direct aid to co- 
operative marketing. 


\ RULING announced on December 


Bankers acceptances of six months 
maturity drawn by growers of staple 
agricultural products or co-operative 
marketing associations under the ruling 
now become eligible for purchase or re- 
discount by the Federal Reserve Banks. 
The acceptances must be secured by 
warehouse receipts covering the products 
against which the acceptances are drawn. 
Six months is the longest period allow- 
able under the law as it now stands. In 
an explanatory statement issued with 
this important announcement the Board 
pointed out that several kinds of bor- 
rowings are involved. : 


“If the grower desires to do the bor- 
rowing himself.” says the Board state- 
ment, “he can draw a draft on the co- 
operative association at the time he de- 
livers his crop. the association accepting 
it. He then discounts the draft at his 
local bank, which under the ruling may 
rediscount it at a Federal Reserve bank 
as agricultural paper with a maturity up 
to six months. 


“Tf the association itself wishes to 
borrow directly from a bank in order to 
make payments to the growers who are 
its members, its notes are eligible for re- 
discount, but the board has held that un- 
der the existing law such notes are com- | 
mercial notes, the maturity of which | 
must not exceed ninety days because the 
nroceeds of such notes are used for the 
commercial purnose of buving the com- | 
modities from the growers. | 


“This ruling has rightly been regarded 
as a very liberal one, and will greatly 
facilitate the operations of co-operative 
associations. It is based upon the prin- 
ciple long recognized by the board that | 
the carrying of agricultural products — 
for such periods as are reasonably neces- | 
sary in order to accomplish orderly mar- 
keting is a legitimate and necessary step 
incident to normal distribution. ‘| 


“The board points out, however, that 
there is a distinction between carrying 
productions for such purposes as are 
reasonably necessary and mere specula- | 
tive withholding from the market in the | 
hope of obtaining higher prices. Under | 
the Federal Reserve Act paper drawn to 
finance speculation is ineligible for re- 
discount. 


“The Reserve Board also points out — 
that in determining whether or not an — 
association is engaged in orderly market- — 
ing rather than speculative holding it 
is not improper to take into considera- 
tion the fact that each crop must ordi- 
narily support the market until the next 
crop is harvested.” = : 
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any losses to banks are the results of carelessness, and indifference 
to warnings. 


Exar. 


Use the box printed below and add to your 
bank’s protection 


PROTECTIVE DEPARTMENT 


JOURNAL 


Oo: Fite 


AMERICAN BANKBRS: 
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ASSOCIATI 


SECTION TWO 


Preventive Measures 
by 
William J. Burns 


Catirornia, Los ANGELES.—I. N. Van Nuys Building. 
CALIFORNIA, SAN Francisco.—First National Bank Build- 


ing. 
Conorapo, Denver.—421 Cooper Building. 
District OF CoLUMBIA, ASHINGTON.—500 

Building. 
Fioripa, Mrami1.—11-12 Moe keg Building. 
Georcia, ATLANTA.—921-22 ealey Building. 
Intinois, Curcaco.—1050 Otis Building. _ 
Iowa, Des Moines—609 Observatory Building. 
Lours1ana, NEW ORLEANS.—930-932 New Hibernia Bank 

Building. 
MARYLAND, Battimore.—Fidelity Building. 
MassacHUSETTS, Boston.—201 evonshire Street. 
Micuican, Detroir.—Dime Savings Bank Building. 
Minnesota, MinNEAPOLIS.—McKnight Building. 
Missouri, Kansas City.—Ridge Arcade Building. 
Missouri, St. Louis.—Railway Exchange Building. 
New York, BurraLo.—D. S. Morgan Building. 
New York, New Yorx.—Woolworth Building. — 
Ouro, CincinnaTI.—1012 Keiths Theatre Building. 
Ox10, CLEVELAND.—Swetland Building. 


Southern 
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OFFICES OF THE WILLIAM J. BURNS INTERNATIONAL DETECTIVE ‘AGENCY, 


Contents Noted By 
President 


| Vice President... 


C@asiiereen 
Assistant Cashier.... 
Paying Teller 
Receiving Teller 


INC. 


OxiaHoMa, Oxtanoma City.—908 Colcord Building. 
Orecon, PortLanp.—Yeon Building. 
PENNSYLVANIA, FHILADELPHIA.—Widener Building. 
PENNSYLVANIA, PittssBurGH.—Commonwealth Building. 
SoutH Dakota, MitcHELL.—30-34 Commercial Bank Build- 


ing. 

Tennessez, Mempuis.—Bank of Commerce and Trust 
Building. 

Texas, Datias.—Dallas County Bank Building. 

Texas, Houston.—Union National Bank Building. 

Texas, San AnToN1o.—Gunter Building. 

Urtaun, Sart Laxe City.—301-302 Tribune Building. 

VIRGINIA, RicuMOND.—Virginia Railway and Power Build- 
ing. 

WasuHINGTON, SeaTTLE.—l,. C. Smith Building. 

WasHINnGTON, SPOKANE.—Old National Bank Building. 


FOREIGN OFFICES OF THE WILLIAM J. BURNS 
INTERNATIONAL DETECTIVE AGENCY, INC. 


CanapA, MontREAL.—Transportation Building. 
CanapA, VANCOUVER.—605 Vancouver Block. 
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Checking Crime Before Its Inception 


By WILLIAM J. BURNS 


Director, Bureau of Investigation, U. S. Dept. of Justice E 


interest to me for many years. In fact, I have always 
been a strong advocate of checking crime before its 
inception and not afterwards. 

It is an easy matter to sit back and devise ways and 
means by which one could offset attacks by certain types of 
swindlers, but the main feature is to see that they are applied. 
This is the weak point, we must depend upon the co-operation 
of the parties that we intend to aid, and unless they lend 
their assistance by applying the right measure at the proper 
time, all of our work goes for naught. 


4 Pe subject of preventive measures has been of great 


vent such a loss. Make it a rule for all of your employees 
not to honor any check drawn on an out of town bank, unless 
the check bears the guarantee endorsement of one of your 
reputable customers. The check should be taken for collec- 
tion and sufficient time should be allowed for the check to 
reach its destination and be paid by the depository bank. 
If every banker would insist that this rule be carried out to 
the letter, the enormous losses charged up to this type of 
fraud could be done away with and the swindlers compelled 
to seek other channels of attack. 

The art of raising checks has just about become a back 


The Protective Committee 
has for many years been 
applying Preventive Meas- 
ures to aid the members of 
the American’ Bankrs Asso- 
ciation, and in consequence 
has gone to considerable 
labor and expense to pub- 
lish each month this Supple- 
ment to the JouRNAL, and 
also send out supplementary 
warnings. During the month 
the committee’s detective 
agents gather data on the op- 
erations of a few swindlers 
that are believed most dan- 
gerous. The various meth- 
ods are then written up in 
a brief and concise manner. 
Each step of the operation 
is shown and the members 


are warned to be on their. 


guard. It would be surpris- 
ing to see how often mem- 


“IT have watched payrolls amounting to thou- 
sands of dollars leave the large banks in the cus- 
tody of an official or trusted employee, who is 
flanked on each side by uniformed guards. Why 
they do not carry a sign reading “This is a pay- 
roll, you are welcome to it,” I cannot understand. 
The criminals call this “traveling with a brass 
band,” and they are about right. My suggestion 
is, never deliver a payroll with a uniformed guard, 
Plain Clothes Men should always be employed. 

“When two plain clothes men are used to guard 
a messenger they take up positions on each side 


of the man who is carrying the money and they 


believe that they are affording protection. They 
are playing into the hands of the bandits and 
making it possible for them to spring that ele- 
ment of surprise, whereas if one of the guards 
walked at the side of the official and the other 
twenty-five or more feet behind, the bandits 
would be placed at a disadvantage and instead 
of the bandits springing the surprise the tables 
would be turned and the lone guard would hold 


number. At one time the 
authorities experienced con- 
siderable difficulty in deal-. 
ing with criminals of this 
class. The results were that 
inventive people got busy 
and we now have preventive 
measures, consisting of check 
writers, safety paper and 
other safeguards too numer- 
ous to mention, that makes 
it almost too dangerous to. 
attempt to alter a private 
obligation. Still there are 
a few “Doubting Thomases” 
who persist in refusing to. 
keep up with the times and 
are still using the old an- 
tiquated method of issuing 
cashier’s checks on plain: 
hard white paper, filled in 
with the cheapest of inks, | 
In delaying the use of up-to- | 
date methods, these bankers — 


ber-banks are victimized by 
the very criminal that they 
have been warned against, 
simply for the reason that 
the publication was not given the attention that it should have 
had. 

Inasmuch as the Protective Committee deems it necessary 
to go to the trouble to prepare this collection of warning 
articles and only prints the “Modus Operandi” of the most 
dangerous operators, I feel that my readers should take 
advantage of the opportunity and make it one of the rules 
of the employees that each man who comes in contact with 
the public be strongly urged to read the articles appearing in 
the JouRNAL SuPPLEMENT. In doing this, they would be pre- 
pared to cope with a man who might endeavor to work-one 
of the schemes, and thereby save their institution from a loss. 

One of the easiest ways to secure money from a bank is 
by the “Uncollected Item” method. This condition should not 
exist, as you must admit that paying out funds to strangers 
on checks drawn on distant banks, before returns have been 
made on them, is very poor banking practice. The losses 


brought about by this manner of attack amount to thousands - 


of dollars yearly, however, it is a very simple matter to pre- 


the upper hand.”—William J. Burns 


are tempting the criminals | 
and sooner or later they are | 
going to be listed gamong | 
those that have been victim- 
ized by an altered check. Your supply of checks when depleted 
should be replenished with up-to-date safety paper, and a late | 
model of one of the many “check writers” should be placed in 
use. ) 

Carelessness on the part of bank officials and employees — 
plays a big part in the operations of a clique of criminals | 
known as sneak thieves. As long as bank employees and 
officials will persist in forgetting that securities are valuaple 
and leave them in reach of the public they are sure to have | : 
losses. No doubt while you are reading this article there are | 
on your desk several thousands of dollars in Liberty bonds, 
lying within easy reach of any one who might chance to pass” 
by. Furthermore, I venture to say that since these bonds | 
have been on your desk you have been away from it and ft 
them there unguarded. In doing so, you felt secure, in your | 
belief, that they were safe, owing to the fact that the desks 
of other officials were close by. You might get away with 
this ninety-nine times, but the hundredth time, you will be 
visited by the “sneak,” who has been waiting his opportunity. 


Tanuary, 1923 


Why Leave Them Exposed? 


It is a mystery to me why it is necessary to leave securi- 
jes in plain sight of your customers. Why would it not be 
nuch safer to issue instructions that hereafter valuable 
‘* of all kinds must be kept in the banking enclosure, 


when out of the vaults. This would keep temptation away 


from the “Sneak” and compell him to seek out the careless 
yank to ply his trade. 
_ When reading the daily reports in the newspapers of late, 


you will find that the holdup men are making good-sized 


-aauls. The bankers in small cities and towns have suffered 
nost and they are the ones who should take steps to 
ipply Preventive Measures. 


a 


attack is at noon time. 
on the premises. 
-sarefully note the hour. 


_/o themselves. 


One Man in a Bank 


The best preventive measure to apply against attacks of 
his kind is to see that there is always more than one em- 


ployee in the bank at one time. Furthermore, it should be so 


 \rranged that these employees are not working side by side. 
n other words, they should be so engaged that they are at 
lifferent points in the banking room, thereby doing away with 
he shock of surprise, the holdup man’s stock in trade. In 
j aking this step you make it necessary for more than one 

aan to cover all the employees, thereby increasing the num- 
er of bandits which of course makes their escape more 
‘ifficult, and at the same time makes it possible for one of 
he out-of-way employees to step in and make things rather 
mpleasant for the bandits. If all the small bankers would 
jut this plan in operation the losses caused by holdups would 
‘e reduced to a very small figure. 


rr. 


& “tS -te— eo 


—— 


Watch for $5 Federal Reserve Notes. 


As is well known to most of our readers, the messengers 
f the Denver Branch of the Federal Reserve Bank of Kan- 
us City, were held up in Denver, Colo., on December 18, 


200,000 in new $5 Federal Reserve notes were secured by 
te bandits. These notes were all issued by the Federal 
eserve Bank of Kansas City, Mo., and all numbered as fol- 
WS: 


| 
f 
uF 


From experience in handling 
aold up investigations, I have found that the favorite hour of 
This is when your force has been 
_ -educed and as a general rule only one or two employees are 
The first step of the bandits before holding 
ap a bank is to pick out one that is poorly protected and 
They then wait their time and at 
‘he proper moment loot the institution with very little danger 


hile transferring funds from the Denver Mint to the bank. 
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Inviting a Holdup 


Many bankers have taken upon themselves the responsi- 
bility of delivering payrolls. From this practice there has 
sprung one of the boldest types of criminals with which 
authorities have had to contend in a long while. The work 
of the Payroll Bandits is being given considerable publicity at 
present, owing to their daring attacks. I have watched pay- 
rolls amounting to thousands of dollars leave the large banks 
in the custody of an official or trusted employee, who is 
flanked on each side by uniformed guards. Why they do 
not carry a sign reading “This is a payroll, you are welcome 
to it!” I can not understand. The criminals call this “travel- 
ing with a brass band,” and they are about right. My sug- 
gestion is, never deliver a payroll with a uniformed guard, 
Plain Clothes Men should always be employed. 

I have just suggested the use of Plain Clothes Men in 
protecting the movement of valuables and I desire to sup- 
plement this measure by calling the attention of the bankers 
to the wrong method in which these Plain Clothes Men are 
being used. Usually, they like company and when two are 
used as a protection they take up positions on each side of 
the man who is carrying the money and they believe in doing 
this that they are affording protection. 


Playing Into Bandits’ Hands 


This is a foolish belief. They are playing into the hands 
of the bandits and making it possible for them to spring that 
element of surprise, whereas if one of the guards walked at 
the side of the official and the other twenty-five or more 
feet behind, the bandits would be placed at a disadvantage 
and instead of the bandits springing the surprise the tables 
would be turned and the lone guard would hold the upper 
hand. 

In closing I again desire to call your attention to the 
medium used by the Association in warning its members of 
the dangerous criminals and ask your co-operation in aiding 
them in the prevention of crime, by insisting that the Jour- 
NAL SUPPLEMENT be read by all of your employees and then 
placed on file for ready reference. Preventive measures can 
only be made a success through ca-operation. 


DECEMBER PROTECTIVE WORK 


WARNING IMPORTANT 


20852001 to 20876000 inclusive 
20940001 to 20956000 inclusive 


At the time these notes were stolen one bank messenger 
was killed and every effort is being made to cause the appre- 
hension of the bandits by our detective agents’ various repre- 
sentatives as well as the local authorities. 

Any information relative to the above described $5 notes 
should be communicated immediately by wire to the nearest 
office of our detective agents. 
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ELDERLY WOMAN CHECK OPERATOR 


Successful in Defrauding Banks on Worthless Checks. 


Previous articles relative to this woman were published 
in the October and November, 1922, JouRNAL SUPPLEMENTS, 
and as her success has continued, it seems advisable to pub- 
lish another article. We are reproducing herewith one of 
the checks used by this woman which shows the characteris- 
tics of her handwriting. She opens a savings account in a 
bank in one of the smaller sized cities by depositing a check 
in a small amount drawn on an out of town bank. She 
claims to be a teacher, a nurse, a housekeeper, or something 


Waterbury, Conn., _G 
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EX-CONVICT AGAIN OPERATING 


Resumes Operation Following Release from Pennsylvania 
Prison. 


DAWA DiGi VeD Hews P 
DAVID CLYDE TURK, alias Samuel Vaughn, alias 
Frank W. Hays, alias C. Corbett, alias R. F. McLean, .alias 
D. C. Loomis, is now operating with forged certified checks 
drawn on the Amarillo National Bank, Amarillo, Texas. The 


of that kind, employed in the vicinity. A day or so later she 
again appears at the bank, deposits another check in a slightly 
larger amount and requests that she be permitted to withdraw 
part of the funds called for on this check. Her appearance 
aids her in her transactions, as she appears to be a good, old- 
fashioned spinster and she is usually successful in securing a 
small amount of cash from the bank. She has used the 
names of Miss W. C. Doncaster, Anna A. Gilmore, Laura §. 
Overton, Myra Palmer, Lucy T. Dawson, Beatrice Shepard, 
Agnes C. Murray, Elizabeth Warren, Laura Reed, etc. She is 
described as about 45 to 50 years of age, 5 feet 2 inches, 100 
pounds, slender build, hair tinged with gray; wears eye 
glasses and usually a dark suit. 


negotiation of one check in Pittsburgh and two in Chicago 
has been reported to us. Turk is an old operator, having been 
arrested several times between 1915 and 1922. Articles rela-) 
tive to this man were published in the November, 1917, May, 
1918, October, 1918, and February 1919, Journat SUPPLEMENTS. 
He was recently released from the Allegheny County Jail, 
Pittsburgh, Pa., after completing his sentence there. A war- 
rant for his arrest was issued in Chicago following his recent 
operation in that city. Recently Turk has confined his. 
operations to merchants and individuals, negotiating in one 
instance for the purchase of a second-hand automobile. How- 
ever he has in previous operations defrauded banks and we 
would suggest that members be on the alert. We are repro- 
ducing herewith a photograph of David Clyde Turk, whose 
description is given as follows: 33 years of age, 5 feet A 
inches, 152 pounds, medium build, medium dark complexion, 
dark blue eyes, dark chestnut hair. 


- 
| 


a 


| 
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JOHN H. AWTRY. A man giving this name entered a 
New York City member bank on November 28 and inter- 
viewed one of the officials. He produced newspaper clippings 
relative to the establishment of a new national bank at 
Dallas, Texas, wherein his name was mentioned. Awtry 
stated that he had been referred to the bank by an executive 
of the Pennsylvania Railroad. It was later found that he 
had tried to induce this man to cash a check without success 


Jt dao 


and as the Pennsylvania Railroad transact their business with 
the bank in question, he was referred to that bank. Awtry 
was successful in securing cash on a $100 bogus check drawn 
on the Southern National Bank of Dallas, Texas. We are 


_ reproducing herewith Awtry’s signature, and would suggest 


that member banks be on the alert. He is described as fol- 
lows: About 40 years of age, 5 feet 7 inches, 135 to 140 
pounds, slender build, black hair, smooth shaven, round face, 
thin features, sharp featured nose, pleasant manner and 
fluent talker. 


B. B. BROOKS caused a member bank of Salina, Kans., 
to sustain a loss on forged checks in small amounts. He was 
formerly employed by the firm, the name of which was 
forged to the checks in question. Brooks is alleged to be a 
ball player and to have played on the Salina Team. A war- 
rant for his arrest has been issued and is in the hands of the 
Sheriff of Salina County. We are unable to supply a descrip- 
tion at this time. 


FRANK K. BROWN, alias Frank L. Davis. An indi- 


vidual using these names is operating with bogus checks in 


small amounts drawn on the Boston National Bank, Boston, 


Mass., the checks in question bearing a forged certification 


stamp of the above named bank. We are unable to supply a 


| cuting Attorney, and attended the trial. 


1499 


description of the operator at this writing. 


ROBERT CHATTERTON was successful in securing 
eash from a St. Louis member bank on a worthless check 


drawn on the First National Bank, Jefferson City, Mo. 
| Chatterton claimed to be interested in a certain trial in one 


of the Kansas City courts, became acquainted with the Prose- 
The president of 
the bank Chatterton defrauded served on the jury in) the 


ease in question and later, when Chatterton called at his 


bank and introduced himself as an assistant attorney general 


of the State of Missouri, he experienced little difficulty in 
_ securing cash on his checks. 


RICHARD D. EVANS is alleged to have stolen fifty 
checks from the Carnegie Steel Company drawn on the 
Cleveland Trust Company, St. Clair and East 40th Street 
Office. The stolen checks are numbered 1253, 1254, 1255, 
1274, 1275, 1276, 1307, 1308, 1309, 1412, 1413, 1414, and 1460 to 
inclusive. Some of these checks have already been 


cashed and bear the signature of H. L. Miller as Paymaster 
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of the Carnegie Steel Company. There is no such person as 
H. L. Miller connected with this company. W. H. Bancroft 
is the paymaster. Evans is described as about 35 years of 
age, 5 feet 7 inches, 130 pounds, slender build, sallow com- 
plexion, blue eyes, sandy hair, slightly bald; wears nose- 
glasses with gold chain to ear. 


WILLIAM J. FIELDS caused a member bank in Chico, 
Calif., to sustain a loss on a check bearing the forged signa- 
ture of a depositor. Our detective agents are endeavoring 
to locate him. He is described as follows: 36 years of age, 
5 feet 8 inches, 140 pounds, dark complexion, dark eyes, dark 
hair; sunken cheeks; front teeth out. 


HaAGRADY is 


H. GRADY ISH. This man is wanted on a charge of 
grand larceny by Thomas H. Spratt, Sheriff of Lewis and 
Clark County, Helena, Mont. He is a bank cashier, ac- 
countant, and bookkeeper by occupation, and was formerly 
employed by a bank at Helena. Any information relative to 
him should be communicated to Sheriff Spratt or the nearest 
office of our detective agents. Ish is described as about 33 
years of age, 5 feet 7 or 8 inches, 150 pounds, swarthy com- 
plexion, dark eyes, dark hair. 


ORIE W. LEE, whose photograph is reproduced here- 
with, appeared in Kansas City, Mo., and placed an advertise- 
ment in the local papers for a young woman capable of 
managing an office. Subsequently, a young Kansas City 
woman was employed by Lee, who represented himself as the 
head of the Educational Funding Foundation, which organi- 
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zation, he explained, published a church directory in which 
he employed women to solicit clergymen and members of 
their church for advertising, etc. 

Lee then opened an account with a local member bank 
and induced the young woman he employed to accept his 
check for $300 drawn on a bank in Portland, Ore., and give 
him her personal check to cover, which he cashed and dis- 
appeared. The $300 check given by Lee was returned unpaid. 


ORIE W. LEE 


The Chamber of Commerce in Kansas City is interested 
in prosecuting Lee, and any information secured regarding 
him should be furnished the nearest office of our detective 
agents. 

Lee is about 33 years old, 5 feet 8 or 9 inches, medium 
build, gray eyes, chestnut hair; occupation, civil engineer and 


salesman. 


H. H. HATHAWAY. An individual using this name and 
claiming to represent the W. L. Douglas Shoe Company has 
apparently been ‘preparing to swindle California banks by 
sending out a letter ostensibly on the letterhead of the W. L. 
Douglas Shoe Company of Milwaukee, Wis., which letter 
states in part: “We are sending our representative, Mr. H. H. 
Hathaway, New York Exchange No. Three Hundred 
Dollars ($300) *** should he present’ said draft to your 
bank for payment we would very much appreciate your 
accommodating him.’ 

The W. L. Douglas Shoe Company state: “We have no 
representative by name of Hathaway. Our concern did not 
write the letter referred to. We advise against cashing 
checks for any one representing himself as in our employ. 
We have received letters from a number of other California 
banks regarding this same subject. Our representative in 


California is named H. O. Winslow, and his assistant is 
W. K. Rowalt.” 

It is suggested that member banks be on the alert and if 
this man attempts to defraud you he should be detained and 
your local authorities notified as well as the nearest office 
of our detective agents. 


January, 1923 

TOM OWEN is operating in Missouri, Oklahoma, and 
Kansas with bogus checks drawn on the Producers National 
Bank of Tulsa, Okla. Tom Owen has no account in the 
above named bank and member banks in the middle west 
should be on the alert for this individual. We are unable to 
supply a description of him at this time. 


er 


FRANK HUNTER, alias R. E. Snyder, is operating with 
bogus checks drawn on the Farmers Deposit National Bank, 
Pittsburgh, Pa. The body of the check is filled in with a 
typewriter. We are reproducing herewith, a specimen of 
this operator’s handwriting. 


Crank inte 


GEORGE J. HELVEY is operating with bogus certified 
checks in large amounts drawn on the Stamford Trust 
Company, Stamford, Conn. Helvey has no account in the 
bank named. The certification stamp is not dated and is 
signed by Samuel J. Martin who is also unknown to the 
bank. We are unable to supply a description of the operator 
but would suggest that members be on their guard against 
cashing checks of the above description. 


GEORGE PURCELL claims to be a machinist and is 
operating with bogus expense vouchers purporting to have 
been issued by the Chicago, Rock Island and Pacific Rail- 
way Company, in amounts ranging from $100 to $200. The 
checks bear memorandums indicating that they are issued 
“while engaged in special work for the company.” They 
are drawn on the Illinois Trust and Savings Bank of Chicago. 
The checks bear a fictitious certification stamp purporting to 
be signed by F. A. Lattig, as Auditor of Disbursements and 
of W. H. Burns, General Auditor. The signature D. W. 
Cunningham appears below the printed name of the Chicago, 
Rock Island and Pacific Railway. Any information relative 
to this man should be communicated to the nearest office of 
our detective agents. He is described as follows: 24 years, 
5 feet 7 or 8 inches, 150 pounds, brown eyes, dark brown hair, 


heavy eyebrows shaved in the middle as they are very heavy 


and knitted; has big circular scar center right cheek, very 
noticeable. ’ 


T. S. REED defrauded a member bank at Sharon, Pa, 
by securing cash on a check drawn on the Oil City National 
Bank, Oil City, Pa. At the time he cashed the check he 
displayed a pass book indicating that he had an account at 
the Oil City National Bank. The check in question was re- 
turned marked “No Funds.” We suggest that members be 
on the alert for this individual, particularly banks located in 
the western part of Pennsylvania. The only description ee | 
have of the operator is as follows: 5 feet 8 inches tall, 157 
pounds. q 


t 
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WILLIAM WILSON, alias Frank S. Miller, is operating 
‘ with bogus checks drawn on the Shoe and Leather Branch of 
the Chase National Bank. These checks are usually signed 
William Wilson and are made payable to Frank S. Miller. 
The amounts are usually small. We are unable to furnish a 
’ description of the operator at this time, but are reproducing a 
_ specimen of his handwriting. 
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GENERAL 


BOGUS CERTIFIED CHECK OPERATOR ARRESTED 


Man Who Operated from Coast to Coast Arrested at Col- 
umbus, Ind. 


We have published numerous articles relative to this 
man in the JouRNAL SUPPLEMENT between the years 1909 and 
1922. During this interval he has served terms in different 
penitentiaries. The last article published was in the Jan- 
uary 1922 JourNAL SUPPLEMENT. Farnsworth has continued 
his operations since that date and has operated in practically 
every city of any size in the United States. He has not de- 


HOWARD E. FARNSWORTH 


frauded any banks, however, in his recent operations, con- 
fining his activities solely to merchants, hotels, etc. Never- 
theless, many banks have been greatly annoyed by returning 
bogus certified checks passed by this man. Farnsworth was 
feed on November 23, 1922, at Columbus, Ind., by the 
local authorities, convicted of issuing bogus checks and sen- 
| tenced -to serve an indeterminate term at the Indiana State 
Prison, Michigan City, Ind. Farnsworth has used numerous 
aliases, the most recent of which are, E. J. Muir, Curtis Fore- 
man, William Babcock, Julius Hilgard, E. M. Crampton, 
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STOLEN BONDS, CERTIFICATES, ETC. 


The vault of the Hemple Bank, Hemple, Mo., was bur- 
glarized on the night of December 14, and the following 
United States Government securities were stolen: 

Two $1000 Treasury Certificates of Indebtedness of the 
Issue of TM 1923, Issued to Hugh M’: McLarney, Registered 
under Nos. 2456 and 2457, at the Federal Reserve Bank, 
Kansas City, Mo. 

“Registered” 
U. S. Liberty Loan Bonds of the Third Issue as follows: 


No. 718664 Benjamin F, Slaybaugh $100 
No. 718665 be c $100 
No. 738005 Mrs. Anna Bailey $100 
No. 738006 - ed ai $100 
No. 381484 a id $50 
No. 405272 Frederick Karl $50 
No. 447027 Tolbert G. Cunningham $50 


; “Registered” 
U. S. Liberty Loan Bonds of the Fourth Issue as follows: 


No. 1518530 Benjamin F. Slaybaugh $100 
No. 632480 s # . $100 
No. 632447 Frederick Karl $100 
“Registered” 

U. S. Liberty Loan Bond of the Victory Issue as follows: 
No. I 912792 Tolbert G. Cunningham $50 


U. S. War Savings Stamps, not Registered, as follows: 


Owner Certificate No. No.of stamps 
attached. 
Eiuchie Mie Miclarneyaemrre car 17593894 Twenty (20) 
im a Wades 33871004 Fifteen (15) 
Leonard MclLarney ....... 17593895 Six ( 6) 
. Coe” aN ERE SA 33871005 Five Cs) 
Catherine Herring .....:. 33764389 Five 5) 
Chaglese Waskrofits cess. 33764406 Twenty (20) 
Cecile EiRosemaw Gaeeatess 33764419 Ten (10) 
Tolbert G. Cunningham .... 33764450 One @L) 
Leonard A. Marshall ...... 33764472 Ten (10) 
Breelonaetiadiey ise teas. - 33764482 One Gl 
Maye Kh Pohty soca: caecass 33871011 Six ( 6) 
Ollter Gratawlessar seers ce 33764441 Six ( 6) 
UO Sahey 1B. TKS - -sadoomone 17593884 Six ( 6) 
Jamese Ma RobentSmerrrtat ts ais 17593897 Ten (10) 


Time Certificate of Deposit #710, issued by The Hemple 
Bank, to Catherine Herring, for $900 dated July 3, 1922. 


Any information relative to these bonds, War Savings 
Stamps, etc., should be communicated to this department or the 
nearest office of our detective agents. 


STOLEN PASS BOOK 


WATCH FOR CASHIER’S CHECK. 


Banca Popolare Fugazi, Santa Barbara Branch, reports 
Savings Pass Book No. 5439, belonging to Pietro Sartori was 
stolen and that this book was presented at another bank and 
sent through for a withdrawal of $150. The Banca Popolare 
Fugazi issued its Cashier’s Check for $150, Check No. 11158, 
in favor of Pietro Sartori which is now presumed to be in 
possession of the forger. The forger was successful in his 
first attempt at withdrawal and there is every reason to 


Amos Churchill, William J. Reed, etc. 


i 


believe he will try again. 
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Watch out for SAVINGS PASS BOOK NO. 5439, drawn 
on SANTA BARBARA BRANCH BANCA POOLARE 
FUGAZI. ; 

Watch for CASHIER’S CHECK No. 11158, for $150, 
issued by Santa Barbara Branch, Banca Popolare Fugazi, to 
Pietro Sartori. 

Should either the pass book or the Cashier’s Check be 
presented at your bank, detain the presenter and turn him 
over to the local police for investigation. Also notify the 
nearest office of our detective agents. 


ARRESTED 


OKLAHOMA BANDITS APPREHENDED 


Hold up Burbank Bank While Awaiting Trial on Charge of 
Kellyville Bank. 


About noon on October 24, 1922, a member bank in Kelly- 
ville, Okla., was entered by three young men who held up the 
assistant cashier, who was alone in the bank at the time, and 
secured about $2500. Our detective agents’ Oklahoma City 
representatives made an investigation and the leader of the 
gang, W. B. COLLINSWORTH, and one of his companions, 
IVAN RHODES, were arrested at Okemah on October 
26, 1922, by the local authorities co-operating with our agents’ 
representatives. Both were identified by the assistant cashier 
of the bank as having participated in the holdup. An- 
other young man named D. O. THOMPSON was also appre- 
hended and made a confession admitting he was one of the 
three who entered the bank. He also stated they used a 
stolen Buick automobile in making their escape and after 
getting a short distance from Kellyville they were met by 
JEFF TURNER and NELSE COX who were driving a Ford 
car. They then abandoned the Buick and continued their 
escape in the Ford. Turner and Cox were also arrested 
by the local authorities co-operating with our agents’ represent- 
atives and all five men were bound over for trial in the 
District Court. While W. D. Collinsworth and Ivan Rhodes 
were out on bail on the above charge, they, accompanied by 
OSCAR RHODES, held up a member bank in Burbank, 
Okla., and secured about $4,000. The local Sheriff was 
notified and a short while later he and his deputies met 
the bandits coming towards them on the road. The bandits 
attempted to turn their car and in doing so the car stuck 
in the mud. The three men started across the prairie on 
foot. Oscar Rhodes surrendered. Collinsworth was shot 
in the hip and Ivan Rhodes in the shoulder before they 
could be taken prisoners. Both are in the hospital at the 
present time and Ivan Rhodes may die. Ivan Rhodes and 
Collinsworth are now being held on two charges and Oscar 
Rhodes on the charge of the Burbank bank. 


WILLIAM A. ANDERSON caused a member bank of 
Portland, Ore., to sustain a loss by forging a signature 
to a safe deposit box ticket and removing the contents 
of the box without authority. Our detective agents’ Port- 
land, Los Angeles and San Francisco representatives con- 
ducted an investigation and on December 12, the latter lo- 
cated Anderson in San Francisco. After the San Francisco 
Police Department had been requested to arrest Anderson 
by the Portland authorities, he was placed under arrest by 
the San Francisco Police Department co-operating with our 
agents. 


vst 
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c. A. ASTWOOD (Negro) defrauded a member bank of 
Kansas City, Mo., on a forged check in a, small amount 
Our detective agent’s Kansas City representatives conductec 
an investigation and ascertained that Astwood had _ beer 
arrested by the Kansas City Police Department on an, 
other charge. 


H. M. BERRY ; 


H. M. BERRY, alias W. H. Crawford. During 1919 thi, 
man defrauded a member bank at Portland, Ore., by mean} 
of a forged check. He was arrested at Texas, returned ti 
Oregon and served a term in the Oregon State oil 
During October, 1922, he defrauded a member bank in King) 

| 
: 
} 


man, Ariz. on a forged check and on November 13, 1922, h 
was arrested at Sacramento, Calif., by the local authorities ani 
held awaiting extradition to Arizona. ! 


JOHN T. BLACK defrauded a member bank at Kansa 
City, Mo., by means of forged checks. Our detective agents 
Chicago representatives located him at Chicago and effected hi 
arrest on November 23, 1922. He has been returned to Kansa} 
City and convicted, the disposition of his case being givel| 
elsewhere in this issue. 


STATISTICS OF THE PROTECTIVE DEPARTMENT 
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Causes of the Business Cycle 


By PHILIP G. WRIGHT 
Institute of Economics, Washington, D. C. 


Striking Characteristic of Depression is not Inactivity of Nature but 
of Men. Casual Forces Back of Group Psychology. An Analysis 
of Causes Based on Elements in Human Nature. 


Individuality of Its Own. 


‘HY is the business world 
| subject to a sequence of suc- 
| cessive stages of exaltation, 
cllapse, depression and slow re- 
every? The answers to this ques- 
tin have been various. Some writ- 
€; have emphasized the over ex- 
tasion of credit and some the psy- 
cologic aspects. Rodbertus ad- 
vaced a theory that the period of 
doression was due to a preceding 
piod of general overproduction. 
Fonomists of the orthodox school, 
dhying the possibility of general 
O-rproduction because of the in- 
Stability of human wants, have 
y\ admitted the possibility of a mal- 
austment of production to de- 
Mnd and have emphasized the 
function of the distributing middle- 
Mn (jobbers, wholesalers, etc.) as 
hving an important bearing on the 
Pinomenon. This view is ably 


Pisented by Taussig. 


Sun Spot Theory 


\ most interesting approach has 
n made from an entirely differ- 
tangle. The rough periodicity 
gested to Jevons that there 
tht be some regularly recurring 
nt in external nature which was 


yt 


basically responsible. At the time 
when Jevons wrote, business revul- 
sions had occurred at intervals of 
approximately eleven years and the 
same interval intervened _ between 
successive sun-spot maxima. His 
thought ran somewhat as follows: 


Jevons’ Reasoning 


General prosperity is at bottom de- 
pendent upon agricultural prosper- 
ity, agricultural prosperity is in turn 
dependent upon weather conditions, 


and weather conditions are unques- ° 


tionably determined by solar radia- 
tion. Might not differences in the 
surface of the sun such as are evi- 
dent in its different degrees of spot- 
tedness influence solar radiation and 
hence successively the weather, 
crops, and general business condi- 
tions ? 

More recently Moore of Colum- 
bia University, starting with data 
as to rainfall in the Ohio valley and 
in Illinois, and following up his 
first studies with data as to rainfall, 
crops, and prices in various regions, 
has developed a theory of an eight- 
year business cycle. Moore’s work 
has not seemed to the present writer 
convincing. In some cases a seven- 


529 


Each Cycle Has an 
Their Complete Eradication Is Unlikely. 


year period seemed to fit the data 
better than an eight-year period and 
in other cases a nine-year period. 
Indeed even for continuous data ex- 
tending over a considerable number 
of years and relating to the same 
subject, as prices, the cycles were 
obviously not of the same length. 
A critical study of Sauerbeck’s in- 
dex numbers of wholesale prices 
extending over a period of ninety- 
eight years showed a remarkably 
good fit for a nine-year cycle for 
some fifty years of the whole pe- 
riod, but both before and after this 
fifty-year interval the nine-year 
cycle cannot be said to have fitted 
the data at all. This would seem to 
be inconsistent with the idea that the 
fundamental cause of the cyclical 
movements of business was to be 
found in some regularly recurring 
phenomenon of nature. 


Greater Than Crops 


It would be rash, however, to as- 
sert that conditions in external 
nature have had nothing to do with 
business cycles. On the contrary, 
it is highly probable that good or 
bad crop years have much to do 
with the ups and downs of general 
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business conditions. But even in 
cases where they are influential, 
their action would seem to be like 
that of a catch or spring or trigger 
which when released, sets in opera- 
tion forces greater than itself. For 
the difference between a period of 
business exaltation and a period of 
business depression is vastly greater 
than the difference. between the 
crops in these periods. ‘The strik- 
ing characteristic of a business de- 
pression is not the niggardliness of 
nature but the inactivity of men. 
Indeed, in unconscious irony of the 
want and misery of these periods 
they have been called periods of 
“over production.” The obvious 
situation is that of an impasse, a 
vicious circle, a stalling of the in- 
dustrial mechanism. In a time of 
depression as in a time of exalta- 
tion there are virtually the same 
human and non-human potentiali- 
ties, but, in the one case they are 
in active operation, in the -other, 
they are not. There are the same 
material resources of. land and 
water and minerals. There are the 
same men, some having savings 
which could be turned into capital, 
some having business ability of an 
order to make them capable of in- 
itiating and conducting business en- 
terprises, and the rest able to engage, 
under.. direction, in. labor. of all 
kinds. 


The Vicous Circle 


But they are as though under a 
spell. ‘Wage earners are not pur- 
chasing because they have not pur- 
chasing power; they are without 
purchasing power because they are 
unemployed; they are unemployed 
because business men will not em- 
ploy them; business men will not 
employ them because there is no 
market for their products; there is 
no market for their products be- 
cause wage earners will not pur- 
chase. This brings us back where 
we started—a vicious circle. 

It would seem as though by a 
wave of the wand the spell could 
be broken, as though by a kiss from 
the prince implanted on the lips of 
the sleeping princess the whole 
court would wake and start into 
action. If all business men could 
be simultaneously inspired with con- 
fidence the period of depression 
would instantly be converted into a 
period of exaltation. Producers 


, tors about to be discussed 
dominating influence and sometimes © 
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would extend them credit, employ 


labor, and operate their plants to: 


capacity. The increased purchasing 
power of wage earners would react 
successively back upon  retail- 
ers, wholesalers, and finally back 
to the producers, taking the in- 
creased output off their hands. The 
point to be made is that the differ- 
ence is a difference in group psy- 
chology rather than in the condi- 
tions of nature. 


High Lights of a Theory 


Now it may well be that differ- 
ences in the annual rainfall, or more 
particularly differences in rainfall 
during the critical period of growth 
of the great staple crops, may 
sometimes be the causal force back 
of such changes in group psychol- 


ogy. There may be magnetic or 
electric phenomena that subtly 
affect the human emotions. It 1s 


known that the prevelance of sun- 
spots does affect electric phenomena 
on the-earth. ‘All-of this may be 
true. 
however, is to show that without 


any such hypothesis there are ele- 


ments in human nature and in the 
economic organization ‘of society 
sufficient in themselves to account 
for these cyclical changes in busi- 
ness activity. 

It is not pretended that the fol- 
lowing analysis is exhaustive. The 
economic circulatory system of a 
competitive society is an intricate 
and delicate organism, marvelously 
perfect when all of its organs are 
functioning normally, but sensitive 
and easily thrown out of adjusi- 
ment. Sometimes one of the fac- 
is of 


another, and, doubtless, sometimes 
factors not mentioned at all play 
the most important réle. Each 
cycle has an individuality of its 
own and should be studied on its 
own merits. The following outline 
is not offered as the theory of busi- 
ness cycles, but as a theory of busi- 
ness cycles. It is designed to show 
that in a perfectly normal competi- 
tive society, functioning under 
normal conditions and subjected to 
no unusual outside influences either 
from nature or man, there are yet 
agencies inherent in the social order 
itself and in the psychology of its 
human units sufficient to bring 
about ups and downs of busi- 


- sequence. 


The purpose of this. paper, ; 
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ness in a rather roughly periodic 


The high lights of this theory 0; 
business cycles are the following: — 
(1) Capitalist production witt 
its corollary of economic classes 
(a) Business men, in which clas; 
for the purpose of this discussion 
may be included capitalists, entre. 
prenneurs* and the higher salariat.}, 
This class is numerically small, rel: 
atively, to the whole population, but 
it constitutes the class that initiate: 
enterprise, the class that determine: 
whether the wheels shall be kepi 
moving. (b) Wage earners anc 
salaried employees (except the 
higher salariat). This class per 
forms under direction all the menta 
and physical labor appertaining t 
the activities initiated by the firs: 
class. The purchasing power of it: — 
members, individually considered 
would show a low average, but col: 
lectively because the class is numeri: 
cally by far the largest class thi 


' purchasing power is enormous. 


one Credit a 
-(2) The purchasing power 0 
credit -and its effect upon prices) 
Credit in the form of checks drawt 
against bank deposits or book credit 
or purchases with payments to bi 
made on the installment plan con. 
stitutes an effective demand fo: 
goods codrdinate with money. IJ) 
; ; : a | 
i$ attached to a gold basis—in ¢| 
country where specie payments pre| 
vail—by an elastic bond. Wher — 
stretched, that is, when the super — 
structure of- credit built upon the 
gold basis is increased, prices tenc| 
to rise;-when relaxed, that is wher 
credit is contracted, prices tend tc 
fall: > | 
(3) Capitalistic production is ¢| 
time-consuming process and is) 
initiated in anticipation rather thar 
in response to demand. More par- — 
ticularly it is initiated in anticipa-| 
tion of several strata of demanc 
corresponding to the several ge 
nomic strata of consumers. The 
types of goods consumed by well- 
to-do business men are one | 
* An “economic term applied to the mem 
who assume the responsibility of organizing 
and conducting a business. They assemble 
the plant, material, and labor force, pay wages 
or salaries to their employees, and take the 
risk of profits or losses from their enterprise. 
+ Salaried employees are usually classed for 
economic purposes with wage-earners. Bul, 
the presidents and managers of corporations, 
especially if, as is often the case, they own 4 
majority of the stock, though paid a_ salary 
from the profits of the concern, approach mor¢ 
nearly in their. function to that of business 
men, 7" ‘ ve, 


* 
-_ 
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_ different from those consumed by 
their. salaried employees, and these 
_ inturn are somewhat different from 
_ those consumed by skilled laborers, 
-,and these in turn are somewhat 
different from those consumed by 
common laborers. A maladjustment 
of production to demand is thus 
_ rendered certain, if the purchas- 
ing power of a certain stratum 
falls off. 


Lag of Wages 


(4) The lag of wages. This is 
a fairly well established economic 
phenomenon. When prices rise, 
Wages rise, but more slowly. When 
prices fall, wages also fall, but 
again more slowly. Two possible 
interpretations of this phenomenon 
may be hazarded. (a) The compe- 
tition at the margin between capital, 
goods and labor. As Seager has 
pointed out entreprenneurs often 
have the option of producing the 
same commodity with more highly 
refined labor saving machinery and 
less labor or with simpler tools and 
more labor. In times of rising 
- wages, they may somewhat retard 
_ the rise by substituting laborsaving 
machinery. (b) An acceleration-in 
the rate at which prices rise due to 
_ the extension of credit for the pur- 
chase of consumable goods by: the 
Wage-earning classes themselves. ~ 
__ (5) The contagion of group psy- 
‘chology. Emotions radiate ftom 
centers, ramify, and create a widely 
_ diffused social consciousness. 
(6) The barometric position of 
distributing middlemen—wholesal- 
ers, retailers, jobbers—who stand 
between producers and ultimate 
consumers. They are the radiant 
centers of group psychology, or, at 
least, they forecast states of social 
consciousness. 
It is now possible to throw on a 
‘Screen a moving picture of the 
above forces in action. ‘T'o begin 
at the period immediately following 
a period of depression; distributing 
middlemen note a slight improve- 
ment in retail trade. They increase 
their orders to the manufacturers 
and farmers. The manufacturers 
are made more optimistic and in- 
'|¢rease their output. This involves 
_ working their plants more nearly to 
(Capacity and employing more la- 
_ borers, which increased demand for 
labor causes less unemployment and 
ising wages. The purchasing power 
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of the laboring class is thus im- 
proved. Retail trade improves. 
This reacts on wholesale trade, 
which again reacts back to manu- 
facturers, causing a still further in- 
crease in output, demand for labor, 
and rise of wages. The increasing 
volume of business puts business 
men into an optimistic frame of 
mind. They, being the radiant cen- 
ters of group psychology, diffuse 
their optimism among all sections 
of the community. In this opti- 
mistic frame of mind, business men 
extend their credit to enlarge their 
plants and purchase new machinery 
and wage-earners also extend their 
credit for the purchasing of houses, 
household furniture, fur coats, auto- 
mobiles, pianos, and other articles 
on the installment plan. The gen- 
eral extension of credit results in 
a general rise of prices. A rising 
market still further stimulates the 
optimism of business men, which 
optimism continues to be diffused. 


Extend Credit 


Wages also rise and because of the 
generality of employment the pur- 
chasing power of the wage-earning 
class as a whole is greatly increased, 
but, because of the fact that prices 
rise more rapidly than wages, the 
individual wage-earner may be no 
better off. (The family, however, 
may be better off, if in the accelerat- 
ing pace of industry more ‘of its 
members are employed.) However, 
because of the higher money wages 
and the illusion that “a dollar is a 
dollar” and because.of the contagion 
of group psychology radiated from 
their employers, they feel better’ off 
and still further extend their credit. 
They are “living on. the income of 
wnext year.’.* The types. of goods 
consumed “by ‘the wage-earning 
masses are started on their time- 
consuming process of production in 
increasing quantities in response to 
the increasing effective demand—an 
effective demand largely based on 
credit. And so the process goes on. 

But eventually “next year” comes 
round. The accumulated indebted- 
ness for past enjoyment and the 
lag of wages behind prices cause 
wage-earners to economize on new 
purchases. Moreover, the general- 
ity of employment having reached a 
maximum, the decreasing purchas- 
ing power of the individual can no 
longer be offset by an increased pur- 
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chasing power of the group as a 
whole. The distributing middle men 
note a falling off in the retail trade. 


Slowing Down 


There is a “premonitory chill.” 
Orders on manufacturers decrease. 
There is a slackening up of produc- 
tion and a laying off of men ac- 
companied by a fall in wages; thus 
decreasing the purchasing power of 
the wage-earning class, and still 
further reacting upon retail and 
wholesale trade back to the manu- 
facturers. The stream of goods de- 
signed for the wage-earning masses, 
which have been started on their 
progress towards finished consum- 
able goods, cannot at once be 
checked. These goods come to com- 
pletion at a time of diminished pur- 
chasing power by the consumers for 
whom they were designed. There 
is a maladjustment of production to 
demand, a glut on the market, a 
contraction of credit and a rapid 
fall of prices—a fall more rapid 
than the accompanying fall in wages. 
Optimism and a spirit of venture 
give way to pessimism and timidity. 
There is a period of rigid economy, 
but eventually old debts are paid, 
houses are crying for repairs, clothes 
wear out and must be replaced. Un- 
employment has reached its maxi- 
mum. The low prices tempt pur- 
chasers, whose incomes have not 
fallen as rapidly as prices. -There 


_ begins an improvement in the retail 


trade. _ This is noted by the dis- 
tributing middlemen—which brings 
us back to where we began. And 
so the cyclical process repeats itself. 

It will be noted that in the fore- 
going paragraphs the existence of 
a business cycle is demonstrated in 
a capitalist society functioning per- 
fectly normally. It is shown that 
even in such a society business will 
have its ups and downs. But in 
any actual society there are, in ad- 
dition to the factors discussed, dis- 
turbing factors, such as deprecia- 
tion of the money medium, good or 
bad harvests, major labor disturb- 
ances, business failures of great 
financial institutions, wars and 
rumors of wars, epoch making in- 
ventions and discoveries, all of 
which would have a tendency to 
modify the character of each cycle 
making it longer or shorter, or of 
greater or less amplitude. Hence no 
two cycles are likely to be just 
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alike. Each one must be studied 
on its own merits. This fact by 
bringing into prominence adventi- 
tious factors tends to obscure the 
fundamental forces always at work. 

Even with a perfectly smooth 
running capitalist society it is doubt- 
ful if the series of stages of group 
psychology would run 
their course in the 
same period of time 
or with the same dif- 
ference between stages 
of exaltation and 
stages of depression. 
It is characteristic of 
human functioning, 
whether of the mind 
or body, that the se- 
quence 1s roughly 
rather than precisely 
periodic. The breath- 
ing, the systole and 
diastole of the heart, 
the partaking of food, 
states of spiritual up- 
lift and depression 
readily occur to the 
mind. But when all 
of the disturbing fac- 
tors which may hasten 
or retard the normal 
undulations of busi- 
ness activity are taken 
into account, it seems 
unlikely that predic- 
tions based on the 
theory of regularly 
recurring cycles can 
ever be made with 
sufficient definiteness 
either as to time or 
magnitude to offer 
much comfort either 
to speculators or con- 
servative business 
men. Indeed a predic- 
tion, generally accept- 
ed, becomes a new fac- 
tor in shaping group 
psychology. A wide- 
spread belief that a 
business revulsion or 
a business recovery 
is to begin six months hence, would 
be a powerful agent for making the 
revulsion or the recovery begin to- 
day. 

The chief interest in business 
cycles in the minds of the masses is 
in their abolition. The periods of 
depression are periods of terrible 
hardship to wage-earners and the 
unemployed as well as periods of 
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anxiety and sometimes ruin, even to 
conservative business men. Can 
business be made to run on a more 
even keel? If the above diagnosis 
is correct, it would seem that the 
causes lie so deep in human psy- 
chology and in the very essence of 
capitalist production that complete 
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eradication is unlikely. In the 
future as in the past, business is 
likely to have its ups and downs 
with a rough periodicity. 

It is possible, however, that the 
violence of the fluctuations may be 
somewhat mitigated. A sound mon- 
etary and banking system will help. 
The dissemination of a spirit of 
thrift among the masses will help 
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—a spirit of saving in times o1 
prosperity against times of ad. 
versity, instead of stretching credij 
to the breaking point in times of 
prosperity with nothing left bui 
debts to face the period of unem- 
ployment that is to follow. Finally, 
when the period of depression 
comes, concerted ac. 
tion among business 
men and by govern. 
ment agencies to keep 
the masses employed 


and hence improve 
their purchasing pow- 
er will be helpful. 


There is not at any 
time a surplus produc- 
tion of goods with 
reference to human 
wants, least of all in 
a time of depression, 
But with reference tc 
human _ purchasing 
power there may be 
overproduction or at 
least maladjustment. 
Any adjustment of 
the social mechanism 
which will afford 
means to buy to all 
who want to buy and 
who are willing to 
furnish a fair equiv- 
alent in production 
labor for the remun-| 
eration they receive, 
will take off the) 
market all the goods 
—if the goods are of. 
the right kinds— 
which the same so- 
ciety can produce and. 
will keep the wheels 
of industry in motion. 


t 


The War Debts 


The difficulties to 
be surmounted in 
dealing with this in-, 
debtedness running to 
the U. S. Government, 

are practically iden-, 
tical with those which attend upon 


the collection of reparations from | 
Germany by the allied countries, 


i 


says the review of the National 
City. Bank of New York. ‘The! 
government of a country has no 
means of paying its debts except. 
by taxes, and there are limits be-| 
yond which tax levies yield dimin- | 
ishing instead of increasing returns. 


An Economic Diagnosis of Europe 


By BENJAMIN M. ANDERSON JR., Ph.D. 


Economist of the Chase National Bank, New York 


Price System and the Nature of Money. Free Play of Private 


Enterprise the Great Hope of the Future. Patch Work Solutions 


Not Likely to Succeed. Observance of Three General Principles 
| Necessary for the Rehabilitation of Eurcpe. 


. ODERN business goes on 
. M under the control of prices. 
/ Labor and capital flow 
away from those industries where 
prices are falling and flow into 
those industries where prices are 
‘rising. If prices generally are ris- 
ing, some prices will rise faster 
than others. The tendency is for 
labor and capital to go where prices 
are rising most rapidly, and to 
leave those industries where prices 
‘are rising less rapidly. Unusual 
profits tend to appear in the indus- 
tries of rising prices, and business 
men seeking to share those profits 


enlarge operations in those fields. 


_ Rising prices, moreover, tend to 
check consumption, while falling 
prices tend to increase consumption. 
‘Through the machinery of prices, 
therefore, the labor, capital, and 
other resources of a community 
tend to reach the most effective 
utilization. The scarcity of com- 
modities in one line, reflected in 
prices, leads on the one hand to in- 
creased production, and on the 
other hand to diminished consump- 
tion; whereas an overabundance of 
commodities in another line tends 
to correct itself through falling 
prices, which check production and 
increase consumption. Under the 
price system, without any conscious 
public planning, with each business 
man acting for himself, seeking to 
make profits and to avoid losses, 
with each laborer acting for him- 
self, seeking to get out of the in- 
dustries where wages are falling 
and to get into the industries where 
_ Wages are rising, with each investor 
looking after his own interests, seek- 
ing to place his funds where the 
highest yield is to be obtained, the 
tendency is for the labor and capi- 
tal of the country to be distributed 
in such a way as to bring about its 
most lucrative utilization. 


| 
|. 


price system, however, are depend- 
ent upon sound money and sound 
public finance. If private enter- 
prise and private thrift are to do 
their normal work, men must trust 
the money with which they do busi- 
ness. When prices are rising rap- 
idly merely because an irredeemable 
paper money is falling in value, it 
ceases to be true that consumption 
is checked ; rather, consumption in- 
creases. Consumers reason cor- 
rectly that they had better spend 
their money today, because it will 
be worth still less tomorrow. It is 
like over-ripe fruit, which tends to 
spoil on their hands. Thrift gives 
way to extravagance. A German 
lady in charge of a large hospital 
has for a long time been accustomed 
to advise young women among her 
employees in the investment of 
their savings. In former years, she 
used to advise them to put their 
money in savings banks, or to buy 


The Men Who Have Made 


“The men who have made 
great fortunes have been the 
plungers and speculators, who 
foresaw the depreciation of their 
national currencies and _ pro- 
vided for it by borrowing all 
they could from their banks, 
buying ‘foreign values’; common 
stocks, and commodities; subse- 
quently, as the prices of these 
things rose enormously in terms 
of their domestic money, paying 
off their bank loans by the sale 
of a fraction of what they had 
bought. Debts incurred in gold 
have been paid off in greatly de- 
preciated paper currency to the 
ruin of the creditors. One re- 
calls the picturesque expression 
of Andrew D. White, who, in de- 
scribing the orgy of paper 
money in France after’ the 
French Revolution, points a 
vivid picture of ‘debtors pursu- 
ing their creditors and paying 
them without mercy’.”’ 
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American Aid. 


small bonds. During the last year, 
however, she has realized that such 
advice would be ruinous. Ina very 
short time their principal would 
shrivel to a fraction of its value. 
Seeking conscientiously to give them 
the best advice she could, she finally 
concluded that their best course 
would be to buy silk stockings,— 
commodities of real value, which 
would not be imperiled by the sink- 
ing value of the paper mark. 

One of the generalizations to 
which economists have been ac- 
customed is that falling exchange 
rates cend to check imports and to 
increase exports on the part of the 
country whose exchange is weak. 
This generalization is true so long 
as a country is on a sound gold 
basis, and so long as the weakness’ 
in the exchange is due simply to 
an adverse balance of international 
payments. When, however, the ex- 
change is falling merely because of 
the depreciation of irredeemable 
paper money, the situation is re- 
versed. Importers reason that the 
exchange will fall still further in 
the future, and they hasten to bring 
in all they can while they can still 
get something in foreign markets 
for their domestic money. 

The generalization that rising 
prices increase production likewise 
is reversed when the rise in prices 
is due to the falling value of in- 
convertible paper money. Produc- 
tion gives way to speculation in 
such a situation. Business men can- 
not safely make long time contracts 
or long time plans when they do 
not know within 50 per cent. what 
their money will be worth in six 
months. Laborers, investors, and 
active business men have seen their 
real wealth and real income shrivel 
in the course of the past few years 
in many of the countries of conti- 
nental Europe. The men who have 
made great fortunes have been the 
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plungers and speculators, who fore- 
saw the depreciation of their na- 
tional currencies and provided for 
it by borrowing all they could from 
their banks, buying “foreign values,” 
common stocks, and commodities ; 
subsequently, as the prices of these 
things rose enormously in terms of 
their domestic money, paying off 
their bank loans by the sale of a 
fraction of what they had bought. 
Debts incurred in gold have been 
paid off in greatly depreciated paper 
to the ruin of the creditors. One 
recalls the picturesque expression 
of Andrew D. White, who, in des- 
cribing the orgy of paper money in 
France after the French Revolu- 
tion, paints a vivid picture of “debt- 
ors pursuing their creditors and pay- 
ing them without mercy.” 


Urban Society Helpless 


A simple, agricultural people, 
where each man can make a living 
on his own land, can go on pretty 
well in the absence of sound money 
and sound finance. The South was 
bankrupt after the Civil War, but 
the Confederate soldiers could go 
home and live. Some of the Bal- 
kan States today, with their simple, 
agricultural, self-sufficing economy, 
seem to be getting along pretty well, 
despite the demoralization of their 
national currencies and _ public 
finance. But a complex urban so- 
ciety, like that of most of Western 
Furope, is helpless in the face of 
financial and monetary disorganiza- 
tion. Money and finance are the 
nervous system of the economic or- 
ganism, and when they function 
badly, general economic paralysis 
easily comes. 

Paralysis is not necessarily the 
first symptom, however. It may 
easily be preceded by a feverish 
overstimulation, during which some- 
thing which looks like a very in- 
tense prosperity goes on. We have 
seen a feverish, even though largely 
ineffective, activity of this kind in 
Germany. In certain other coun- 
tries, where borrowed public money 
is being spent on a great scale, un- 
employment is small and great ac- 
tivity is going on; but in many of 
the former continental belligerents, 
consumption is outrunning produc- 
tion, capital is being used up, and 
the way is being prepared for grave 
disorders. 

Sound money is money which has 
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Agricultural Distress 


“Agricultural distress is not 
confined to the United States. 
Dairy interests and truck garden 
interests in Holland are suffer- 
ing even more acutely from the 
loss of their German markets. In 
Spain, Belgium and England 
farmers are complaining of their 
difficulties and demanding as- 
sistance from the state in one 
form or another. Agricultural 
difficulties in the Argentine have 
been greater than they have 
been in the United States.” 


a definite, fixed relation to gold. 
The only way in which the relation 
between paper money and gold 
money can be made definite, is for 
the paper money to be redeemed in 
gold on demand. Sometimes a sat- 
isfactory system is worked out on 
the basis of redemption in gold ex- 
change, 7. ¢., the issuing authority 
redeems in drafts on gold balances 
held abroad instead of in actual 
specie in the home market. 


Basic Principle of Money 


But the basic principle regarding 
money is that real money is a piece 
of gold of fixed weight and fine- 
ness, and that paper money is merely 
a promissory note—a promise to 
pay gold on demand. When this 
promise ceases to be kept, the paper 
money depreciates in value, and its 
value depends primarily upon the 
general expectation of redemption. 
Its value fluctuates with éveryacir- 
cumstance affecting the credit of the 
Issuing authority: rumors of war 
depress it; rumors regarding suc- 
cessful diplomatic relations looking 
toward peace and political stability 
Improve it. The amount’ of paper 
money outstanding, obviously, has 
a very great influence on the pros- 
pect of redemption and consequent- 
ly on the value of the paper money. 
It is significant, however, that with 
very slight change in the total out- 
standing volume of the notes of the 
Bank of France since the armi- 
stice, the value of the franc has 
varied from 5.7 to the dollar to 
over 17 to the dollar, and that the 
general level of prices in France 
has varied over 100 per cent. from 
the lowest level. 

It is obvious that no programme 
looking to the redemption of paper 
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money in gold could be successful 
when the governments responsible 
for the paper money continue te 
spend gigantic sums in excess of 
their tax receipts ; which means that} 
in one or another way they are 
steadily increasing public debt. In 
theory, it is possible to distinguish 
between the credit of the state bank 
of issue which is directly responsible 
for redeeming paper money, and 
the credit of the government itself. 
Practically, however, no such dis- 
tinction 1s possible when the state 
is far more heavily indebted to the 
bank than «ll the rest of the bank’s) 
debtors, and when the great bulk 
of the assets of the bank consists 
of the obligations of the state. 


Basic To Reform 


It is, moreover, impossible to sup- 
pose that a parliament or a minis-| 
ter of finance would permit the 
state to default when the state could. 
avert default by compelling the bank | 
of issue to print more notes and 
lend them to the state. Practically, | 
therefore, the bank and the state 
are tied together and practically, 
the fate of the paper currency of 
a country depends on the fate of 
the public treasury. Basic, there-| 
fore, to currency reform in conti-| 
nental Europe, is a reversal of the 
policy of the governments of spend- 
ing more than their tax receipts. 


The problems of reform in public | 
finance and reform in currency are’ 
inseparably connected. The con-| 
nection is, moreover, two-sided. It. 
is true on the one hand that cur- 
rency cannot be reformed unless | 
budgets are balanced. It is true on. 
the other hand that the balancing | 
of budgets is difficult, if not impos- | 
sible, when paper money is rapidly | 
depreciating. The tax receipts of | 
1923 are, in considerable part, based 
upon the assessments of 1922. If, 
in the interval, the value of paper 
money has sharply fallen and prices 
have sharply risen, the government _ 
will be obliged to spend much more | 
than it had anticipated, but will not | 
find a corresponding increase in its | 
revenues. Deficit, further borrow- | 
ing,—either by the issue of bonds or 
of short time interest-bearing paper 
or of bank notes,—may thus be. 
forced upon a government by the’ 
mere depreciation in the paper | 
money itself. ’ 

Definite measures 


| 
| 
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© International Newsreel 


AND BRITISH DEBT COMMISSION 


Members of the American and British Debt Commission which recently arrived at an agreement for funding the British War 


Debt. 


Photo shows, left to right: Sec’y Hoover; Sen. Burton; Mr. Baldwin (English) ; Mr. Norman 
Wadsworth; Senator Smoot, Sec’y of State Hughes and Sec’y of the eee Melon. 


Secretaries of the Commission, Christie, Doutton and Grigg. 


and monetary reform on the conti- 
nent of Europe have been waiting 
for the settlement of the reparations 
question and for the settlement of 
the problem of the Interallied debts. 
The finance minister of France has 
delayed a definite settlement of 
French public finances until he 
could know precisely what to ex- 
pect from Germany and precisely 
what he had to pay the United 
States. The finances of the Ger- 
man Government have obviously 
been profoundly affected by the un- 
settled reparations problem. 

Obviously, too, the various polit- 
ical unsettlements, threats of war, 
selfish national policies and bitter 
hatreds, manifest in continental 
Europe, have intensified difficulties 
in all these matters. Further, the 
zrowth of a narrow nationalism has 
led to the erection of artificial re- 
straint on trade between countries, 
particularly high tariffs, which have 
in many ways hampered business 
activity. 

Through all these causes, industry 
has been demoralized in continental 
Europe, thrift has given way to 
extravagance, speculation has taken 
the place of business, and Europe 
has been able to produce vastly less 
than she has needed for her own 
consumption. She has been to an 


appalling extent living on credit, 
drawing in a surplus of goods from 
the outside world without paying 
for them; or to the extent that she 
has paid for them, doing so by 
sending gold which she could ill 
spare and by drawing in the capital 
of her former investments in the 
outside worid. 


The Reaction 


The reaction of the situation in 
Europe upon the outside world has 
been very great. ‘The first effect 
following the armistice of Europe’s 
large purchases on credit from non- 
European countries, notably the 
United States, was to build up a 
fictitious prosperity. We were in 
the position of a retail merchant in 
a factory town, where everybody is 
on a strike, who can do a tremend- 
ous business—on credit. But the 
time comes when such a merchant 
has tied up too much of his work- 
ing capital in selling on credit to 
his customers; when he _ looks 
eagerly for cash customers at 
greatly reduced prices; and when 
he appreciates that he has no inter- 
est so vital as seeing the end of the 
strike and having his customers go 
back to work so that they can make 
new purchases from him for cash, 


(English); Asst. Sec’y Treas. 
Standing: Undersecretary Gilbert, and 


and so that they can begin to pay 
back some of the advances he has 
already made them. 


Industry and Trade 


Apart from the disorders in credit 
and finance which Europe’s de- 
moralization has brought to the 
non-European world, is a deeper, 
underlying disorganization in indus- 
try and trade. When the world is 
in proper economic balance, produc- 
tion and consumption grow  to- 
gether. There is no possibility of a 
general overproduction or a general 
oversupply. Wool comes into the 
market as supply of wool, but it 
comes in also as demand for sugar, 
for cotton cloth, for automobiles, 
and for other things that the wool 
producer needs; and so with every 
other commodity. It is supply of 
its own kind, but it is demand for 
other commodities. In the aggre- 
gate, therefore, supply and demand 
are not merely equal, they are identi- 
cal, since every commodity may be 
looked upon both as supply of its 
own kind and demand for other 
things. ‘There is, then, no possi- 
bility of a general overproduction 
or a general oversupply. 

There can be, however, overpro- 
duction of particular things and 
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underproduction of other things, 
creating a maladjustment which de- 
moralizes markets and_ strangles 
production. We saw this very 


strikingly in the early months of- 


1920. With the exception of Rus- 
sia, the sources of food and raw 
materials in the world had been 
little injured by the war; many of 
them had been stimulated. The 
great damage of the war was done 
in the manufacturing sections of 
Western Europe. The result was 
that the equilibrium between finished 
manufactures on the one hand, and 
foods and raw materials on the 
other hand, was upset. 

Europe before the war had been 
the world’s great center of manufac- 
turing, and the world’s great mar- 
ket for foods and raw materials. 
With her greatly reduced manufac- 
turing output and manufacturing 
activity, Europe was a.very poor 
market for raw materials. The raw 
material producing sections of the 
world,—Australia, South America, 
Asia, Africa, and the United States, 
—unable to find their usual market 
in Europe, sold a_ tremendous 
proportion of their raw materials 
in the United States. Our manu- 
facturing capacity had been ex- 
panded during the war, but it 
simply could not begin to work up 
all the raw materials that the world 
was producing, or to supply all the 
demands for finished manufactures 
that the world needed in late 1919 
and early 1920. 


The Illusion of Scarcity 


We worked feverishly and under 
increasing strain, with rapidly rising 
costs. With our increasing activity, 
our physical volume of production 
in manufacturing actually declined. 
The over-rapid pace reduced effici- 
ency. Raw materials piled up in 
our markets and in the hands of our 
speculators. For a time their prices 
rose, under the illusion of the world 
scarcity of raw materials; but sud- 
denly, early in 1920, this illusion be- 
gan to be rudely dispelled and the 
prices of raw materials began to 
break violently. 

What revival there was in Europe 
was more in agriculture than in 
manufacturing, and in 1920 Europe 
took from us very much less in the 
way of farm products, notably 
meats, than she had been taking in 
the later months of 1919. A large 
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volume of farm products was thus 
thrown back on our hands which 
we had expected. to export to 
Europe, and the prices of farm 
products also broke violently. 


Not Overproduction 


With the break in the prices of 
raw materials and farm products, 
the producers of these things found 
their purchasing power drastically 
cut, and though they continued to 
need manufactured goods as much 
as before, they were unable to con- 
tinue to take them in adequate vol- 
ume at the prevailing high prices. 
With the world’s manufacturing 
capacity relatively inadequate, there- 
fore, the factories were still obliged 
to close and the manufacturer had 
a crisis also. 

The trouble was not, as many 
seemed to suppose, a general over- 
production. The world as a whole 
was producing far less in 1920— 
and in 1923,—than it produced in 
1913. The trouble was essentially 
a maladjustment, a relative excess 
of agricultural and raw material 
production, and a relative deficiency 
in manufacturing. With the crisis 
and depression, there was revealed 
also a relative excess of shipping, 
in view of the great decline in for- 
eign commerce. 

The world outside Europe, for 
the most part, has largely cleaned 
up the domestic difficulties which 
brought about the crisis of 1920. 
We have gone through drastic price 
readjustment ; we have taken stock ; 
we have eliminated weak spots in 
the credit system; and, in the 
United States, at least, have had a 
very substantial business revival. 
But there remains the great malad- 
justmenc between agriculture on the 
one hand, and manufacturing on the 
other. Our farmers are receiving 
for what they sell about 10 per cent. 
more than they received in 1913, 
but are paying about 69 per cent. 
more for what they buy than they 
paid in 1913, 


Agricultural Distress 


Agricultural distress is not con- 
fined to the United States. Dairy 
interests and truck garden interests 
in Holland are suffering even more 
acutely from the loss of their Ger- 
man markets. In Spain, Belgium 
and England, farmers are complain- 
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ing of their difficulties and demand. 
ing assistance from the state in one 
or another form. Agricultura) 
difficulties in the Argentine have 
been greater than they have beer 
in the United States. i 

The gluts in the raw materia! 
markets have been cleaned up in 
many cases by great reductions in 
output and the gradual working off 
of accumulated stocks. Jute pro- 
duction in India was cut in two in) 
1921. The world’s output of wool 
has been reduced. The copper 
mines were shut down for a long 
time, and since reopening are work- 
ing only at part capacity. Raw ma- 
terial prices have, consequently, im- 
proved, but wherever a full output 
has been maintained, they remain 
greatly depressed. | 


The Case of Rubber = | 


A striking case is that of rubber, 
where until the recent restriction of 
export from the Far East, prices. 
remained at a small percentage of 
pre-war prices, and where the price) 
still remains well below the level 
of 1913. The price of cotton is 
high, but only because of the tre- 
mendous reduction in output, due. 
primarily to the boll weevil. In 
general, the raw material and food. 
producing world is suffering either 
from low prices or reduced output. 
Manufacturing, after prolonged de- | 
pression, during which accumulated 
stocks were worked off, ,is now 
proceeding at a rapid pace, but with | 
serious uncertainty as to how far 
it can go in the face of the diffi- | 
culties of the agricultural popula- | 
tion, the copper producers and other 
interests. 

As this is being written, events 
are moving rapidly. Predictions re- 
garding politics and diplomacy | 
might easily be disproved overnight | 
and any definite plan for political. 
co-operation in straightening out | 
Furope’s affairs might well be out | 
of date before it is printed. It is | 
possible, however, to lay down cer- 
tain general principles which should 
be observed in efforts to rehabilitate | 
Europe: . 


The Hope of the Future 


b. Free play of private enter- 
prise is the great hope of the future. _ 
This means, on the one hand, that | 
governments should withdraw as i 
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: rapidly as possible from the prac- 
_ tice of bread subsidies, unemploy- 
_ ment doles, public operation and 
- control of industry, and the like. It 
means, on the other hand, that many 
- governments must perform far bet- 
ter than they have been performing 
_ what is perhaps the greatest econ- 
- nomic function of government,—the 
_ provision of sound money as a basis 
_ for safe business. 
_ 2. Economic considerations must 
_ be given priority over political con- 
siderations, and steps toward re- 
_ habilitation must be based on a 
realistic summing up of assets and 
_ liabilities. 
3. Patch-work solutions dealing 
_ with only one or two elements of the 
problem are unlikely to be success- 
ful. Just because reparations and 
Interallied debts, public finance, 
currency reform and so on are 
really tied together, it is necessary 
that we should undertake to ac- 
/ complish all of them in one compre- 
hensive plan if we are to accomplish 
-much in connection with any of 
them. 


A Comprehensive Plan 


_ 4. A comprehensive plan should 
undertake to accomplish the follow- 
ing things: 

(a) The restoration of the 
moneys of continental Europe to a 
gold basis. Since this obviously 
cannot be done for most of the 

_ former belligerents at the old gold 
pars, it is necessary that new and 
much lower gold pars should be es- 
tablished, at which gold redemption 
- can be speedily begun and certainly 
maintained. In the case of those 
‘currencies whose values have ap- 
proached the vanishing point, even 
_ more drastic measures may be nec- 
essary. 
_ (b) Public finances must be re- 
formed by such drastic increases in 
taxes and such radical reductions in 
expenditures as will enable the 
governments to pay their way with- 
out further increase in domestic 
debt. Floating debts should be 
funded into long time issues. 
_(c) A workable adjustment of 
the reparations problem based on 
-conomic realities is essential. 
| (d) Artificial trade barriers must 
Je greatly modified. 
_(e) The governments of Great 
Britain and the United States, in 
2onsideration of radical reforms on 
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MILO D. CAMPBELL 


Resident of Coldwater, Mich... appointed the “Dirt Farmer’? member of 
the Federal Reserve Board 


the continent of Europe, can well 
afford to reduce greatly or even 
cancel the debts of their continental 
Allies. 

(f) The bankers of the United 
States, Great Britain, Japan and 
perhaps other non-European coun- 
tries, in consideration of financial 
reforms in continental Europe, 
should, and doubtless would be 
ready, to place with the investors 
of their countries substantial blocks 
of continental securities to provide 
necessary working capital, to facili- 
tate the financial and currency re- 
forms and to assist in industrial re- 
vival on the continent of Europe, 
taking great pains that no part of 
the new loans be used for non-es- 
sential purposes. 


Would It Be Well? 


“We believe it to be true that the 
people of this country are not con- 
vinced of the necessity of cancell- 
ing any part of the foreign in- 
debtedness, and there is the same 
justification for their attitude that 
there is for the misgivings of the 


debtor governments about entering 
into more specific agreements. ‘The 
justification on bo*h sides is that 
none can foresee what the future 
has in store. The debts of England 
one hundred years ago seemed at 
the time to be of crushing weight, 
but the development of industry 
soon made them of negligible im- 
portance. Very likely that will be 
true again. And who knows what 
future wars may come? Would it 
be well queries the National City 
Bank of New York in its review 
“to raise the presumption that debts 
created in war time will not be 
paid ?” 


James E. Brock, secretary of the 
Mississippi Valley Trust Company, 
St. Louis, since 1902, died suddenly 
of heart disease during a confer- 
ence in the directors’ room of the 
company, January 13, 1923. In 
May, 1891, Mr. Brock became as- 
sociated with the Mississippi Val- 
ley Trust Company and _ was 
elected assistant secretary in 1897 
and secretary in 1902. 


The Farmer and a “Living Wage” | 


By FORREST CRISSEY 


Agriculture the Greatest of All Industries. ‘As Farmer’s Buying Power 
‘Goes Up or Down the Welfare of Others Who Have Demanded a “Liv- | 
ing Wage” Is Improved or Depressed. Average Earnings of Railroad 


Shop Worker Are Eight Times The Earnings of the Average Farmer. 


ANKERS and economists who 
B are readers of the JOURNAL 
do not need to be told that 
the minds of the real leaders of 
finance, industry, commerce and 
transportation are profoundly dis- 
turbed by the problem of the Amer- 
ican farmer and his immediate and 
future prosperity. Repeatedly this 
fact has been emphasized by 
articles in this magazine—and very 
able ones, too, if I may be permitted 
to be the judge—considering the 
subject from its most important 
angles. But just how general and 
profound this disturbance is cannot 
fully be appreciated without per- 
sonal contact with it as it is felt in 
the Middle West, its storm centre. 
A few weeks ago I attended a 
luncheon in Chicago at which about 
fifty men were present. The num- 
ber of multi-millionaires—real ones ! 
—at the table made the gathering 
look like a session of the Ways and 
Means Committee of the Middle 
West. Some of the biggest bankers, 
merchants and manufacturers in the 
West were there. Also a number 
of outstanding economists, editors 
and big farmers fringed the centre- 
piece of solid capital. 

The only subject discussed at that 
- luncheon was: 

What can be done to help the 
farmers to secure at least a living 
wage? 

Later one of the leading capital- 
ists of the Pacific Coast said to me: 

“Just now we are going into a 
period of recovery. Business is 
showing material improvement. Ap- 
parently many feel that the after- 
war deflation adjustment has been 
made and that this recovery is at 
least relatively permanent. But, as 
I see it, those who look at it in this 
way fail to consider the most im- 
portant element in the situation: the 
fact that the farmer is the biggest 
buyer of commodities in America— 
speaking in vocational terms—and 
that he has not made a living wage 


for about two years and is not mak- 
ing it now. Of course this means 
that his buying power is depressed 
—way out of proportion to that of 
the wage workers in other lines of 
industry. This situation will con- 
tinue for a time—but it cannot go 
on for long. The farmer is rather 
a slow fellow of the long-suffering 
sort. But he can’t live on air and 
expectation alone. As a rule he is 
a good economizer. When he is 


Farmers and Others 


“The average railway worker 
cherishes the conviction that 
employees in his line outnumber 
those in any other line. In 1921 
there were 1,580,000 railway 
workers in the country—as 
against 10,674,534 employed on 
the farms. The average steel 
mill hand holds the opinion that 
the iron and steel industry tops 
all others in giving jobs to the 
workers. But what are the 
facts? The total number of men 
employed in iron and steel mills 
and plants making iron and 
steel products—like machinery 
and hardware—is but 1,585,712. 
In short, more than one-fourth 
the persons engaged in gainful 
occupations in this country are 
on farms.” 


running short he cuts down on buy- 
ing. ‘That’s what he’s doing now. 
When this cut finally makes itself 
felt in full force in the stores, the 
factories, the plants and the mines 
of the country, and in the offices of 
the trasportation companies, the in- 
dustrial workers will begin to wake 
up and wonder what has struck 
them. Possibly we may not get the 
full shock for two years; possibly 
it will hit us by next, fall. But 
when it comes the industrial worker 
with the milk-fed pay envelope is 
going to have something to think 
about. And so will business of 
every sort. Why not do some of 
that thinking beforehand while it 
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has a chance of doing some good in 
a practical way? Until at least a 
modest prosperity is restored to the 
American farmer so that he stands 
on a wage-earning basis somewhere 
near that of the wage worker in 
industry any business recovery 1s 
bound to be ephemeral.” 

Still later I attended a meeting of 
editors connected with the farm 
press. Again this was the only sub- 
ject discussed. It’s in the air, 
everywhere. It’s the big subject on 
the mind of the thinkers in America 
today. There is a widespread rec- 
ognition of the fact that the big: 
gest educational job up to the lead- 
ers of thought in this country for the 
year of 1923 is that of teaching 
these people—especially those in 
towns and cities—precisely what = 
lation the farmer and his prosperity 
have to their personal prosperity—' 
to the size and permanency of their, 
pay check or profit account. — | 

Ask the average wage-worker in 
the mine, the steel mill, the clothing 
or the railroad shop for his idea of 
a farmer and his reply will be sub- 
stantially this: 

“An unorganized worker doesn’t 
‘know any better than to put in 
about five hours a day overtime 
just for the exercise. He raises’ 
things for the rest of us to eat— 
and never strikes!” 2 | 

Until this idea is removed from 
the mind of the organized industrial, 
worker and supplanted by the un-, 
derstanding that when the farmer 
cuts buying down to the bone his 
own pay-envelope is going to suffer 
a collapse, the great educational 
task of the moment will not really | 
be under way. a | 

Before raising the practical ques- ' 
tion: “What are you going to do. 
about it?” take a careful look at the | 
farmer in the role of a buyer and 
consumer of commodities and sery- 
ice—of things and labor. Forget | 
the farmer as a producer of food | 


materials and think of him only as | 
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a buyer, an active supporter, 
through his purchases, of industry, 
“transportation and commerce. 


Farmers’ Purchases 


_ In the files of one of the largest 
manufacturing corporations of the 
country are scores of sheets of fig- 
ures prepared for the information 
and guidance of its officers and di- 
rectors in their decisions respecting 
output, expenditures and _ policies. 
Therefore these figures carry a 
heavy burden of responsibility. 
They all relate to the farmer as a 
buyer and they were prepared by a 
man with a long record as a rail- 
way traffic official. This same man 
had the difficult job of challenging 
and sifting all the findings and fig- 
ures which went into the remarkable 
‘report on Transportation put out 
by the Joint Congressional Com- 
mission of Agricultural Inquiry. 
These facts about the man behind 
the figures would indicate that they 
command confidence. They are re- 
sponsible figures. 

_ In them the purchasing needs of 
the farmers of the United States 
ire put at six billion dollars, factory 
_ yalue not retail prices. This analyst 
_ inds that the farmers’ purchases pay 

he wages of 797,584 workers in 
industry and that these wages 
umount to $855,245,869. 


Lack of Understanding 


_ Suppose that every industrial 
_ vage worker understood and appre- 
‘lated these facts—wouldn’t that 
_ inderstanding have a strong tend- 
ney to alter his attitude towards 
MiMiermer? Undoubtedly it would. 
_ And that would be a decided gain. 
_ t would establish a far better basis 

or practical action than now exists. 
: 50 long as the industrial wage 
vorker knows nothing and cares 
‘othing about the farmer he is in a 
Or position to grant the farmer 
ny consideration on the score of “a 
ving wage.” But when the organ- 
zed wage workers in industry un- 
lerstand that the farmer of this 
ountry does more to keep the wheels 
f industry turning and the pay 
hecks moving than do the men in 
ny other industry or line of human 
tivity, he begins to take on im- 
ortance and to look very much like 
silent employer instead of a re- 
tote and inconsequential figure in 
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the rural landscape. Such an un- 
derstanding makes the farmer al- 
most as well worth listening to as 
the silver-tongued labor leader or 
the chief of the brotherhood. When 
the industrial worker gets a grasp 
on the fact that farming as an in- 
dustry is four times greater than 
the railroads of America so far as 
the capital invested is concerned, 
his respect for the magnitude of the 
farming industry is bound to be 
somewhat increased. 


His Average Earnings 


The average railway wage worker 
cherishes the conviction that em- 
ployees in his line outnumber those 
in any other line. In 1921 there 
were 1,580,000 railway workers in 
this country—as against 10,674,534 
employed on farms. ‘The average 
steel mill hand holds the opinion 
that the iron and steel industry tops 
all others in giving jobs to the 
workers. But what are the facts? 
The total number of men employed 
in iron and steel mills and plants 
making iron and steel products— 
like machinery and hardware—is 
but 1,585,712. In short, more than 
one-fourth the persons engaged in 
gainful occupations in this country 
are on. farms. 

In these statistics I find a little 
nest of figures which should be 
highly illuminating to any man in 
industry—whether as employer or 
employee—who is capable of doing 
any thinking for himself. There 
are 121,040 industries which depend 
upon the farmer for their raw ma- 
terials; they employ 3,074,798 wage 
workers to whom they pay $3,091,- 
157,771 in wages. The output of 
these industries is valued at $27,- 
560,583,389. These figures should 
indicate to any industrial wage 
worker that there is a direct and 
vital connection between the farmer 
and his own pay check. 

Now for a look at what the farmer 
gets for his labor, risk, management 
and investment. Where does he 
stand with relation to workers in in- 
dustrial lines? In 1921 the average 
return of the farmers of the United 
States for labor, risk and manage- 
ment was $183! At 5 per cent the 
interest on his investment averaged 
$610—making a total of $793. But 
the only figure calling for a com- 
parison with the wages of the in- 
dustrial worker is $183. 


539 


Shop Workers’ Wages 


In 1921 the average earning of 
the railroad shop worker was $1506 
—or more than eight times what 
the average farmer received for his 
labor. The miner did still better, 
scoring an average of $1,779. And 
yet we heard considerable from the 
railroad shop worker and the miner 
about the fact that they were not 
being paid a living wage. And in 
connection with this comparison 
please remember that the farmers’ 
$183 was for “risk” as well as for 
labor. If he could only eliminate 
the element of risk from his opera- 
tions it would mean a lot to him.° 
He never knows whether the “ghost 
is going to walk or not.” His pay 
check is likely to be a red ink assess- 
ment. 


What’s to be done about making 
it possible for the farmer to receive 
a living wage? ‘That’s the practical 
question. 


A Hopeful Sign 


It is decidedly a hopeful sign that 
the real leaders of farmer thought 
have no expectation of assuring the 
farmer a fair degree of prosperity 
by means of legislation. They 
frankly admit that it cannot be done 
that way because the trouble is an 
economic one. Legislation is needed 
to remove certain handicaps under 
which the farmer is laboring—but 
that will not restore the balance be- 
tween the farmer’s reward and the 
industrial wage worker’s pay check. 
It will merely help a little. The 
farmer needs all the little helps he 
can get. And he is in a position to 
get about what he insists upon in 
the way of legislation from the pres- 
ent Congress, too. If legislation 
could insure his prosperity he soon 
would be on the High Road. 


In all the earnest discussions 
which I have heard on this subject 
—and that’s a plenty!—two im- 
portant considerations seemed to be 
uppermost : 

I. A decreased production of 
farm products. 

2. A readjustment of freight 
rates to pass the burden of recent 
increases to manufactured goods 
thus giving the raw materials from 
the farm a chance to get to market 
at reduced cost. 
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Cutting Down Production 


As to the first consideration, 
there is undoubtedly a strong in- 
clination on the part of farmers 
who intend to continue in produc- 
tion to cut down its volume. What 
is perhaps more to the point is the 
fact that thousands upon thousands 
of farmers have lately quit farming 
and gone after jobs in industry. 
The desertion from the ranks of 
farmers since 1920 has been on a 
wholesale scale. But even in 1920 
there were 1,573,543 fewer people 
on the farms of this country than in 
1910—this in spite of our huge pop- 
ulation increase. 


No arbitrary agreement among 
farmers to cut down farm produc- 
tion is necessary—although senti- 
ment for such a movement is un- 
deniably strong. The farmers will 
not have to call a concerted produc- 
tion strike to reduce production. 
The matter is taking care of itself 
on an economic instead of an or- 
ganization basis. Thousands of 
farmers are simply leaving the 
farms and getting industrial jobs 
requiring neither risk nor invest- 
ment. 


Waiting On Europe 


This process of farm desertion is 
bound to continue until Europe is 
again a good and active buyer of 
American farm products. If there 
is a well-informed business man 
who expects this to happen soon 
enough to make any great difference 
to most of the men on farms today 
he has failed to make his voice 
penetrate through the prevailing 
cloud of export gloom. Thinking 
farmers have a settled conviction 
that it will be a long time before 
Europe will afford him much 
nourishment as a customer for farm 
products. He is not counting on that 
outlet and his mind is decidedly 
busy with the problems of decreased 
production. He is inclined to feel 
that he has been very busy “killing 
the job,” as the union worker put 
it, and that it is about time for him 
to pass up to the industrial worker 
the same brand of output restraint 
that the organized worker in indus- 
try has been passing to his em- 
ployer. The farmer is thinking of 
“slowing down”’’ too. 


Respecting the readjustments of 
freight rates to shift some of the 
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burden now resting on raw materials 
from the farm to the shoulders of 
fabricated products carrying the 
cost of industrial labor, the farmer 
can and will exert a powerful pres- 
sure and will probably secure sub- 
stantial results. 


More Thought To Marketes 


There is one outstanding tendency 
among all farmers—that of giving 
less thought to production and more 
to marketing. They have acquired 
a stubborn conviction that somehow 
they are going to have more to say 
than heretofore about the prices at 
which they sell their products. 
Some have rather wild theories as 
to how this may be accomplished. 
But there is a strong mass deter- 
mination to achieve this end by any 
and every means possible. 

For example, the American Farm 
Bureau Federation, or one of its 
subsidiary organizations, not long 
since applied for membership on 
the Chicago Board of Trade. The 
application was denied which looks 
to the uninformed outsider like a 
very poor piece of business policy 
on the part of the Exchange. The 
Farm Bureau Federation has a long 
arm and is likely to make its re- 
sentment felt sooner or later. It 
thinks the farmer is quite as much 
entitled to have a little to say about 
the price of wheat as the LaSalle 
Street speculator, © - 

Leaders of big business have been 
keenly alive to the gravity of the 
farmer’s situation. Bankers and 
economists in particular have not 
only realized it long since but they 
have applied their energies and in- 
fluence to awakening little business 
to a realization that the American 
farmer must have at least a “living 
wage.’ About the only member of 
America’s great working family who 
appears blissfully ignorant of this 
fact is the typical industrial worker 
whose thinking is apparently done 
for him.by his organization leaders, 
his business agents and higher offi- 
cials of his union. But he is going 
to be educated along this line later 
if not sooner. If he can make it 
sooner the medicine will be much 
easier to take. 


Co-operation 


The committee of bankers, busi- 
ness men and economists appointed 


* 
. 
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by the Chicago meeting to which 
referred in the beginning of th 
article has been able to repo| 
definite and decided progress. | 
the month of January alone mo 
than fifty commercial clubs ha 
held meetings with farmers for ft) 
purpose of arriving at a better m) 
tual understanding and of taki 
certain practical steps in the line) 
making it a little easier for tl 
farmer to get a living wage. 

The committee is also acting wi 
the farm bureau organization ar 
the County Agricultural agents ¢ 
over the country—establishing | 
hand to hand contact with t) 
farmer which is calculated to rea: 
into every agricultural townshi 
The committee does not claim th 
it knows just how to give the Ame 
can farmer a “living wage” at t} 
present stage of its activities, it co. 
siders itself very largely a fac 
finding body. It is out after t: 
facts and when it gets them it pr; 
poses to govern its activities a 
cordingly. 


Business Changes 

At a meeting of the Board of Dir« 
tors of the Bank of Pittsburgh N, .| 
held January 15, Sidney B. Congd 
was elected vice-president in charge 
its Credit Division, succeeding E. |) 
Seibert, who has resigned on accot} 
of ill health. Mr. Congdon, who ¢ 
sumed his new duties January 17, f 
been National Bank Examiner in Pit 
burgh and Cleveland districts for t} 
past three years. 


John B. H. Dunn has been elect, 
vice-president and director of the 
tional Bank of Baltimore. Until 1 
cently he was identified with The Mi 
chants National Bank as vice-preside' 
Other newly appointed directors a1) 
Frank J. Caughy, Caughy & Co.; W} 
J. Delcher, cashier; Theodore N. At 
tin, assistant cashier. | 
i ie 

Elmer T. Eshelman, who has be) 
first vice-president of the First Tri: 
and Deposit Company of Syracuse, I) 
been elected president of the City Ba 
Trust Company of Syracuse, to succe 
Stewart F. Hancock, who_ becom) 
chairman of the Executive Committ) 


: 


iP 


. 
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At the annual meeting of The h) 
tional Shawmut Bank of Bost 
Thomas Hunt, of the law firm of Gi 
ton, Snow, Saltonstall & Hunt, w) 
added to the board of directors. F; 
ward A. Davis, an assistant cashier | 
the bank, was elected a vice-preside 
and George E. Pierce, of the Cre! 
Department, was elected an assisté 
cashier. & 


TP)ERHAPS there is no subject 
TP in whose name more crimes 
“against truth have been com- 
‘\mitted than that of “sound cur- 
-rency.’ The term  has_ been 
employed over and over again and 
has come to mean almost anything 
or nothing. But because it once 
meant something it is always re- 
sorted to by demagogues. At the 
present moment there seems to be 
ja danger that it will be used by 
a potential presidential candidate as 
representing the “platform” upon 
which he expects to “run.” How 
carefully does the average man or 
even the average banker consider 
what is desirable in a currency? 
Perhaps hardly at all, and yet there 
it no question that more nearly 
and directly touches the immediate 
welfare of every class in the com- 
‘munity. 

! 


| Purpose of Money 


To ‘tell what sound currency is 
one must first have an idea of the 
purpose of currency or money. 
That purpose is primarily to ex- 
change goods and to furnish a 
standard of deferred payments 
hich may be employed in giving 
back to lenders the control over 
_ goods which they have advanced at 
an earlier date. Money thus has 
one primary function as a means 
of exchanging goods and another 
as a means of measuring the value 
of goods. A good currency is a 
currency which serves as a good 
substitute for money; as money has 
just been described. 
It would seem as if this defini- 
tion of money and currency ought 


0 be perfectly conprehensible, per- 
mitting of no mistake. But in fact 
demagogues and those who are dis- 
posed to mislead the public for 
Various ulterior reasons have suc- 
ceeded in disseminating an entirely 
different view of the purpose of 
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money. Some of them contend 
that the soundest or best currency 
is that which is so arranged as to 
bring about a “fair” redistribution 
of wealth. They want a constantly 
appreciating currency—one which 
keeps playing into the hands of the 
seller of goods by enabling him 
to count confidently upon higher 
prices in terms of money so that he 
pays the producer from whom he 
has obtained them less and less. 
It is a strange thing that this kind 
of currency is often highly praised 
or favored by the producer himself, 
notwithstanding that he is the great- 
est sufferer from it. 


“Labor Time” 


There is another popular view 
of sound currency which aims to 
base it upon “natural products” or 
“natural forces;’—usually, it 1s 
true, specifying products or forces 
which have been monopolized or 
can be controlled by the advocate 
of such currency. Thus from time 
to time there have been schemes 
to issue a currency based upon or 
protected by farm products stored 
in warehouses or occasionally rep- 
resenting “units of energy” or 
horse power. The rulers of Soviet 
Russia at one time attempted to 
introduce a currency representing 
“labor time,” each man receiving a 
check representing the number of 
hours of time he had put in at work 
while goods themselves were to be 
valued in terms of hours of pro- 
duction time. Thus one man who 
put in an hour’s time in street 
cleaning received the same control 
over goods as he who put in an 
hour’s time at surgery. ‘The theory 
was that this kind of “sound” cur- 
rency enabled the “poor man” to 
get a larger supply of goods. It 
was a means of realizing social 
justice. 

Perhaps this and other similar 
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What is “Sound Currency?” 


Editor Journal of Commerce, Formerly Secretary Federal Reserve Board 


Some of Those Who Would Mislead the Public Want A Con- 
stantly Appreciating Currency Which Plays Into the Hands of 
the Seller of Goods To the Detriment of the Producer. 
Currency’? With Which the Poor Man Can Purchase Nothing. 


«Sound 


sound currency experiments would 
not have worked out as they did 
if there had been some means of 
insuring a continuous supply of the 
right kind of goods. The trouble 
was that currency issues did not 
manufacture goods, and that when 
those who could perform a certain 
kind of labor were not paid in pro- 
portion to their effort they stopped 
making goods. So it was not very 
long in Russia before the sound 
currency which was issued in favor 
of the poor man had brought it 
about that the poor man could not 
buy anything with the currency. 
This was an unfortunate kind of 
“soundness.” We do not want 
something like it in the United 
States today, yet very similar pro- 
posals are now being made in a 
good many quarters that ought to 
know better. 


Not Interchangeable 


The terms sound money and 
sound currency are frequently used 
as if they were interchangeable or 
identical, but that is very far from 
being the case. By sound money 
is meant, as the term is currently 
used, money which satisfactorily 
represents and holds its value or 
which results in doing substantial 
justice between the individuals who 
use it. These individuals are 
usually either purchaser and seller 
or borrower and lender ; and sound- 
ness in money is realized or attained 
when its use brings about equitable 
relations between the two parties 
to the transaction. Such relations 
do not necessarily imply absolute 
stability, although it is frequently 
stated that a stable money is the 
only equitable or just money, so 
that various projects for “stabiliz- 
ing” the dollar are current and have 
attained a considerable following. 
By absolutely stable money is 
meant money which retains substan- 
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tially the same power to command 
commodities over reasonable periods 
of time. This, however, may or 
may not be an absolutely equit- 
able or just condition of affairs. 
If wages, for example, are fluctuat- 
ing rapidly or other conditions of 
production are not stable ;—if for 
example the total productiveness 
of society as a result of the ap- 
plication of labor and capital is 
greater or less, per capita or per 
unit of investment, it may well be 
doubted whether a “stabilized dol- 
lar” will be a just dollar. If it is 
not just it cannot be spoken of as 
a “sound” or honest dollar. Sound- 
ness or honesty in money therefore 
is found in the maintenance of sub- 
stantially equitable relations be- 
tween the parties to the transac- 
tions, as already stated. 


The Gold Dollar 


In common experience thus far 
the dollar (or money) which has 
been found to be soundest or most 
equitable has been the gold dollar, 
not because it has maintained its 
stability, for its variations in value 
(power to command commodities) 
both during and since the war have 
been tremendous, but because, on 
the whole, a payment made in gold 
has represented the form of trans- 
fer which came nearest to main- 
taining relations between buyer and 
seller or debtor and creditor which 
were most nearly satisfactory to 
both parties. The fluctuations, 
injurious as they were, were prob- 
ably not greater than those in other 
means of economic measurement 
and in most cases not as great, 
while the convenience of the parties 
to the transactions was 1nore closely 
served by the payment of gold or 
its equivalent, because it was more 
universally recognized or accepted 
than any other medium was or in 
the circumstances could have been. 

The substitution of some ficti- 
tious unit of value such as that 
which was advocated in recent dis- 
cussions of the payment for one of 
the Government’s war nitrate plants, 
when it was suggested by a “busi- 
ness’ man that the best way for 
the public to buy and pay for prop- 
erty was simply to print an issue 
of legal tender paper currency, 
would simply give power to the 
politicians who now misgovern the 
United States and almost every 
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other country to shift from the gold 
standard of value to a new govern- 
ment legal tender paper standard. 


Tried in the Civil War 


That experiment was tried during 
the Civil War with disastrous re- 
sults, the paper immediately depre- 
ciating to a third of its value or 
thereabouts. It has been tried in 
various European countries of late 
with equally or more disastrous re- 
sults. It does not much matter 
what is “behind” such legal tender 
paper “money,” because it has lost 
the fundamental attribute of money, 
which is that of not requiring to 
be redeemed. Gold has its own 
value due to the fact that the public 
uses it in certain monetary and 
other ways and is therefore willing 
to receive it and to give goods in 
exchange for it. Paper has no 
value except as it represents a pos- 
sible promise of the Government 
to pay gold or some other medium 
of exchange in the future. Very 
much the same may be said of the 
proposals to issue labor time checks 
or to print currency protected by 
farm products, which would be 
“sound” because representing “nat- 
ural products” or articles that are 
of actual use. In such cases the 
recipient of the paper becomes, in 
fact if not in theory, the owner of 
a certain share of farm products 
or whatever it is that is carried 
“behind” the paper so issued and 
he has to take his risk of the fluc- 
tuations in the power of such com- 
modities to command others, since 
only in rare instances will he him- 
self want to consume these particu- 
lar products. 

Sound currency is easier to define 
than sound money because it is 
simply currency,—that is, a money- 
representative—which is convertible 
into sound money. Assuming that 
it is so convertible, its own elements 
of soundness are found merely in 
the arrangements that have been 
made to assure such convertibility. 
Our Federal reserve notes are today 
sound because they have behind 


them enough gold to insure immedi-* 


ate exchange of the currency for 
a form of money which is at all 
events the best and most available 
that is known, being so considered 
by the mass of the population of the 
world. Our national bank notes are 
generally considered sound, al- 
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though in a lesser degree, because 
it has always proven possible to 


convert them into the ultimate 
standard of value—gold. Sound- 


ness in currency is found, therefore 
exclusively in the ability on the’ 


part of its holder easily and with-. 
out expense to himself to exchange 
his currency when he desires it for 
an equal amount of what has been 
generally agreed is sound money, 
That is a sound currency which is 
so convertible on demand without. 
cost, while unsoundness is found in 


a currency in the degree in which 


there is difficulty or expense in. 
bringing about such conversion. A 
sound bank note is one whose is- 
suer has made satisfactory arrange- 
ments for converting the note into) 
sound money in the way already | 
described. 


| 
{ 
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Must Be Acceptable 


“Soundness” in money or in cur-. 
rency is thus seen to lie in the fact 
that the money or currency thus 
spoken of insures to the possessor 
of it as satisfactory a way of meet- 
ing his indebtedness and controlling | 
or exchanging goods as is known 
to the community; and it is essen- 
tial to this definition that money to. 
be sound should be money that is) 
generally regarded as acceptable. 
without the necessity of a legal- 
tender law to compel its use. It’ 
must be the voluntary choice of the. 
commercial community as a me-| 
dium of exchange, and means of | 
settling debts. 

This view of the matter throws | 
an unfavorable light upon the 
schemes of various politicians and 
presidential aspirants for the sub- | 
stitution of monetary media of their | 
own in place of the media which 
have been selected by the world at) 
large as, all things equal, the most 
available or best. What they want 
is the use of a money medium which 
is easily obtained or controlled by | 
themselves or by some small group 
whom they represent. In order to. 
mask this purpose they frequently 
speak of gold or other forms of 
existing money as being easily 
“monopolized” or as being con- 
trolled by some “trust.’’ No state- 


ment could have less foundation, © 
particularly in view of the fact that | 


we have in the United States today, 
and (omitting a short period. during 
the late war) have practically con-_ 


es 


t 


demand, 
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tinuously had for many years, 
forms of currency and money all 
of which could be converted with- 
out trouble or cost immediately, on 
into..gold. There has 
never been any question in recent 
years about such convertibility, 
while on the other hand the fact 
that prices have steadily risen, with 
the exception of the brief period 
of reaction from the extreme high 
post-war “peak,”—shows that there 
has been no capacity on the part 
of any element in the community 
to “control” gold in the sense of 
making it scarce or in other words 
of enabling it to purchase a larger 
amount of commodities. If any 
“trust” has sought to accomplish 
such a result by monopolizing gold 
it has signally failed of success. 


New Officers 


Four new officers were added to the 
official staff of the Commercial Na- 
tional Bank, Washington, D. C., recently 
when the new board of directors or- 
ganized for the current year. They 
are: Hayden Johnson, general counsel, 
who was elected to fill the vacancy 
caused by the death of the late Charles 
Cowles Tucker; T. Blackwell Smith, 
assistant cashier ; Frederick H. Cox, 
assistant cashier, and Alexander R. 
Varela, assistant cashier. The other 
officers were re-elected as follows: R. 
Golden Donaldson, president; Harring- 
ton Mills, first vice-president; James B. 
“Reynolds, vice-president; James H. 
Baden, vice-president and cashier; 
Laurence A. Slaughter, vice-president ; 
Herbert V. Hunt, assistant cashier; 
Fendall Cain, assistant cashier; Robert 
A. Cissel, assistant cashier, and Walter 
J. Harrison, assistant cashier. 


Convention Calendar 


Date ASSOCIATION PLACE 
Feb. 22 Vermont ........ Montpelier 
May 3-5 North Carolina...Pinehurst 
May 15-17 Texas saeWallas 
Meevecc-23 Missouri <.....2s05+5 — 
May 23-25 Pennsylvania ....«).....5- 

Atlantic City, N. J. 

May 23-26 California .....Long Beach 

May 24-25 Kansas Pai atctitson 

May 24-26 Virginia .. .. Richmond 
mune 11-13 New York .......... 

Sees. Utah. 2. ck cc ewe eos Logan 

_ June 21-23 South Dakota....Rapid City 

“June 26-27 Illinois ...... —— 
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The fact that this term “sound 
currency” or “sound money,” as 
just seen, has for many years past 
been used in an undiscriminating 
way as meaning simply the form of 
money or currency which was de- 
sired or demanded by the individual 
who was using the term, has given 
the expression a suggestion of 
hypocrisy. This has become great- 
ly. exaggerated by reason of the 
current effort of various recent 
advocates of money and credit 
nostrums to apply the term to their 
own favorite schemes. ‘The time 
has come when the public at large 
ought to refuse to be deceived in 
any stch fashion. They should 
demand an exact definition of 


soundness in every such case and 
should, moreover, insist upon hav- 


Unsound Money 


While we can say without 
hesitancy that the business and 
financial systems of the nation 
are in as sound a condition as at 
any time in our history, the at- 
titude of large groups of people 
in some parts of the country 
toward unsound money agita- 
tion cannot be ignored. Over- 
confidence in prosperity that 
obscures this menace may re- 
sult in the destruction of the 
prosperity that undoubtedly lies 
ahead if we maintain our finan- 
cial balance. 


In the middle western states, 
the growth in unsound money 
doctrines, and unwarranted at- 
tacks on the Federal Reserve 
System which is the bulwark of 
our financial stability, are cause 
for serious consideration and 
action. 


The staunchest business sys- 
tem imaginable can be under- 
mined by unsound money and 
unsound banking theories. If 
they gain a footho!d among the 
people, under the guise of meas- 
ures of social justice, no busi- 
ness system is safe. 


We have seen the harm this 
can do in this country in pre- 
vious periods of agitation. We 
see the harm it is doing today 
in other nations. The greatest 
social justice that can be es- 
tablished is through the main- 
tenance of sound business.— 
John H. Puelicher. 


ing it recognized that the established 


idea of soundness as applied to 
media of exchange is ability to do 
justice between the parties to busi- 
ness transactions. Such justice, like 
all justice,is never more than meas- 
urably secured, but it is most nearly 
approached when those who are 
entitled to money receive that form 
of money which at the time is most 
generally and universally regarded 
as a means of buying goods or sat- 
isfying debts. - “Reform” schemes 
for money issue put forward by in- 
dividuals are almost necessarily un- 
sound, since they do not represent 


any consensus of opinion and afford 


no assurance of giving to recipients 
of money anything that they or 
anyone else wants or can use. 


The Institute Convention 


HE twenty-first annual conven- 

tion of the American Institute of 

Banking will be held in Cleveland, 

Ohio, on July 16, 17, 18, and 19, 
1923. While the convention is always an 
occasion of utmost importance to every 
one of the more than 53,000 members 
of the Institute, this year it takes on 
added significance from the fact that 
it will mark the twentieth anniversary 
of the first Institute convention, which 
was held on September 18 and 19, 1903, 
in the same city in which it will convene 
next July. At that first convention were 
assembled many young men who today 
occupy positions of trust and authority 
in the banking affairs of the nation and 
in the executive and administrative 
bodies both of the Institute and of its 
parent organization, the American Bank- 
ers Association. 

David C. Wills, Chairman of the 
Board of the Federal Reserve Bank of 
Cleveland, has been appointed to head 
a committee of Institute “pioneers” 
whose task it will be to insure the at- 
tendance at the coming convention of 
as many as possible of the delegates 
to that original, historical gathering. 
It will be the privilege of the President 
of the American Institute of Banking, 
Carter E. Talman of the American Na- 
tional Bank of Richmond, Virginia, in 
which city the Institute was born more 
than twenty years ago, to preside at this 
anniversary meeting and to point out 
to all the banking profession the tre- 
mendous progress that has been made 
by the Institute since those early days. 


— 


‘Twelve Banks Signed 


Community Advertising as Illustrated by a Campaign in Memphis, 
Tenn. in Which All the Banks of the City Joined. The Plan Gives the 
Banking Appeal Larger Space at Less Cost than is Possible When Each 


Carries on Its Own Campaign. 


Concerted Action Eliminates Waste. 


WELVE banks of Memphis, 

Tenn. have been running a 

joint or community series of 
advertisements in the newspapers 
of their district, thereby getting 
advantages which seemingly would 
not accrue by individual effort. 


particular kind of advertising. He 
will regard his appointment as an 
opportunity. 

With the larger space and the 
larger appropriation it naturally fol- 
lows also that art work will be- 
come a feature of such a series— 


tages is that of being able to turn 
all solicitations for business into one 
office where one person is free to 
decide things on their merits. With 
such an officer, especially if he hap- 
pens to be detached from banking, 
solicitations in behalf of trivial and 


Obviously twelve 
banks uniting in an ad- 
vertising campaign, tell- 
ing the story of thrift 
and of commercial 
banking, not as it ap- 
plies to one bank but 
as it applies to all the 
banks of the commun- 
ity, are pretty sure to 
create a new degree of 
confidence. 

It is good that the 
public have full conf- 
dence in your bank but 
it is better that it have 
confidence. in all the 
banks, for that attitude 
on the part of the pub- 
lic is good for the busi- 
ness of the city, and 
may be considered as a 
form of insurance as 
well as assurance. 

Whatever may be the 
disadvantage of club or 
community advertising, 
its mere attention value 
is as a rule likely to 
give to banking a new 
advantage, because the 
distributing of the cost 
makes possible larger 


_ Why banks solicit small savings accounts — 


CGASIONALLY we find that some 
people would hike to have a bank 
actount for the purpose of saving 

money, but they hesitate to come tn and 
‘open the account, because of the mis- 
taken notion fhat the bank awilf look 
down on small accounts, 


@ C9 MALL” is a relative. word. To 
S some peaple $25 is a small amount. 
to deposit, and to others even less 
than $100 is 2 small amouns, considered 
8 a bank deposit. But let us make it 
clear that no one in this community who 
has $1 to deposit cither as a starter on, 
or addition to, 2 sayings account need 
feel any embarrassment or hesitancy ia 
offering the deposit to the savings de- 
partment of any of the undersigned 
banks. Qn the contrary, they can de- 
pend upon a welcome, for our Savings 
Departments were organized and are 
operated for the purpose of attracting 
deposits of this kind. We could cite 
many accounts which are of substantial 
‘proportions today that began with $1. 


“Amnunl income 
Riot expenditure 
wr, Keay 
co nto praind, ettnont expend: 
Mares toeaty, porte oupht and Kix, 
Fest witserys” z 
Mr. Mlentcbor tu Data Copper tele 
Dickens) 


» ANKS are interested in making 
every adult-in the community a 
bank depositor. They know 

“Rome was not built ina day” and that 
“Big oaks from little acorns grow.” 
They realize that often the wage earner 
bus but little to spare, and so they have 
arranged to accept as low as $1 as the 
initial deposit on a savings account or as 
an addition to any geposit already 
made, The undersigned banks pay in- 
terest at the rate of 3% per annum, com- 
pounded on the first of January and 
July in each vear. 
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BANK OF COMMERCE & TRUST CO. 


GUARANTY BANK & TRUST CO. 


 §% per annum, compound interest, issu- 


_ bill that must be paid, rather than as a 


= apportunities for yourself Note the 
= table herewith showing what small 
=> monthly deposits on a persistent basis 
= will accomplish, aided by 3% per an- 


376.98 510.31 GATGT FANIS BIAS 2095.17 123901 Is99.43 E> 


cally grows financially and becomes a 
larger depositor and patron of the 
bank's facilities; me anes 


LIBERTY SAVINGS BANK & TRUST C0. 


UNION & PLANTERS BANK & TRUST CO. 


wasteful media are 
fruitless. 

In addition to the ac- 
tual saving of money 
the time of busy men is 
thus saved. 

At least once in re- 
cent years it happened 
in a certain city of the 
United States that the 
running of large display 
advertising in mnews- 
papers in behalf of in- 
dividual banks not only 
lost its appeal but was 
actually regarded by a 
few as a mark of sus- 
picion. ‘There is ig 
chance of any such con- 
struction being placed 
upon full page adver- 
tising when all the 
banks of the city unite 
in the campaign. Then 
the public knows at a 
glance that the adver- 
tising is costing the in- 
dividual banks less than 
do the ordinarily separ- 
ately-conducted cam- 


| You and © 
| Your Bank 


No.5 of a xeeiey uf folks. 
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ie 
ef are Necessary’ —appecrx 
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fay. 


HERE the depositor will agree 
to leave funds of $500 or more 
undisturbed for a period of 60 

days or longer, on time certificates of 

deposit, the undersigned banks will pay 


ing their certificates of deposits there- 
fost 


IKE everything clse, the savings 
account, if it is kept At resolutely 
and on a systematic basis, that is, 
H certain: percentage of monthly or 
weekly earnings, and considered asa 


Juxury you are allowing yourself, will 
pave the way to bigger things for you. 
dt will make possible a home of your 
own, af education. for your children, 
better things for your family, bigger 


num, compound interest, - 


E SOLICIT. small: savings ac- 
counts, because we know from 
experience that the man. or 

woman who dearps to Save systematt+ 
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space at lesser expense 
to the individual bank. 
The greater aggregate 
appropriation likewise 
opens the way for placing the work 
of preparing and placing the series 
in the best available hands. Natur- 
ally it follows that the man selected 
will under such circumstances make 
every effort to produce the best of 
which he is capable. He will bend 
his energies to the end that his 
banks may have the benefit of all 
the experience available on this 
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an aid to advertising not to be had 
when the average bank of the aver- 
age city carries on its publicity in 
its accustomed way, for too often it 
happens that the advertising when 
done individually is “wished” upon 
someone whose routine of banking 
duty leaves him little time for crea- 
tive work, 

Among the less obvious advan- 
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planned advertising on 
behalf of all the banks 
of a city may with 
proper _ engineering 
bring about some results not likely 
to be attained by one-bank efforts. 
There are many things to commend 
it but if nothing more could be said 
in favor of this plan than that it 
saved the effort and annoyance of 
combating the waste, community ad- 
vertising would still have somethin; 
worth while to its credit. 


(Concluded on page 546) 


work is clearly 


Association Aid for Farmers 


S part of a plan for expand- 
ing its activities in promoting 
the mutual interests of farm- 

ing and banking, the Agricultural 
Commission of the American 
Bankers Association has appointed 
as director of the commission, Prof. 
D. H. Otis, who has lately held the 
post of Assistant 
Dean of the Wiscon- 
sin College of Agri- 
culture. 

mnere- has also 
been appointed an 
outstanding group of 
agricultural experts 
to serve as an Advis- 
ory Council to the 
Agricultural Commis- 
sion. They are Presi- 
dent Wm. M. Jardine 
of the Kansas State 
Agricultural College 
at Manhattan, Kan- 
sas: Dean Wm. R. 
Dodson of the Col- 
lege of Agriculture, 
Louisiana State Uni- 
Metsity at Baton 
mouge, La.; and 
Dean Harry L. Rus- 
sell of the College of 
Agriculture, Univer- 
sity of Wisconsin, at 
Madison, Wis. 

The broad purpose 
of the Commission’s 
set 

forth in the words of 

Burton M. Smith, 

president of the Bank 

of North Lake, Wis- 

, consin, who is chair- 
'man of the Commis- 
sion, when in addressing the Ad- 
ministrative Committee he said: 

“The underlying endeavor of this 
Commission must continue to be a 
better understanding and a greater 
Co-operation between the bank and 
the farmer. The banker knows how 

to run his bank, but often does 
not fully appreciate one important 
‘source from which he obtains a 
large amount of the money with 
which he conducts his business. 
‘This is particularly true of the city 

‘banker. City banks have country 
correspondents from whom they re- 
Céive large deposits. , These deposits 
come primarily from the farmer. 
“We recommend that the Agri- 


— 


cultural Commission have its appro- 
priation sufficiently increased so as 
to enable it to employ a paid agri- 
cultural expert, who will be pre- 
pared to meet with each commission 
member in his own district, for the 
purpose of conferring with the 
presidents, secretaries and chair- 


PROF. D. H. OTIS 


Director of the Agricultural Commission of the American Bankers 


Association 


men of the Agricultural Committees 
of the states comprising the dis- 
tricts; this to be the means of ob- 
taining concrete facts as to the needs 
in each Federal Reserve district. 

“This Director should be a prac- 
tical agricultural educator who is 
ready to do more than desk work. 
It is the personal touch that brings 
results. If need be, the country 
banker must be met in his own bank 
and the farmer in his own field. An- 
tiquated methods for producing 
crops are no longer profitable to the 
farmer. He must be abreast of the 
times. The Agricultural Director 
must be both an educator and a busi- 
ness counsellor. 
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“He should be a man of sufficient 
personality to be able to establish 
productive points of contact with 
such organizations as the United 
States Department of Agriculture; 
the agricultural colleges; the heads 
of agricultural associations; the 
heads of farm equipment manu- 
facturing associa- 
tions; state bankers’ 
committees; farmer- 
banker committee ; 
the packing interests 
as users of farm 
products and _ allied 
business houses; 
the Commission of 
the Great Lakes 
Waterway;  agricul- 
tural publications ; 
with those handling 
the railroad problems 
of the farmer; legis- 
lators interested in 
the establishment of 
farm credit instru- 
mentalities; and with 
those in charge of 
the boys and_ girls 
farm clubs. 

“The farm must be 
made an_ attractive 
future field for the 
boys and girls of the 
farm today. Lhe 
farm home must be 
improved. The young 
folk must be made to 
see the importance 
and dignity of agri- 
cultural work. They 
must be trained in 
business methods and 
in cultural pursuits. 
Here must come the co-operation 
of the Agricultural Commission 
and the Educational Committee of 
the American Bankers Association, 
not only for the better understand- 
ing of the farmer by the banker 
and of the banker by the farmer, 
but also for the dissemination of 
knowledge with regard to finance 
and economics among the school 
children in the rural districts.” 

The work of the Agricultural 
Director will be active, practical, 
and personal rather than desk and 
secretarial. He will confer with 
bankers and farmers throughout 
the country with a view of promot- 
ing better farm finance and develop- 
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ing more business. He will also 
form contacts with other organiza- 
tions and activities for advancing 
the interests of American Agricul- 
ture. 

Prof. Otis is a graduate of the 
Kansas State Agricultural College 
and after graduation he became as- 
sistant in agriculture at the same 
institution. Later he was elected 
to the position of Professor of Dairy 


Husbandry and then to the posi- 


tion of professor of Animal Hus- 
bandry. For four years he was 
editor of the Kansas Farmer. 

In order to enlarge his experi- 
ence, Professor Otis resigned his 
position with the Kansas Agricul- 
tural College in 1903, to become 
the manager of the Deming Ranch 
of 2500 acres in southern Kansas. 
He was called from the ranch to 
the University of Wisconsin where 
he became assistant to Dean W. A. 
Henry of the College of Agricul- 
ture and Assistant Professor of 
Animal Nutrition. 

Upon the retirement of Dean 
Henry, Prof. Otis became associated 
with Dean H. L. Russell and was 
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made Assistant Dean of the College. 


of Agriculture and Professor of 
Farm Management in the Depart- 
ment of Agricultural Economics. 
He assisted in the organization of 
the American Farm Management 
Association, whose name was later 
changed to the American Agricul- 
tural Economics Association, and 
served one term as its President. 

Prof. Otis resigned his position 
with the. University of Wisconsin 
to become the Director of. the 
Banker-Farmer Exchange of the 
Wisconsin Bankers’ Association, 
which position he has held for 
over three years. Here he has been 
instrumental in developing a plan 
whereby a farmer may list what he 
has to sell at his local bank and the 
prospective buyer can likewise list 
his wants at his bank. These list- 
ings are forwarded to the head- 
quarters of the Banker-Farmer Ex- 
change which acts as the Clearing 
House, getting the buyer in touch 
with the seller. Prof. Otis is the 
author of a number of publications 
on Agriculture. 


Twelve Banks Signed 


(Continued from page 544) 


The banks of Memphis ran their 
series in newspaper full-page size, 
amply illustrated. The text was 
reinforced with a quotation from 
some author or financier whose 
name is familiar to the reading pub- 
lic such as: 


“A bank account pays large dividends 
socially in addition to its steady finan- 
cial returns—J. P. Morgan.” 


“How can one be ready for the 
glorious opportunities ahead of him un- 
less he has cultivated the habit of econ- 
omy and prudence? He must save all 
he can in season and out of season— 
John D. Rockefeller.” 


“No man can afford not to be thrifty. 


Only the poor are wasteful. E. H. Har- 
riman.”’ 
“E.xtravagance rots character; turn 


your youth away from it. On the other 
hand the habit of saving money, while 
it stiffens the will, also brightens the 
energies. If you would be sure that you 
are beginning right, begin to save.— 
Theodore Roosevelt.” 


The reduction from the full page 


newspaper advertisement shown 
above emphasizes Mr. Micawber’s 
advice to David Copperfield: 


“Annual income twenty pounds, annual 
expenditure nineteen, nineteen six, result, 


happiness. Annual income twenty pounds, 


Annual expenditures twenty pounds, 
ought and six, result, misery.” 

But the series was not aimed 
merely at savings as the titles of 
other pages will show. Among 
them were: 

“The Banker, the Community Trustee” 


“Before you Invest—Investigate 
Through Your Banker” 


“Thieves Know Where to Look. for 
Hidden Money.” 


“Why the Clearing House?” 


“Exchange Charges—Why They Are 
Necessary.” 


“Think of Your Banker As a Friendly 
Adviser.” 

There is little likelihood that ad- 
vertising of this kind will be over- 
looked among the day’s news and 
there is practical certainty that it 
will command the lasting respect of 
all who read it. 
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Prof. Otis is author of a number — 


of publications 


on agriculture. | 


Among these are bulletins on “Flesh — 


and Fat in Beef ;’ “Experiments in 
Feeding Calves;’ “Experiments in 
Breeding and Feeding Pigs;” “The 


Dairy Calf at Meal-Time;’ “Ex-— 


periments in Feeding Steers,’ and 
the “Farm Well Planned.” He also 
wrote a treatise on “Dairying in 
Kansas” for the quarterly report 
of the Kansas State Board of Agri-— 
culture. Among his other works is 
“Farm Accounts Simplified” now in 
its sixth edition; and with Mrs. 
Otis he wrote “Household Accounts 
Simplified” now in its second edi- 
tion. The “Banker-Farmer Hand- 
book,’ a farmer’s handy reference 
was also compiled by Prof. Otis, 
and was distributed in large num- 
bers to the farmers of Wisconsin 
through the banks of the State. The 
“Buyers Note Book” is still another 
publication that he has issued for 
the benefit of the purchasers of 
dairy cattle. 

Prof. Otis’ office will be in the 
First National Bank Building, 
Madison, Wisconsin. 


Money in Circulation 


The Treasury statement shows that 
the total amount of money in circulation 
on January Ist, was $4,732,898,991. 
This, of course, excludes money held by 
the Federal Reserve Banks and Agents, 
and money held in the Treasury. It 
gives a per capita circulation of $41.80. 

The ‘Treasury’s form of circulation 
statement was changed on July 1 last 
so as to exclude from money in circu-— 
lation all forms of money held by Fed- 
eral Reserve Banks and Agents. Under 
the form of statement used before this 
change, the per capita circulation would 
be $52.26. The per capita circulation on 
January 1, 1922 was $41.51; on April 1, 
1917 it was $39.54; on July 1, 1914, 
$34.35 and on January 1, 1879, $16.92. - 


Three new directors were elected at the | 


annual meeting of the Century Trust 
and Savings Bank of Chicago. They 
were: Henry D. Sulcer, John S. Duck- 
worth and D. I. Jarrett. 
Mr. 


advertising. Duckworth is con- 


nected with Duckworth Bros., architects, | 


and Mr. Jarrett is of the firm of Deming | 
& Jarrett, attorneys. The following — 
directors were re-elected: John W. 


Fowler, president; Almer Coe, C. R.”| 


Corbett, W. G. Dahl, Fred A. Grow, | 
E. B. Knudtson, Herman Mack, C. S. 
Peterson and A. C. Thompson. 


Mr. Sulcer | 
is president of Vanderhoof & Company, | 


| 
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‘The Bogie of German Competition 


By WALTER LEAF 


Chairman London County Westminster and Paris Bank, Limited 


Instead of the ‘“‘Dumping”’ Feared upon the Return of Peace the 


Exact Opposite Prevails. 


Germany’s Two-Price System By 


Which Goods Have Been Kept at Home. Speculators Have Kept 
the Nation Going. Depreciation of the Mark the Most Gigantic 


Inflation of the currency means 
the free distribution of purchasing 
power; people, finding fresh means 
of purchase placed in their hands, 
naturally proceed to purchase freely. 

There is of course an alternative 
—they might save the power to use 
in the future. But that is an alter- 
native which no sensible person will 
contemplate. The power that is 
given them is a rapidly wasting 
power; it must be used at once, or 
it will fast approach the vanishing 
point. Each successive addition to 
the currency depreciates all that has 
gone before. 

So soon as anyone gets a mark 
in Germany, his first instinct—and 
a very proper one—is to exchange 
it. for something that has an in- 
trinsic value not to be found. in 
Government paper, something which 
will at all events retain some value 
in use, and is therefore bound to 
tise in price as the mark falls. 
What the article is, really does not 
matter, so long as it has an intrinsic 
value. 


Anything But Currency 


_ I should like to give you a concrete 
instance of what happens, an in- 


_ stance which I had from the mouth 


of the late Dr. Rathenau, and which 

is not the less apposite because it 
happens to be a case of the flight 
not from the mark but from the 
Austrian krone. 

Dr. Rathenau was, as you know, 
the head of the great electrical 
trust.which controls the market in 
Europe, and is known as the A. E.G. 
He told me that one of his travel- 


_lers brought back from Austria the 


| 


proceeds of a large sale for cash of 
electrical bulbs. Dr. Rathenau did 


_ hot recognize the name of the pur- 


chaser as a known dealer on the 
_ scale which the purchase indicated, 


| = an address delivered in England in December 


| 
| 
| 


and inquired if it was a new firm. 
He was told that the buyer had 
nothing to do with the electrical 
trade at all. 


Internal Effect 


“T met him in the hotel,” the 
traveller said, ‘he told me that he 
was in possession of a large number 
of kronen which he wished to in- 
vest; he had been trying to buy 
wheat from a large grain merchant 
across the road, but found there 
was none to be had; so, hearing 
that I had electric lamps to sell, it 
occurred to him that they would do 
as well as wheat, and he accordingly 
purchased this large line for cash.” 

This, then, is the internal effect 
in Germany of inflation; it has 
stimulated enormously the internal 
demand for goods, and has sufficed 
to keep all the factories of the coun- 
try full of work, and to avoid so 
far the spectre of unemployment. 
But it has at the same time involved 
a very real drop in the standard of 
living of the workers themselves, 
for wages have always lagged be- 
hind the rise in the cost of living, 
and the employers have had the 
advantage of this difference. 


They have been the real gainers 
at the expense of their men; they 
have been forced to profiteer 
whether they would or not. And it 
is important to bear in mind that 
the advantage gained by maintain- 
ing full employment is essentially a 
temporary advantage; it depends not 
on the actual fall in the mark, but 
on the rate at which it falls, and the 
continuance of the fall. Any stabi- 
lization of the mark will at once 
put an end to it for good. The one 
internal advantage Germany has got 
from her policy of inflation is tran- 
sient ; to the other consequences of 
it we will come back presently. 
But we must first look at the con- 
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sequences of inflation in her ex- 
ternal trade, as shown in the ex- 
changes. 

The old measure of the “par of 
exchange,” namely gold, has neces- 
sarily ceased to have any meaning, 
unless as a far distant ideal, so long 
as the currencies of the world have 
ceased to be redeemable in gold, 
and have been inflated in various 
degrees. All that we can do if we 
want to compare different cur- 
rencies is to estimate the purchas- 
ing power of each in its own coun- 
try; and this can only be done by 
comparing the index figures of the 
prices of commodities in the differ- 
ent countries. 


Purchasing Power Parity 


If we find that, taking 1913 as a 
basis of price and calling it 100, 
prices have risen in country A to 
200 and in country B to 300, that 
means that currency A has fallen 
to one-half, and currency B to one- 
third of its pre-war purchasing 
power ; and if there is free exchange 
of goods between A and B, the com- 
parative exchange values of cur- 
rency A will tend to become 150 in 
CURTCHCy a Dem elf -currency +B “is 
actually selling for, say, 200, then it 
will clearly be worth while for a 
holder of currency A to exchange 
it for currency B, thus getting the 
power of buying 150 of B goods, 
which are as much as he can buy 
with 100 in his own country, and 
being left with a profit of 50. In 
other words, the “internal purchas- 
ing power” of one currency tends 
to be equated to the internal pur- 
chasing power of the other. This I 
take it is self-evident. If a man 
finds that the amount of marks 
which he can buy with $100 will 
procure him twice as many pairs 
of boots in Germany as he can buy 
with $100 in America, he will buy 
the marks and import the boots. 
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This conception of “purchasing 
power parity,’ due to Professor 
Cassel, has attracted much atten- 
tion of late. Its apparent simplicity 
makes it alluring; and, moreover, 
there should be “money in it.” For 
it would seem that by a simple com- 
parison of the prices of two coun- 
tries we ought to be able to detect 
the influences behind the movements 
of the exchange, and forecast the 
trend of rates in the future. But 
when we come to apply it, we are 
reminded of what the poet Hafiz 
says of the passion of love—‘it 
seems a simple thing at first; but 
troubles befall.” For the problem 
has been simplified only by making 
two large assumptions—first, that 
we can suitably compare the relative 
prices of two countries, and, sec- 
ondly, that the interchange of com- 
modities between them is free and 
unhampered. 


Restriction of Exports 


Let me give you an instance of the 
way in which, as it appears to me. 
Germany has deliberately restricted 
her exports in favor of her home 
trade. I select a case which came 
before me, not in the way of bank- 
ing business, but in my own private 
dealings. I had before the war 
been taking in a German publica- 
tion on a grand scale, an encyclo- 
paedia of a technical nature, which 
was being published with true 
German thoroughness. It had 
reached the letter H. Ascertaining 
after the war that several fresh 
volumes had appeared, I instructed 
my foreign bookseller to apply for 
them, expecting to obtain them at 
a cheap rate, as the exchange was 
greatly in ow favor. To my sur- 
prise, I learned that the publishers 
refused to supply them direct. They 
stated that the price had been 
greatly raised, and that, in addition, 
the books were only supplied for 
export through agents in Switzer- 
land, and must be paid for in Swiss 
francs. The Swiss exchange was, 
of course, against us; so that I was 
expected to pay not only an en- 
hanced price but make a loss on the 
exchange as well. I inquired why 
my bookseller could not buy them 
In open market in Germany and 
have them sent direct. The ans- 
wer was that the publishers only 
sold them in Germany on an ex- 
plicit contract that they should not 
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be exported. I declined to pay a 
price which had become prohibitive, 
and the German publishers lost their 
export in my case. And. this was 
before our reparations duty of 26 
per cent. had been placed on Ger- 
man exports. 

Now this illustrates a_ policy 
which has been largely adopted by 
the leaders of German industry. 
They have found their productive 
power seriously curtailed, and have 
not ventured to undertake large ex- 
port business, because they could 
not be sure of manufacturing the 
goods. 


Preferential Prices 


You will remember that not long 
after the war, there was a consider- 
able outcry about German competi- 


tion. This has virtually died out; 
and it is reported that, though 
large orders were placed with 


German houses, it was difficult or 
impossible to get delivery. Manu- 
facturers found their capacity 
barely equal to supplying home 
needs, and they preferred to devote 
themselves to these rather than at- 
tempt to capture the foreign mark- 
ets, as they should have been able 
to do. They therefore quoted pre- 
ferential prices for the home trade; 
if the foreigner chose to order, he 
must be made to pay dearly for the 
privilege. 

German trade has in fact fol- 
lowed a policy which is the exact 
opposite of dumping ; it is a deliber- 
ate renunciation of competition in 
the foreign markets. Hence it is 
today that not only is there little 
complaint of German competition 
here, but our manufacturers are 
actually finding that they can export 
to neutral markets, such as Holland, 


which, before the war, were for - 


many classes of goods a German 
preserve. The result is that there 
have been two rates of prices in 
Germany, one for the home pur- 
chaser, the other for the foreigner; 
and the index number for the 
former is no guide to the interna- 
tional purchasing power of the 
mark. Hence it is that the ex- 
change value of the mark has been 
constantly far below the purchasing 
parity in Germany. 


Pays for Employment of People 


Now let us consider what Germ- 
any has had to pay for the one real 
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advantage of full employment for 
her workpeople. Who has had to 
pay for it? The answer to the 
question is, I think, clear. The 
cost has been paid by two classes 
of people; in the first place, by 
the German investor in securities 
bearing fixed interest, among which 
are prominent the German Govern- 
ment’s own loans; in the second 
place, by the foreign speculator in 
German marks. Perhaps one ought 
to add a third; for the workman 
has undoubtedly contributed by a 
fall in the standard of living, due to 
the “lag” in the rise of wages as 
compared to that of retail prices. 
But it will be enough now it we 
turn our attention to the other two 
classes, whose contribution is more 
conspicuous. 


Always Germany’s Gain 


Let us begin with the speculative 
buyer of marks. He it is who has 
enabled Germany to carry on as 
long as she has. German exports 
being, for the period since the war, 
almost invariably less than German 
imports, it is clear that she has not 
been able to pay for her needs in 
goods, as should be the case in 
normal times. She has paid for 
them by the sale of currency abroad. 
And whatever rate she has had to 
take for her marks, it has been 
worth her while to take it, is com- 
plete confidence that by the time the 
goods had reached her shores the 
mark would have further depre- 
ciated so that there would be a 
profit on the transaction. 

It has been very lucrative for 
Germany in the past; but it has one 
serious disadvantage—that it can- 
not go on for ever. Germany can 
always go on selling a bear in her 
own currency, on one condition— 


that she can find those who are — 


willing to buy for the rise. Hither- 
to her success has been phenomenal. 
Confidence in German credit has 
been found all the world over, ex- 
cept in Germany. What the amount 


of marks that have been bought © 


purely as as speculation may come 
to, I do not suppose we shall ever 
know; but it must be something 
very large. 


Speculation World-Wide 


The speculation has been world- 
wide, and very 


largely in the 
nands of amateur speculators of the _ 


eee 
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“Widow and orphan” sort. Probably 
there has been more in the United 
States than anywhere else. The 
American newspapers, I see, have 
been publishing estimates that the 
amount which has been lost there 
in marks, is enough to have paid 
the whole of the German indemnity 
under the treaty. That may be an 
exaggeration, but it indicates a very 
big movement. Regardless of the 
example of the rouble, at every 
fresh fall in the mark there have 
always been found people to say: 
“Now the bottom must have been 
touched; there can be no further 
fall; let us go in and buy for the 
inevitable rise.” Thus Germany has 
always been provided with balances 
abroad wherewith to pay for her 
essential imports. 


Drawing To An End 


But the process appears now to 
be drawing to an end. The recent 
collapse of the mark exchange is 
due to the extreme difficulty of sell- 
ing marks at any price. It has at 
last come to be recognized that in- 
flation is a bottomless pit, into which 
it is useless to throw money. And 
Germany seems to be face to face 
with the problem of how she is to 
get from abroad what she absolutely 
must have. She must have certain 
raw materials, if her factories are 
to be kept going; and what is even 
more important, she must have a 
certain amount of imported food, 
if her population is to be kept alive. 
Germany has to feed no less than 
20 millions of her population by the 
import of food; and hence it is 
that German economists have said 
that the only solution of the prob- 
lem is to shoot 20 million Germans. 

Already we begin to hear of car- 
goes of ‘meat destined for Germany 
which have had to be diverted to 
Great Britain, because, as they ap- 
proached Hamburg, it was found 
impossible to finance them. The 
same will to all appearance happen 
with the cotton and wool which are 
needed to keep German textile fac- 
tories going. It. looks as though the 
coming winter may bring Germany 
to the precipice which lies at the 
end of the slope down which she 
has been sliding with ever accelerat- 
ing speed; and the apparent pros- 
perity of her manufactures would 
be succeeded by a disastrous short- 
age both of food and of employment. 


So much then for the foreign 
speculator who has paid a great part 
of the expense of carrying Germany 
through the last four years. The 
other class who have shared the 
cost are the internal investors in 
Germany itself. The depreciation 
of the mark has formed the most 
gigantic capital levy that the world 
has seen. 


The Confiscation 


The levy—the confiscation if you 
like—has fallen upon one class of 
investors, those who hold securities 
bearing fixed interest, and among 
these a leading place, of course, is 
held by the owners of German Gov- 
ernment securities. These are the 
elect of the investors, the steady, the 
safe and the patriotic, those who 
brought their well-earned savings 
to the need of their country during 
the war, and already held every 
sort of mortgage and debenture. 
They find their capital destroyed. A 
man who, before the war, enjoyed 
an income of say £5,000 a year on 
the best security, finds it rapidly 
falling to about £10 a year. If he 
had a mortgage on a house, he finds 
his mortgagor repaying him by sell- 
ing a pair of second-hand boots. 
The lender is penalized, the bor- 
rower enriched; saving is made 
impossible ; the only sensible course 
is to spend your money as fast as 
you get it, and cease to think of the 
future. 

Germany has gone far on the 
spendthrift’s downward road. What 
hope is there that she may yet re- 
cover? When we speak of re- 
covery, there can, of course, be no 
question of recovery of the mark 
to its gold parity. ‘The best that 
can be hoped for is a stabilization 
of the mark. That can only be done 
by ending inflation ; and a point has 
been reached at which the mere ces- 
sation is a most dangerous and 
difficult process, even without actual 
deflation. Germany has been living 
on the difference between the in- 
ternal and the external purchasing 
power of the mark—the “lag”; and 
even to abolish this by ceasing for a 
time to add to the issue of notes 
will involve an acute and grave eco- 
nomic crisis. 


Like The Opium Victim 


Has Germany the reserve, both in 
political courage and in material re- 


sources, to carry her through? It 
is difficult to believe that she can 
now do anything without material 
help from outside. She has not been 
able to maintain a balance of ex- 
ports sufficient even to maintain her 
supply of raw materials and food- 
stuffs in the past, and has apparent- 
ly come near the end of her ex- 
ports of currency. Yet it is only 
by a surplus of exports that she 
can keep herself alive, without any 
thought of paying reparations or 
other foreign obligations. Until she 
can balance in the first place her 
budget, and in the next her exports 
and imports, she can but continue 
on the fatal slope of inflation. 

And how can she balance her 
budget, when a budget cannot be 
laid before the Reichsrath quickly 
enough for its calculations to retain 
any validity in face of a fresh fall 
in money and rise in prices? The 
vicious circle goes merrily round, 
and the printing press is taxed more 
and more heavily. If the press is 
stopped, chaos will ensue. 


She (Germany) found herself 
faced in the Treaty of Versailles, 
with demands that it was plainly 
hopeless for her to attempt to meet. 
At first, I believe, there was an 
honest attempt to do what could be 
done. Large cash payments were 
called for. ‘These could be met only 
by an extension of the policy of 
inflation which had been pursued 
throughout the war. And so the 
downfall was brought about. None 
of us are wholly free from blame. 
We insisted on the sick patient—I 
hardly think we realized how sick 
she was—taking the fatal drug, and 
now I fear the habit has been es- 
tablished beyond cure. Germany 
seems to me to have lost the grit 
for which she was once famous, 
and is drifting towards ruin with 
the vacant stare of the opium vic- 
tim. And the drug which has taken 
her into bondage is none other than 
the fatal opiate of a degraded cur- 
rency—so pleasant at first, so hor- 
ribly cumulative in its working, so 
hard to shake off. Can Germany 
still pull herself together? It is our 
business to do what we can to help 
her; for a complete collapse will 
mean a disaster to Europe and the 
world, the magnitude of which is 
beyond our power to foresee. 


Some of the Major Problems 


N employee of Henry Ford 

is quoted as saying, in connec- 

tion with the movement to 
create Ford-for-President  senti- 
ment that the next president of the 
United States will be a man who 
“can read a blue print.” Mr. Ford 
is generally credited with the ability 
to read a blue print of something 
mechanical but not with the same 
ability when it comes to working out 
our present course from the ex- 
perience of the past. 

History is akin to a mammoth 
blue print of past events, and often 
shows us pretty clearly where we 
will land if we start on certain 
courses of conduct. Just as a blue 
print will reveal to an engineer, or 
to a practical man in engineering 
or mechanics, weaknesses or impos- 
sibilities of construction, so can 
proposals in government, or eco- 
nomics be checked up by history 
and their strength or weakness in- 
dicated by the results produced. In 
the conduct of its internal affairs, 
no nation, can, if it would, ignore 
its own history; in the conduct of 
its foreign relations no nation can 
well ignore the history of other 
nations. 

Before the present Federal Re- 


HERE was recently printed 

in the newspapers an item 

from an Associated Press cor- 
respondent at Petrograd announcing 
that the State Bank in Petrograd 
had lately begun the minting of gold 
coins. 

The new gold pieces correspond 
in size to the ten ruble pieces of 
the regime of the Czar, worth ap- 
proximately $5 each. Some of the 
new coins have been made from the 
old coins, some have been minted, 
the correspondent says, from sacred 
articles confiscated by the govern- 
ment from the churches, and some 
minted from new gold mined iast 
summer, 
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serve System was established there 
was a long investigation of the his- 
tory and practices of the banking 
systems of the world by men com- 
petent to read a “blue print” of 
that kind. But Mr. Ford does not 
believe in history. He has been 
quoted as saying that history is 
“bunk,” consequently that part of 
the history of the United States 
which deals with schemes of a 
financial nature, financial heresies 
and crises which over night turned 
prosperity into commercial adver- 
sity, may not make a strong appeal 
to him. 

One spokesman says that one item 
of the platform, if Mr. Ford 
should run, would be “sound cur- 
rency.’ Recurring again to his- 
tory, some barbarous things have 
been done in the name of civiliza- 
tion and culture all down through 
the centuries, and there is abundant 
reason for suspecting that in this 
movement the “sound” currency 
may be a matter of verbiage and 
acoustics rather than of fundamen- 
tals and base. Excepting war, fam- 
ine and pestilence, nothing would do 
more to upset the prosperity of 
America than a false prophet of cur- 
rency leading the people away from 


The Beginning of Dawn 


An interesting field of economic 
consideration is suggested by each 
of these three sources of supply of 
gold. 

The new government in Russia 
despised the old and all things per- 
taining thereto, and one of its early 
acts attempted to make printing 
press money take the place of real 
money. ‘Those who held the power 
of government fancied that by law 
and decree the government could 
create wealth by printing currency. 
But the reformers erred when they 
acted on the assumption that paper 
money can be made to function as 
currency of stable value without 
having anything more substantial 
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those principles and practices which 
our own history and the experiences 
of other peoples have shown to be 
safe. 

Mr. Ford has become the richest 
man in the world under the cur- 
rency system that he would change. 
His wealth is in part a product of 
our present financial scheme! His 
ability to make money in manufac- 
turing under the sound and safe 
financial laws of the country is no 
guarantee of his ability to reshape 
those laws. 

Mr. Ford abhors waste, and 
that is an excellent trait. There 


is a waste of 12,000 human lives — 


in automobile accidents each year. 
It should be more important to 
save that many lives each year than 
to save grease, oils and sawdust. 
Here is a related problem more ur- 
gent than money or credit and of- 
fering a greater field for actual 
service than the presidency itself. 


It would be a wicked waste for — 


Mr. Ford to use his eminence and 


his wealth to undermine confidence — 


in a financial system built on. the 
experience not of a few years, but of 
generations, and in so doing 
jeopardize the business, the savings 
and the employment of thousands. 


back of it than the imprint of the 
government. Laws creating fiat 
money—money without a promise 
to redeem—eventually degenerate 
into the class of literature, and be- 
come mere reading matter. 

Now the Russian government ap- 
parently has found that a stable cur- 
rency can not be maintained in this 


way even when thrones are over- 


turned and broken and the tyrants 
are dead. It has been found that 


there are things which governments — 
can not do, and one of them is to- 


compel their people to accept worth- 


less paper in lieu of sound money. — 


New regimes may smash if they 
will the institutions of the old, but 
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there are certain principles against 
which it is useless to decree. It is 


useless to attempt to abolish the 


base of gold as a medium of ex- 
change, for it has come to us out of 
the ages—nor an arbitrary some- 
thing, but the best and safest basis 
of exchange that both ancient and 
modern times has devised. In re- 
coining the old gold of the Roman- 
offs the new government consciously 
or unconsciously acknowledges the 
failure ofits dream of better times 
through cheap money, plentiful be- 
cause there are no limitations to the 
amount issued. In the minting of 
the church treasure there is proof 
of the extreme need for gold to re- 
establish the business of the coun- 
try. That some new gold, mined 
last summer is used shows that, do 
what it will, no government can 
rob gold of its value. Men will 
always seek it, men will always ac- 
cept it in exchange for goods, and 
governments always have and al- 
ways will need it. 

But the outstanding fact in this 
bit of news which filters out of 
Petrograd seems to be that Rus- 
sia, having had its fling at paper 
money, is now wiser and poorer by 
the experience and is yielding to 
those circumstances which have 
made it advisable that nations 
should base their currencies on gold. 
“When the financial history of 
Russia is written; when the com- 
plete story of the money delirium 
which afflicted a whole nation is 
told, the historian, coming at length 
to the time when the religious 
articles were fashioned into coins, 
might well write for the benefit of 
the nations yet to come, “This 
marked the beginning of dawn.” 


HE menace of the boll-weevil 
is regarded with deep concern 
in England. <A_ threatened 
shortage of American cotton spells 
disaster for the Lancashire mills. 


In British official circles they are 


giving attention to schemes for the 
development of cotton plantations. 
A 212-mile extension of the Su- 
dan Railways to Kassala has been 
planned and the loan will be guar- 
anteed by the government. The 
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Comptroller of Currency, 


Nominated by President Harding to be 


Governor of the Federal Reserve Board 


Seepage of Values 


construction of the new road will 
make possible the expansion of the 
cotton growing area in the delta of 
the River Gash. 

A further loan is soon to be raised 
to finance the building of a dam at 
Makawar on the Blue Nile and a 
canalization system for the irriga- 
tion and development of a large cot- 
ton area in the El Gezira district 
south of Khartoum. The El Gezira 
scheme is capable of the devel- 


opment of fully 3,000,000 acres. 

In the attitude of mind which 
these development plans suggest, 
there is an indication of a trend of 
events important both to the south 
and the north of the United States. 

There is a seepage of a market 
and a seepage of productive values. 
In the undulations of business the 
loss may be overlooked at times, 
but we cannot escape the cumula- 
tive effect. 


The Capper and Lenroot Bills 


ESIGNED primarily to pro- 
Dri additional machinery to 

afford credit to farmers, the 
Capper and Lenroot bills have come 
to the front in Congress, the former 
(S. 4280) having passed the Senate 
on January 19 and been referred 
to the House Committee on Banking 
and Currency, while the Lenroot 
bill (S. 4287) was on January 11th 
reported to the Senate and is at this 
writing (January 23) about to be 
taken up by that body for considera- 
tion. The purpose of this memo- 
randum is not to discuss the merits 
of these particular bills but simply 
to make a general statement of their 
purpose and main features for the 
information of members. 


The Capper Bill 


In reporting the Capper bill, the 
Committee says its primary purpose 
“is to provide adequate credit facil- 
ities for the agricultural and live- 
stock industries of the United States 
with special reference to loans of 
longer maturity than six months 
which may be required to meet the 
seasonal demand of producers and 
distributors.” The bill is divided 
into four titles which contain (1) 
provisions for organization of agri- 
cultural and live stock credit corp- 
orations (2) certain amendments of 
the Federal Reserve Act (3) amend- 
ment to the War Finance Corpora- 
tion Act and (4) an amendment to 
the Federal Farm Loan Act. 


Federal Agricultural Credit 
Corporations 


Title I of the bill (cited as “The 
Federal Agricultural Credit ZXEt i) 
authorizes the organization, under 
Federal charter, of corporations to 
provide credit facilities for the agri- 
cultural and live stock industries of 
the United States, with a minimum 
capital of $250,000, and at least five 
directors. These corporations are 
subject to examination and under 
the supervision of the Comptroller 
of the Currency in the same man- 
ner as national banks. The approval 
of the Comptroller for the begin- 
ning of business can only be given 
after he has determined that the 
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laws of the state afford adequate 
protection in such matters as the 
bonding, licensing and inspection of 
warehouses, recordation of chattel 
mortgages and the like. National 
banks may become stockholders, 
subject to the Comptroller’s ap- 
proval, to the extent of 10 per cent. 
of their capital and surplus. The 
words “Federal Agricultural Cred- 
it” are appropriated exclusively to 
the use of corporations organized 
under the act. 


Nature of Business 


Federal Agricultural Credit Corp- 
orations are empowered to make ad- 
vances upon or purchase or dis- 
count agricultural paper of two gen- 
eral types; (1) paper secured by 
warehouse receipts or like docu- 
ments covering readily marketable 
and non-perishable agricultural 
products or by chattel mortgages 
upon live stock which are being fat- 
tened for market, having a maturity 
of not exceeding nine months; (2) 
paper secured by chattel mortgages 
upon maturing and breeding live 
stock and dairy herds, with a ma- 
turity not exceeding three years. 

These corporations may also sell, 
with or without indorsement, their 
purchased or discounted paper and 
may issue, subject to the regulations 
of the Comptroller, collateral trust 
notes or debentures secured by such 
paper. They also may buy or sell 
or deal in Government securities 
and, when requested by the Secre- 
tary of the Treasury may act as 
fiscal agent of the United States 
and, under certain limitations, as 
custodians or trustees; and they may 
purchase, hold and convey real es- 
tate for certain limited purposes 
connected with their business. The 
Secretary of Agriculture is author- 
ized to license competent persons 
to inspect live stock as a basis for 
loans. 


Regulations and Restrictions 


The indebtedness which may be 
incurred by a Federal Agricultural 
Credit Corporation is limited to ten 
times its capital and surplus and the 
amount which may be advanced to 
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any one borrower is limited to 20 
per cent. of capital and surplus un- 
less the advance is secured by ware- 
house receipts, when the limit is in- 
creased to 50 per cent. The interest 
rate charged by such a corporation 
follows the terms of the National 
Bank laws and is limited to the law 
of the state in which the obligation 
is payable. Current funds may be 
kept on deposit with Federal Re- 
serve banks, which banks may act 
as depositories for and fiscal agents 
of such corporations. State taxa- 
tion is permitted on the same basis 
as that applied to national banks by 
present or future laws. 


Reserves 


At the commencement of opera- 
tions at least 25 per cent. of the 
paid in capital (the requirement as 
to payment of capital being that 50 


per cent. must be paid in in cash. 


and the balance in instalments with- 
in six months from the date. upon 

which the business is commenced ) 

must be deposited with the local 

Federal Reserve Bank in bonds or 

other obligations of the United 

States. As indebtedness is incurred 

either by a rediscount of paper or 

issuance of debentures, the amount. 
of such deposit must at all times 

equal at least 714 per cent. of such 

indebtedness. This reserve may be 

used, under regulations of the 

Comptroller, to protect or preserve 

any property pledged or mortgaged 

as security for obligations owned or 

indorsed by the corporation. 


Other Provisions 


The Act provides for the conver- 
sion of existing state financing 
corporations into Federal corpora-_ 
tions. It also provides for consoli- 


dation, and voluntary and involun-_ 


tary liquidation of Federal Agricul-— 
tural Credit Corporations. It also 
contains certain criminal clauses nec- 
essary to enforce its provisions. — 


Rediscount Corporations 


In addition to the Federal Agri- 


cultural Credit Corporations, the Act " 


’ 


_- Federal Reserve Act. 
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authorizes the formation of redis- 
count corporations, having a mini- 
mum capital of $1,000,000 with 
authority to rediscount paper of the 
Agricultural Credit Corporations. 
The limit of indebtedness which 
may be incurred by the rediscount 
corporations is left to regulations 
to be prescribed by the Comptroller 
of the Currency. The rediscount 
corporations can obtain funds either 
by issuing debentures or by selling 
agricultural paper with or without 
their indorsement. 


Amendments to Federal Reserve 
Act 


Title II of the Capper bill makes 
a number of amendments to the 
It amends 
Paragraph 1 of Section 7 by provid- 
ing that after the 6 per cent. cumula- 
tive dividend to stockholders, there 
shall be paid each year to the United 
States a franchise tax of such an 
amount as will make the aggregate 
paid for 1922 and subsequent years 
equal to the aggregate amount of 
cumulative dividends paid the stock- 
holding members for such years. 
After the full amount of the fran- 
chise tax has been paid the United 
States, the balance of the net earn- 
ings go to a surplus fund until it 
shall amount to 100 per cent. of 
subscribed capital; thereafter when 
net earnings in any year exceed 12 
per cent. an extra dividend of not 
to exceed 3 per cent. may be dis- 
tributed to the stockholders and 10 
per cent. of the remaining net earn- 
ings must be paid into surplus and 
90 per cent. to the United States 
as an additional franchise tax. The 
purpose of this is to render the Fed- 
eral Reserve System more inviting 
to eligible state banks. 

An amendment of Section 13 of 
the Federal Reserve Act is made 
which carries the rediscount privi- 
lege to bills of exchange payable at 
sight or on demand, which are 
drawn to finance the domestic ship- 
ment of non-perishable, readily 
marketable staple agricultural prod- 
ucts secured by bills of lading or 
_ other. shipping documents conveying 
title. Such bills of exchange must 
be forwarded promptly for collec- 
tion and no such bill can be held for 
account of any Federal Reserve 
Bank for a period in excess of 
_ ninety days. 

__ A new Section 13 (a) is added 
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which provides that agricultural 
paper, secured by warehouse re- 
ceipts representing readily market- 
able nonperishable agricultural com- 
modities may be discounted with a 
maturity not exceeding nine months ; 
also that paper secured by chattel 
mortgage upon live stock which is 
being fattened for market, is eligible 
for discount where it has a maturity 
not exceeding nine months. A para- 
graph is also added which defines as 
agricultural paper any note, draft or 
bill of exchange issued or drawn by 
a co-operative marketing association 
composed of producers of agricul- 
tural products, if the proceeds of 
such paper have been or are to be 
advanced by the Association, to its 
members or used in paying members 
for agricultural products delivered 
to the Association or to meet ex- 
penditures in connection with the 
grading, processing, packing, pre- 
paration for marketing or marketing 
of agricultural products. 

It is further provided that bank- 
ers’ acceptances, if drawn for an 
agricultural purpose and secured by 


warehouse receipts covering readily 


marketable staples, may be dis- 
counted with a maturity at time of 
discount of not more than six 
months as against the present limit 
of ninety days. 

A further new provision is that 
whenever the Federal Reserve 
Board declares that the public in- 
terest so requires, Federal Reserve 
Banks may purchase and sell in the 
open market acceptances of corpor- 
ations organized under the Federal 
Agricultural Credits Act. 

The ninth paragraph of Section 
9 of the Federal Reserve Act is 
amended so as to make it possible 
for smaller state banks to enter the 
Federal Reserve System. It is pro- 
vided that a bank organized in a 
place having a population not ex- 
ceeding 6,000 inhabitants may be 
admitted with a minimum capital 
of $30,000 as against the present 
$50,000 and where the population 
does not exceed 3,000 inhabitants, 
the minimum capital is fixed at $15,- 
000. ‘These provisions are coupled 
with requirements that the capital 
will, within three years, be increased 
to the present limits of $50,000 and 
$25,000. 


War Finance Corporation 


The Capper bill extends the time 
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during which the War Finance 
Corporation may make advances 
for agricultural and export pur- 
poses to March, 1924. Applica- 
tions received up to and including 
February 29, 1924 may be acted 
upon and the advances made at 
any time before March 31, 1924. 


Federal Farm Loan Act 


The bill amends the Federal 
Farm Loan Act by increasing from 
$10,000 to $25,000 the amount of 
loans which a Federal Land Bank 
may make to any one borrower. 


The Lenroot Bill 


The Senate Banking and Cur- 
rency Committee in reporting the 
Lenroot bill (S. 4287), stated its 
purpose and general features in the 
following language: 

“This bill is designed to aid in 
securing for the agricultural inter- 
ests of the country the same per- 
sonal credit facilities as are now 
enjoyed by those engaged in com- 
mercial pursuits. Under the exist- 
ing financial system credit facilities 
are afforded through the Federal 
Reserve System for commercial pa- 
per having a maturity of not ex- 
ceeding 90 days, and for agricul- 
tural paper having a maturity of 
not exceeding six months. Through 
the farm land bank system credit 
facilities are afforded the agricul- 
tural interests of the country, based 
upon real estate security for long- 
term loans, but there is an inter- 
mediate period extending from six 
months to three years very neces- 
sary for the farmers of the coun- 
try for which they now have inade- 
quate credit facilities. The farmer 
should have a personal credit facil- 
ity to correspond with his turn- 
over. That is, a loan for produc- 
tive purposes or marketing pur- 
poses should be of such maturity 
as will enable the borrower to pay 
off the loan out of the proceeds of 
his crop. Under existing condi- 
tions bank will not generally make 
loans extending beyond six months, 
not because of any lack of confi- 
dence in the borrower to repay the 
loan but because of the inability 
of banks, in case of stringency or 
emergency, to realize on such long- 
term paper. To meet this situation 
a discount facility should be pro- 
vided for this long-time paper co- 
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responding to the discount facili- 
ties for commercial paper, and that 
is the principal object of this bill. 

“We believe that the major part 
of relief to the agricultural inter- 
ests will come not through the dis- 
counting of long-term paper but 
through the assurance to the banks 
extending this accommodation that 
in case of need a facility is pro- 
vided for its discount. With that 
object in view, the bill sets up in 
the 12 farm land banks under the 
Federal farm-loan banking system 
a separate personal credit system 
with segregated assets and _ liabili- 
ties under the same management as 


is now provided for Federal land 
banks and under the supervision of 
the Farm Loan Board, each having 
a capital of $5,000,000 subscribed 
by the Government, and with au- 
thority to issue collateral trust 
debentures to the extent of ten 
times its capital, the proceeds of 
which shall be available for use for 
discounting for or purchasing from 
any bank or other institution named 
in the bill, obligations the proceeds 
of which have been advanced or 
used in the first instance for agri- 
cultural purposes. It may also 
make loans direct to co-operative 
associations engaged in producing 
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and marketing staple agricultural 
products or live stock where the 
obligations of such co-operative as- 
sociations are adequately secured. 

“Amendments are also proposed 
to the Federal reserve act extend- 
ing, under certain limitations, the 
rediscount privilege of agricultural 
paper from six to nine months, and 
also further amending said act re- 
garding the eligibility of State 
banks and the payment of divi- 
dends to member banks by Federal 
reserve banks.” 

A detailed statement of the vari- 
ous provisions of the bill will not, 
at this stage be made. 


The Large Account That Is a Loser 


’ | AURNING his attention from 
small accounts to larger ones, 
the banker may be surprised 

to learn that a few of those he 
valued most highly are not so 
profitable as he thought. It is in 
seeking out such accounts that an 
analysis is of great service, for in 
many instances the causes which 
make the large account unprofitable 
may, by tactful methods, be re- 
moved. Look out for the customer 
who: 

1. Deposits checks which 
require from one to four 
or more days for collec- 
tion, and checks against 
the balance thus built up 
before the proceeds are 
available. 

2. Requires the bank to 
keep cash on hand to meet 
his pay-roll needs. 

3. Receives from the 
bank expensive  check- 
books—often printed for 
his individual use — or 
great numbers of payroll 
checks. 

4. Asks the bank to re- 
main open after business 
hours and keep additional 
currency on hand to cash 
pay checks for his em- 
ployees. 

5. Deposits currency 
and sends large checks 
out of town, thereby ne- 
cessitating continual ship- 
ments of cash on the part 
of the bank to restore 
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balances with correspond- 
ents or the Federal Re- 
serve Bank. 

6. Deposits numerous 
sight drafts on individuals 
in other cities, which re- 
quire separate mailing 
and incur considerable 
postage and _ stationery 
expense. 

7. Discounts his custo- 
mers’ notes with the bank. 

8. Continually stops 
payment on his checks, 
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laying the bank liable in 
case of inadvertence on 
the part of a bookkeeper. 

The above do not, with the ex- 
ception of checking against uncol- 
lected funds, necessarily, constitute 
things a customer shouldn’t do, 
nor is it intended to imply that they 
invariably result in losses to the 
bank, but they are services which 
the customer should adequately 
pay for with a respectable balance; 
the bank has a right to expect and 


_ demand that he pay for them. 


Form of Restrictive Indorsement 


Where a draft is indorsed “for 
collection and remittance without 
deposit or intermingling with the 
bank's funds,” such form would 
probably create a trusteeship in the 
indorsee bank, so that in event of 
its failure, the claim for the pro- 
ceeds of collection would be pre- 
ferred. 


From Kansas—If an arrival draft or 
demand draft bears the following in- 
dorsement: 

“For collection and remittance with- 

out deposit or intermingling with the 

bank’s funds” 
are such funds considered a part of 
bank’s funds in case of failure or does 


it make a preferred claim, payable in 


full out of such available funds as may 
exist at time of failure? 


There is a conflict of authority 
whether a bank which collects a 
draft for a principal and then fails 
before its remittance check is hon- 
ored, is a debtor or a trustee for the 
proceeds. The numerical weight of 
authority holds the bank to be a 
trustee and that the owner has a 
preferred claim, but the courts in 
a number of states hold the bank a 
debtor. 

The form of indorsement which 
you submit is doubtless designed 
with the intention of making the 
collecting bank a trustee for the 
proceeds so that the claim will be 
preferred. Literally thereunder, 
the bank could not deposit the 
funds collected in its own bank, 
but would have to remit the money 
or draft which it received in col- 
lection. But presumably the prac- 
tice thereunder would be for the 
collecting bank to mingle the funds 
with its own and send its own draft 
and then the question would arise 
whether this form of restrictive in- 
dorsement created a trusteeship in 
the bank which would make a pre- 
ferred claim for the proceeds. It 
seems to me, it might have such ef- 
fect as it virtually makes the collect- 
ing bank a trustee by depriving it of 
authority to deposit the funds col- 
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lected and thus become debtor ac- 
cording to the decisions of some 
courts. This form of indorsement 
has never, so far as I know, been 
passed upon judicially but I think 
it would have this effect. It occurs 
to me that if the form should read: 
“Pay to AB bank trustee for col- 
lection and remittance” this would 
creat a trust relation between the 
sending and the collecting bank and 
might have ‘the same effect without 
forbidding the trustee to deposit 
the funds in its own bank. Until 
the courts pass upon such a form 
of indorsement, however, the pre- 
cise legal effect cannot be foretold 
with certainty. 


Right to Possession of Paid Cer- 
tified Check 

A bank has the right to temporary 
possession of checks paid, whether 
certified or uncertified, until the ac- 
count with its depositor ts settled; 
and then the ultimate right to such 
possession is in the depositor. 


From New Jersey—It has been our 
custom for some time when certifying 
checks, to charge our customers’ ac- 
counts and set same up in our general 
ledger as a liability. When the checks 
are presented for payment the account 
in the general ledger is charged, and 
the checks held as our receipt. We re- 
cently learned that some of the banks 
in this vicinity are returning the original 
certified checks to the customers, along 
with their other vouchers. Will you 
kindly inform us if it is necessary for 
a bank to hold these checks after pay- 
ment has been made? 


It is quite the general practice, 
I understand, for banks to return 
to their depositors, certified checks 
paid by them equally with uncerti- 
fied checks, as paid vouchers. A 
bank has the right of temporary 
possession of checks paid, whether 
certified or uncertified, as its evi- 
dence and voucher of having made 
the payments represented thereby, 
until the account with its depositor 
is settled; then the ultimate right to 
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such possession is in the depositor, 
as they constitute evidence of his 
payment to the payee. 


Liability of Bank for Deposit 
Misappropriated by Cashier 


Where A deposits money in bank 
subject to check and the cashier 
later transfers the money to a sav- 
ings account, and loans it to himself 
and others, claiming that A has 
orally authorized him so to do which 
A denies, the bank is liable to A 
for the money deposited unless it 
can prove that A-authorized the 
cashier to loan the money out for 
his account. 


From Utah—A deposits in bank to 
checking account. Cashier later trans- 
fers a large part of account to savings, 
claiming oral instructions were given 
which A denies. Cashier after this, 
loans this money in checking and sav- 
ings account to himself and others, 
claiming consent had been given by A. 
A claims he has no knowledge of any 
such instructions or consent and only 
found out ten months after when state- 
ment of his account showed a very small 
balance. Is the bank responsible for 
this account? 

The bank is undoubtedly liable 
to the customer for the money de- 
posited to his credit unless it can 
prove that the customer authorized 
the cashier, as his agent, to loan 
this money for him. As the cashier 
only claims to have received an oral 
instruction so to do, it would prob- 
ably be hard for him to prove that 
the customer authorized him to loan 
the money out of his account, where 
the customer expressly denies all 
knowledge thereof. 


Notice of Dishonor By Collecting 
Bank 


Where a bank receives items for 
collection bearing several blank in- 
dorsements without any address, 
which items are dishonored, it 1s 
sufficient for the bank to forward 
notice of dishonor to the last in- 
dorser from whom the items were 
received. The practice is for the 
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collecting bank to make out a notice 
for each indorser leaving the ad- 
dress blank and forward all such 
notices to the last indorser from 
whom the paper was received to- 
gether with the instrument pro- 
tested. 


From Connecticut—We are receiving, 
from time to time, checks and notes 
for collection bearing several blank in- 
dorsements, such as John Jones, Richard 
Doe, etc., without any address, and we 
would be pleased to receive any informa- 
tion you might give us in regard to 
making out the notices in the event that 
protest should be required. In the case 
of notes, very. often it is possible to 
obtain the addresses of the various in- 
dorsers before the note becomes due: 
but with checks and some notes we do 
not know the address of the indorsers 
and there is not sufficient time to obtain 
same. Should the address be left blank 
on the notice to the indorser and simply 
addressed to John Jones and be sent 
together with the returned paper to the 
last indorser from whom it was received 
by us? 


The Negotiable Instruments Act 
provides that “Where the instru- 
ment has been dishonored in the 
hands of an agent, he may either 
himself give notice to the parties 
liable thereon, or he may give notice 
to his principal. If he give notice 
to his principal, he must do so 
within the same time as if he were 
the holder, and the principal, upon 
the receipt of such notice, has him- 
self the same time for giving notice 
as if the agent had been an inde- 
pendent holder.” 

In the case stated by you where 
you receive indorsed items without 
any address of the indorser, notice 
of dishonor should be made out 
with the address blank and these 
should be forwarded to the last in- 
dorser from whom you received 
same. 


Holder in Due Course of Stopped 
Cashier’s Check 


A bank in Oklahoma purchased a 
cashier’s check issued by a bank in 
Arizona from an indorsee of the 
payee, said bank knowing both 
payee and indorsee. The issuing 
bank refused payment, claiming the 
payee owed them a certain sum, but 
offered to pay the remainder. O pin- 
1on:— The purchasing bank has a 
clear right of enforcement for the 
full. amount free from defense of 
maker against payee and also has 
recourse upon the indorsers. 
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From Oklahoma:—A certain bank in 
Arizona (a national bank) issued their 
Cashier’s check to “B” who indorsed it 
and it was presented to us by “C.” We 
knew each of the indorsers and had it 
been a personal check would not have 
cashed it, but it being a cashier’s check 
did not hesitate in paying the money 
out on it because we could identify the 
payee from his signature and considered 
the check good. ‘This check was re- 
turned to us marked “Payment stopped.” 
We wrote the bank relative to the mat- 
ter and they advised that “B” owed them 
$15.00 and that they would not pay the 
full amount of the check until they had 
received the $15.00 or they would de- 
duct this amount from the face of the 
check and pay us the remainder. 

We would like to have you advise us 
if, under the circumstances, they can 
legally refuse payment of this check. 


Your bank being an innocent pur- 
chaser for value, of a negotiable in- 
strument without notice of any de- 
fense or off-set of the maker against 
the payee, has a clear right of en- 
forcement against the issuing bank 
for the full amount. Your bank is 
a holder in due course and your 
rights are declared by Section 57 of 
the Negotiable Instruments Act 
which provides: 


“Sec. 57. A holder in due course 
holds the instrument free from any 
defect of title of prior parties and 
free from defenses available to pri- 
or parties among themselves, and 
may enforce payment of the instru- 
ment for the full amount thereof 
against all parties liable thereon.” 

Under the circumstances, the is- 
suing bank cannot legally refuse 
payment of this check in full 
and you also have recourse upon the 
indorsers provided their liability has 
been preserved by due notice of dis- 
honor. 


Competency of Indiana Bank 
Notary 


A Notary Public who is an officer 
of a bank is not competent, in view 
of the prohibition of the Indiana 
Statute to act as Notary in connec- 
tion with the bank’s business in ad- 
mumstering a note to the maker of 
an affidavit attached to a note, to in- 
duce the bank to pursue the note. 

From Indiana:—We would like to 
know whether in your opinion a Notary 
Public, properly authorized to act as 
Notary Public, in his individual capacity 
and who at the same time happens to 
be an officer of the Bank is competent 
to sign and acknowledge these affidavits. 
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In other words, because such a Notary 
happens to be an officer or connected 
with the Bank, would his acknowledg- 
ment of these affidavits in connection 
with the Bank’s business make the 
acknowledgment void or make the affi- 
davit non-enforceable? 

In connection with our bank’s business 
we require affidavits, such as “Married 
Woman’s Affidavit,” or “affidavit as to 
liens and encumbrances” from some of 
our customers in connection with loans 
and the taking of notes. 


Section 2392 Burns Annotated 
Indiana Statutes (Supplement of 
1921) provides in part that “Who- 
ever being an officer in any bank 
* * * acts as a notary public in the 
business of such bank * * * shall 
be fined or imprisoned.” 

It seems to me that this would 
render incompetent an officer of 
your bank acting as notary in con- 
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nection with the Bank’s business in 


administering an oath to the maker 
of an affidavit attached to a note, 
to induce the bank to purchase the 
note.” 

The notary being incompetent to 
administer an oath in such case, I 
doubt if the affidavit would have any 
legal effect as such so far as binding 
the affiant is concerned. 


Notary Sharing Fees with Bank 


It is contrary to public policy for 
a notary to share his official fees 
with his bank and a contract so to 
do is unenforceable. 

From Kansas—Is it lawful for a 
bank to agree with its cashier who is 
also its notary, that the latter, in view 
of his salary, will turn over one-half of 
all the notary fees received by him to 
the bank? 

It is generally held by the courts 
that such an agreement is against 
public policy and. invalid. See 
opinion to this effect in Digest of 
Legal Opinions, 1908-1921,” Para- 


graph 2356. See also, recent de- | 


cision of the Supreme Court of 
Illinois digested in this number. 


— 


The Capitalist 


The capitalist is the fruit of our 
is the 


industrial experience. He 
only contrivance, except the sav- 
ings bank and the insurance com- 
pany, by the use of which we have 


succeeded in accumulating much — 


capital; and it is only by obtaining 


and using capital that we have risen — 


out of the cave and wigwam. 
—Hewnry S.. McKee. 
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Compels ATTENTION — 
ADVERTISES 
ITSELF 


. UR bank-building is a big adver- 

tisement for us,” writes an official 
of this Farmers and Merchants State 
Savings Bank, of Manchester, Jowa. And 
behind his statement stands the fact that 
this building, by means of its attractive 
brick and Terra Cotta exterior, irresistibly 
advertises itself to the “man on the 


street.” 


It can easily be seen that a very large 
part of the attention-value of this bank- 
building is secured by the architect’s 
effective use of cream-colored Terra Cotta. 
This material by reason of its almost 
unlimited adaptability to form and color 
is alwavs first choice for trim and ornament. 
It stands out here in pleasing contrast to 
the dark brick fields, thus giving the building 


an atmosphere of richness and impressiveness. 
P P 


Where brick is the facing material, Terra 
Cotta is almost always used for decorative 
purposes. On many buildings it is used ex- 
clusively for both facing and decoration. 
Terra Cotta gives greater return in beauty of 


form and color, for the money spent upon it, 
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FARMERS AND MERCHANTS STATE SAVINGS BANK. 
MANCHESTER, IOWA 
Cream glazed Terra Cotta trim and ornament 
Speckled gray Terra Cotta base course 
THE LYTLE Co., Architects 
than does any comparable material. Further- 
more, it is permanent, unaffected by weather 


or time, fire-resistant to the utmost. 


Our handsome brochure, “Better Banks”, 
shows pictures of many beautiful bank build- 
ings that have employed Terra Cotta to 
achieve their architectural distinction. It you 
are interested in banks, we'll be glad to send 
you a copy of this booklet—free, of course. 
Address National Terra Cotta Society, 19 


West 44th Street, New York, N. Y. 
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PAYMENT OF CHECK OUT‘TSIDE oF BANK- 
ING Hours VaLiIp—WaASHINGTON 


A check was presented at 8:30 o’clock 
in the morning before the bank opened 
for general business. Later on before 
the bank opened, the drawers endeav- 
ored to stop payment by notifying the 
bank, both orally and in writing. The 
bank refused to recognize the stop or- 
der. The court’s opinion reads in part 
as follows: “The courts, of course, 
recognized that it is the custom of banks 
to have regular business hours, and, 
where these hours are reasonable it will 
not ordinarily place a bank in default 
for refusing to deal with a customer 
outside of such business hours. But 
neither the custom of the bank nor 
the principle of law stated fixes any 
hard or fast rule as to the time a bank 
may transact its ordinary business. If 
it chooses to transact such business 
either before or after its usual business 
hours, the transaction is not for that 
reason alone illegal. It has the effect 
of a transaction had during the usual 
business hours, and must be impeached, 
if impeached at all, for some reason 
apart from the hour of its. transaction. 
But more than this it was shown that 
it was usual and customary for banks 
located in the city where this bank was 
located to engage in transactions of this 
sort outside of the ordinary business 
hours, especially where one bank was 
dealing with another. Since the busi- 
ness of conducting a bank is affected 
with a public interest, statutory regu- 
lation fixing the hours within which a 
bank may.transact its ordinary business 
are recognized by the courts as obliga- 
tory. In this jurisdiction, however, 
there is no such statute.” Raynor vw. 
Scandinavian-American Bank, 210 Pac. 
499, 


Norary’s AGREEMENT wWitH BANK ‘tO 
Protest CoMMERCIAL Paper at L&ss 
THAN StTAtuToRY FEES ILLEGAL AND 

He May Recover FEES FROM 
THE BANK—ILLINOIS 


A notary accepted employment by a 
bank for the sole purpose of protesting 
its commercial paper at a compensation 
less than the statutory fees. The notary 
agreed to protest commercial paper 
whenever required by the bank for 
which service. the bank agreed to pay 
him one-eighth of all the protest fees 
received by it on paper protested at the 
bank. The notary periodically executed 
a receipt in full which included an as- 
signment to the bank of all sums due 
for fees earned in the preceding period. 
The consideration for the assignment 
was the continued employment during 
the next period. 


The employment of the notary con- 
tinued from October 1, 1911, to Decem- 
ber 31, 1918, at which time the notary 
sued the bank to recover the full amount 
of the statutory fees received by the 
bank to its use. The bank as a defense 
set up the agreement entered into with 
the notary public. The court held that 
the notary could recover, stating that 
an agreement with a public officer for 
the performance of official services, -the 


- compensation for which was fixed by 


the agreement at a rate lower than the 
statutory rate, is contrary to public pol- 
icy and will not be enforced. Pitsch 
v. Continental & Commercial National 
Bank. of Chicago, 137 N. E. 198. 


Omission oF REVENUE Stamps Doks 
Not Arrect -NEGOTIABLE ~ CHARAC- 
TER OF A Note—IowA 


In an action on a note given in pay- 
ment of shares.in a corporation, it was 
established by undisputed evidence that 
the note at the time of its negotiation 
to the bank did not bear the internal 
revenue stamps, as required by. the 
Federal Statute. For this reason the 
trial court ruled “that the note was not 
regular and complete on its face,” and 
that the bank “did not become a holder 
of the note in due course.” The Su- 
preme Court held that this ruling is 
predicated on the theory and principle 
stated in Lutton v. Baker, 187 Iowa 
753, 174 N. W. 599, which since the 
instant trial:has been overruled in Far- 
mers State Bank v. Neel (lowa) .187 
N. W. 555. See also, Richardson v. 
Cheshire (Iowa), 188 N. W. 146. The 
omission of revenue stamps does. not 
affect the negotiable character of the 
note in the suit, and it was held error 
to find that it was not regular and com- 
plete on its face. Udell Savings Bank 
v. Hollingsworth, 189 N. W. 944. 


Noticrt oF DisHonor REQUIRED THOUGH 
Maker oF Note Is BANKRUPT To IN- 
DORSER’S KK NOWLEDGE—MICHIGAN 


A note in the sum of $1,000 was given 
by an Indiana corporation for the pur- 
chase of an automobile. It was in- 
dorsed by two indorsers. The corpora- 
tion became bankrupt and a receiver 
was appointed. For upwards of a year 
following, the holder of the note filed 
no claim against the maker, but insti- 
tuted suit against the indorsers. The 
indorsers defend on the ground that 
no notice was given: 
conceded by the plaintiff that no notice 
was given, it is claimed that the maker 
was bankrupt on the due date of the 
note and that the indorsers had knowl- 
edge of that fact and of the financial 
condition of the makers. 
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Although it was . 


- laws relating to the health, morals, and 
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The court held that the indorsers 
were released from liability on the 
ground that the plaintiff was not re- 
lieved from the requirement respecting 
notice of dishonor. Haynes Auto Co. 
v. Shepherd e¢ al., 189 N. W. 841. 


Marriep Woman Can Act As Accom- 
MODATION INDORSER—WISCONSIN 


A woman was sued on a promissory 
note of $8,000. She defended on the 
ground that, at the time she indorsed 
the note as an accommodation indorser 
without consideration, she was still a- 
married woman and that the transac- 
tion was in no way related to her 
separate estate. Although it was claimed 
that she cannot be charged with liability, 
she, being a married woman, it was 
alleged that her common law disability 
was removed by section 6.015, Chapter 
529, Laws of Wisconsin, 1921, which 
reads in part as follows: “Women snail 
have the same rights and privileges un-— 
der the law as men in the exercise of 
suffrage, freedom of contract, choice 
of residence for voting purpoces, jury 
Servicer 2s 

The court held that the common law 
disability of a married woman to be- 
come a surety for a third person is not 
a protection or privilege enjoyed for — 
the general welfare, but is a limitation 
upon her freedom of contract and that 
this section removed that disability. 
Upon the argument that it is in the in- 
terest of the general welfare that a 
married woman should not have capac- 
ity to become surety for the debt of 
another, the court said: “No amount of — 
legislation, either statutory or constitu- 
tional, can destroy the fundamental 
differences of sex. All wise legislation 
at least must recognize established in- 
disputable biological facts. While there 
is a continual reference in the earlier 
decisions to women as the weaker, and 
in some instances, the inferior sex. 
drawn from a time when social and 
legal distinctions were based largely 
upon physical prowess, no one is now 


- heard to contend that because there are 


fundamental] differences between the 
sexes have been brought to an absolute — 
inferior or superior to the other. By — 
recent legislation in this country, the ; 
sexes that either sex is for that reason 
equality of right and privilege before — 
the law, but that fact does not and — 
should not strike down sex as a basis 
of classification in the enactment of — 


general well-being of our people.” q 
First Wisconsin Nat. Bank v. Milwau- 
eG Patent Leather Co., et al., 190 N. W. © 
22. J : 


a 
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= The Scope of Bank Control 


By W. F. CRICK 


Strict Control in This Country Where Individualism is the Key- 
note; Freedom of Regulation in Great Britian Where the State has 
Entered the Economic Field with Wider Powers. Evils of Complete- 
ly Unrestricted Banking Disclosed by a Failure Abroad Last Fall. 


HE attention of social reformers 
in England has been directed to 

p the improvement of industrial 

conditions, while banking has been 
ignored. The result is that in no de- 
partment of Great Britain’s economic 
affairs is the public so ill protected as in 
banking, while at the same time there are 
few employments in which there is such 
heavy material sacrifice for the sake 
or unsubstantial social advantages as 
in the ordinary routine labor of bank- 
ing. 

One reason for the general freedom 
of British business—and banking, in 
particular—from governmental super- 
vision is inherent in the economic status 
of the country. England would be in 
a critical condition if reduced to depend- 
ence solely on her industry. Before the 
war and now, a large part of the surplus 
of commodity imports over commodity 
exports is balanced by the trading and 
financial services of the country’s 
citizens. So that banking has become 
to a large extent a separate profession, 
as apart from the country’s own 
domestic industry and trade, and an 
important source of the country’s ag- 
gregate real income, 


In Answer to Requirements 


In the United States, however, the 
position is altogether different, Here 
banking has grown up solely in answer 
to the requirements of a growing, in- 
creasingly complex, economic mechanism. 
It has become a definitely subordinate 
part of that mechanism, ancillary to 
domestic industry and trade. Only in 
recent years have the foreign trade of 
the United States, and its external 
financial activities, become important. 
Out of this situation it was natural that 
there should be felt a demand for the 
regulation of banking in the interests 
of those most intimately concerned in 
its soundness, namely, the farmers, 
manufacturers, and traders of the 
country. Such conditions must have 
been in part responsible for the legal 
requirements as to percentage reserves 
against deposits, the limitation of the 
tenor of bills discounted, and the pro- 
visions for periodical examinations to 
ensure compliance with what might be 
called the “liquidity laws.” The lack 
of a strong central banking system made 
such regulation all the more necessary. 

Another reason for this distinction 
between the American and British de- 
velopments may be found. in other lines 
of progress. In the United States the 
foundation of a bank is a comparatively 


simple matter. With a system of inde- 
pendent banking, little capital is required 
to set up a bank which may stand a 
reasonable chance of competing success- 
fully with banks already in operation. 
But in England, the setting up of a 
bank within, say, the last fifty years, 
with any amount of capital, would have 
been an extremely hazardous specula- 
tion. 


Necessity for Regulations 


The ease of setting up banks not only 
reduces the average financial founda- 
tion of the country’s banks, but dilutes 
the personnel of banking, bringing into 
Positions of responsibility men whose 
abilities to fill those offices have not 
yet been proven in any lesser capacities. 
Hence the necessity for all sorts of 
regulations in the interests of the pro- 
tection of the public—requirements as 
to minimum capital, maximum loan and 
note issues, reserves, examination and 
publicity. 

The demand for such protection was 
stimulated by the historical course of 
events in American banking. Under 
conditions already noted, and others 
later to be mentioned, crises and cur- 
rency difficulties, frequently leading to 
failures, have forced an immediate con- 
tact between the public and the banks. 
The national bank notes, and prior to 
1865, the State Bank notes, issued in 
small denominations, were sufficient to 
produce a public interest in the country’s 
banking institutions which the British 
banks, within the last 150 years, with 
strictly limited issues of high denomina- 
tion, could never have aroused. How 
important is this factor is clear from 
the fact that such regulation as does 
exist in England relates almost exclu- 
sively to note circulation, the one phase 
of banking, now centered completely in 
the Bank of England, which most 
closely touches the public. In the 
United States, as explained, the con- 
tact is much more widespread, calling 
for publicity. and note reserve require- 
ments, and later for deposit reserves. 

The force with which the need for 
regulation of banking was brought home 
to the American public is the result 
of historical circumstancs. The devel- 
opment of the United States, particu- 
larly the colonization of the interior, 
was crowded into such an extraordi- 
narily short space of time that the cor- 
responding growth of banking facilities 
had to be kept strictly under control, or 
it would run amuck. The development 
of banking is very much like walking 
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across a bog. If you travel fast, the 
chances are you will sink. Safety can 
be assured only by slow, judicious ad- 
vance. Preserving ‘the analogy, the 
United States was driven on by an un- 
controllable force—the rapid exploita- 
tion of economic resources—to travel 
faster than was safe. England, on the 
other hand, developed so gradually that 
in banking no step was taken before 
the last was proved, It was necessary, 
therefore, in the case of the United 
States, to impose a superior intelligence, 
so to speak, on the hurrying pioneer, so 
that dangerous steps should be reduced 
to a minimum. 

Revolution is frequently five minutes’ 
evolution crowded into one. Whereas 
England gradually evolved into eco- 
nomic prominence, the sudden leap of 
the United States into a position of un- 
equalled importance in the world’s eco- 
nomics is little less than a revolution. 
Just as revolution heightens the discom- 
fort of readjustments to altered cir- 
cumstances, so a rapid development of 
banking was not unaccompanied by dis- 
agreeable factors. 


Federal Reserve Act 


How true is this interpretation of the 
relation between the “old” and the 
i. ” in banking practice is shown by 
recent history in the United States. Just 
as revolution is a time of crowded ex- 
perimentation, so the United States de- 
veloped a banking system peculiarly its 
own. But as development slowed up, it 
was recognized that much good existed 
in other systems, which had grown up 
by a slower process of experimenta- 
tion. The result of the consequent 
study of European methods is seen in 
the Federal Reserve Act, which is a 
classic in its attempt to adapt the best 


in the European systems to established 


institutions in the American system. 
The structure which has been built up, 
provided it steers clear of political én- 
tanglements, will probably’ prove the 
most efficient mechanism yet elaborated 
for meeting the credit and currency 
needs of an immense heterogeneous 
population operating in a land of un- 
paralleled resources. 

Thus has come about what seems at 
first sight a paradox. The strict regula- 
tion of banking in a country where in- 
vidualism is the keynote of all its ac- 
tivities is an amazing contrast to its 
almost complete freedom from regula- 
tion in England, where the state has 
entered the economic field with much 
more boldness and wider powers. The 
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truth is that an economic or political 
principle is not infallible. Free trade 
may sometimes kill an industry, but 
protection may sometimes fail to save 
its life. So individualism has its lim- 
itations, and must be restricted as cir- 
cumstances prove to be expedient. The 
circumstances differing, regulations have 
been imposed in the United States which 
would be scouted as altogether super- 
fluous in England, where conditions have 
not called loudly enough for their en- 
forcement. 


England Sees Need 


Nevertheless, the need for some de- 
gree of regulations is not altogether 
unrecognized in England. Periodically 
a shock is given to the complacent con- 
fidence which characterises the British 
attitude towards banking. In October, 
1922, for example, there occurred a bank 
failure containing evidence of the evils 
of completely unrestricted banking. The 
firm of army agents and bankers, Sir 
C. R. MacGrigor, Bart., and Company, 
failed with liabilities of over £800,000 
(of which current accounts made up 
£600,000 and deposit accounts £150,000) 
and assets of £700,000. It was found, 
however, that £650,000 of the assets con- 
sisted of overdrafts and loans, many 
of which were so old that the total 


value of the assets was estimated by 
the Official Receiver at £275,000. Apart 


from gross incompetence—the honoring 
the permitting of 
customers to overdraw without author- 
ity, and failure to make any provision 
for book debts—it was disclosed that 


even when handed over to the present 


partners, in 1890, the business was only 
just solvent. But the most amazing 
fact is that, neither at that time, nor 
since then, until the insolvency was laid 
bare by the refusal of a joint stock bank 
to make further advances to the firm, 
_ had any balance sheets been drawn up. 


On the other, hand, profit and loss ac- 


counts. had been compiled annually, but 
‘were kept in a private ledger, from 
which it was now impossible to prepare 
_accurate accounts. Despite this fact, 
heavy drawings had been made by the 
|Partners during the last three years. 
|The fact that this sort of mismanage- 
ment had been going on during the 
forty years of the firm’s agency for the 
War Office, without any apparent effort 
_0n the part of the latter to investigate 
‘its solvency, invested the case with pe- 
-culiar public interest. 
__ While there has arisen no strong pub- 
lic demand for governmental regulation 
/as the outcome of these disclosures, one 
| fortunate result is that three well 
_known private banking firms have now 
fasted statements of their financial 
condition. But this is not enough. As 
‘pointed out in a previous article, volun- 
tary statements contain inherent weak- 
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CONDENSED STATEMENT 
At the close of business, December 29, 1922 
ASSETS 


Loans and Discounts 


U. S. Bonds and Certificates . : ; ies an 
Other Bonds and Investments . 


Banking House . 


Customer’s Liability ere of Accep- 


tances 


Cash, due from Banks and U.S. S. Treasurer, 


Interest earned, . 


. $ 88,987,819.55 
21,187, 355.38 
7, 152,815.11 
1,500, 000. 00 


6, 633,156.03 
34,954, 994.21 
438, 794.30 


$160, 854,934.58 


LIABILITIES 


Capital Stock 


Surplus‘; 77 ee 
Undivided Profits......... 
Reserved; Taxes, etc....... 


Unearned Interest........ 


Circulation. 


Acceptances and Travelers’ Checks. 


Other Liabilities 
Deposits, viz.:— 
Individuals eee 
Banks 


ea New Business on Our Record 


THE 


$4,500,000.00 
13, 500,000.00 


2,744, 487.97 


683,358.25 


$21,427, 846.22 
465,957.84 
360,816.50 

7,165, 959.76 
3,554, 296.00 


$93, 796,501.08 
31,466, 307.18 
2,617,250.00 


—————_ 127,880, 058. 26 : 
$160, 854, 934.58 e 


JHEMICAL | 


NATIONAL 


BANK 


OF NEW YORK. 


Founded 1824 
BROADWAY AND CHAMBERS, FACING CITY HALL 


nesses which render them of problemat- 
ical value. Only examination by an 
impartial agency—the government—and 
publication of condition reports thereby 
can make good the deficiency in the re- 
lations between the British banks and 


the public. It is such cases as that of 
the MacGrigor bank which expose the 
need for full publicity, demanded in 
the interest of the public, and procured 
by its established agencies of govern-- 
ment. 


TRUST COMPANY DIVISION 


Twelfth Annual Banquet 


nouncements outlining detailed ar- 

rangements for the Twelfth Annual 

Banquet of the Trust Companies ot 
the United States, have been forwarded 
to all members of the Trust Company 
Division and others believed to be 
interested in attending. As in past 
years, the banquet will be held in the 
‘Grand Ballroom of the Waldorf-Astoria 
Hotel, New York. ‘Tables will be ar- 
ranged for eight and sixteen covers 
each, Although preliminary reservations 
indicate a record attendance, every effort 
will be made to allot all seats requested. 
Box seat tickets are being furnished 
without cost. 

Theodore G. Smith, president of the 
Trust Company Division and_ vice- 
president of the Central Union Trust 
Company, New York, will preside and 
act as toastmaster. Eminent speakers 
will deliver addresses upon subjects of 
timely interest. The following Com- 
mittee on Arrangements is perfecting 
all details in order to assure this banquet 
being of the same high character as in 
former years: Theodore G. Smith, 
chairman, Uzal H. McCarter, president 
Fidelity Union Trust Company, Newark, 
N. J.; John W. Platten, president U. S. 
Mortgage & Trust Company, New York, 
N. Y.; Francis H. Sisson, vice-presi- 
ident Guaranty Trust Company, New 
York, N. Y.; and Edwin P. Maynard, 
president Brooklyn Trust Company, 
Brooklyn, N. Y. Reservations and 
other communications are returnable to 
Leroy A. Mershon, secretary, at Five 
Nassau Street, New York. 


| eee and subscription an- 


National Conference of Trust 
Companies 


Letters of announcement regarding 
the Fourth Mid-Winter Conference of 
the Trust Companies of the United 
States have been sent to active and 
associate members of the Trust Com- 
pany Division and other corporate 
‘fiduciaries. The conference will be held 
in the Roof Garden of the Waldorf- 
Astoria Hotel, New York City, on 
Thursday, February 15th. The Roof 
(Garden is admirably adapted to meetings 
and luncheons and is well heated, lighted 
and ventilated. 

Two sessions will be held throughout 
the day. The first session will open at 
9:30 a. m. and close at 1:00 p.m. A 
luncheon will be served at one o’clock. 
The second session will open at 2:00 
p. m. and continue until 5:00 p. m. 
Ample time will then remain for those 
planning to attend the annual banquet 
to prepare for the reception to be held 
at 7:00 p. m. 

Evans Woollen, vice-president of the 
Trust Company Division and president 


of the Fletcher Savings & Trust Com- 
pany, Indianapolis, Ind., will preside at 
both sessions. 

The program will not be composed 
of any reports or set addresses. At 
last year’s conference certain problems 
confronted by trust company executives 
in the handling of their business were 
presented and discussed. The confer- 
ence this year will follow along some- 
what similar lines. Leaders, however, 
will be selected to open discussions upon 
definite topics. ‘The members in atten- 
dance will then be invited to discuss 
fully and freely all phases of the 
subjects presented. 

A tentative list of subjects suggested 
for discussion were outlined in the 
announcement. They include such 
items as cost accounting or the relation- 
ship between “overhead” and compen- 
sation; handling real estate held in 
trust; problems in dealing with bene- 
ficiaries under trusts; safeguarding the 
receipt and delivery of securities; life 
insurance trusts; living trusts; purchase, 
sale and exchange of trust investments; 
estate tax problems; business building; 
managing businesses for trusts, and 
current legislation. 

Six and one-half hours will be con- 
sumed in presenting and discussing the 
separate subjects upon the program. 


Pennsylvania Trust Companies 
Meet 


The First Mid-Winter Conference of 
the Trust Company Section of the 
Pennsylvania Bankers Association was 
held at the Pittsburgh Golf Club on 
Wednesday, January 24. Over one hun- 
dred officers and _ representatives. of 
trust companies and other corporate 
fiduciaries were in attendance. The 
sessions opened at 10:00 A. M. and 
continued, with the exception of one 
hour for luncheon, throughout the day 
until 5:00 P. M. The conference, as 
announced, was held for “real discus- 
sion of some of the many problems con- 
fronting the various fiduciary divisions 
of trust departments.” It followed the 
plan of the Mid-Winter Conferences 
which have been held in February for 
the past three years in New York City 
under the auspices of the Trust Com- 
pany Division of the American Bank- 
ers Association. The success of these 
meetings iustified the holding of such 
a conference in Pennsylvania. 

The discussions throughout the day 
centered upon the following subjects: 


(a) Operation of transfer and stock regis- 
tration departments, including the cost 
thereof and \determination of reason- 
able fees. 


(b) The proper administration of real ies- 
tate, including maintenance, collection 
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of rents, 
in trust. 


(c) Services rendered as trustee under bond — 


issues, including methods of determin- 
ing fees for various duties performed. 


(d) The internal organization of a trust 
company or bank, with special reference 
to social service, group insurance, in- 
vestigations before employment, and kin- 
dred subjects. 


(e) The human equation in the working of 
a trust department, with special refer- 
ence to co-operation between the cor- 
porate fiduciary and the cestqui que 
trustent, including in the latter term 
guardians of the person and parents. 


(f) Charges for various fiduciary services, 


somewhat along the lines of the report 
of the committee of the Trust Company | 


Division of the American Bankers As- 
sociation on uniformity of trust com- 
pany charges. 


(g) Methods of increasing business, 
than by newspaper advertising, of 
departments of a trust company or bank- 
ing institution. 


(h) The Code of Ethics, being the Tenth 
By-Law of the Pennsylvania Bankers 
Association, 


(i) New legislation, including the proposed 
Banking Code. : 


(j) Recommendations for modification or 
repeal of present statutes affecting fiduc- 
iary business. ‘ 


(k) Pooling trust investments. 


Men of established experience in dif- 
ferent branches of corporate fiduciary 
service attended the meeting prepared 
to begin the discussions upon particular 
topics. 

John W. Chalfant, chairman of the 
Trust Company Section, Pennsylvania 
Bankers Association, and Trust Officer 
of the Colonial Trust Company, Pitts- 
burgh, presided, 

Although no decision was reached at 
the meeting to continue these confer- 
ences from year to vear, it was the con- 
sensus of opinion of those present that 
the substantial help received from such 
meetings justified their continuance. 


Watch Legislation 


Nathan D. Prince, Chairman of the 
Committee on Protective Laws, has is- 


sued a request to all State Vice-Presi- | 


dents of the Trust Company Division, 
to keep in close touch with bills intro- 
duced in the different state legislatures 
of interest to trust companies in order 
to assist the passage of all bills of in- 
terest and value to these companies an 


to take the necessary action in respect — 
So many — 


to bills of a harmful nature. 
bills that are positively harmful to the 


proper exercise of trust functions are | 
being introduced from year to year in 
the various states that constant vigilance _ 


is necessary in order to protect these 
companies and the public from _ the 
enactment of unwise laws. ‘< 


other 


and sale of properties held | 
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Unique Protection 
Afforded Only by the 


ey 


Check Writer 


INDIVIDUAL IMPRINT 


BANEERS, more and more, are realizing that 
the F & E Individual Imprint on a check 
provides not only a unique protection against for- 
gery and duplication which can be obtained in no 
other way, but also they are appreciating the trade- 
marking value of this style of imprint—which ex- 
plains its adoption by an increasing number of 
leading banks and commercial houses. 


A Design for Your Bank 
Submitted FREE 


Upon request on your letterhead we will prepare and 
send you sketches showing how your special style 
of name can be utilized for your check imprint— 
without charge or obligation—sending you also 
valuable information concerning the protective 
features of the F & E Individual Imprint. 


Above are samples of individual F & E Imprints 


HEDMAN MANUFACTURING COMPANY, 30 E. HURON ST., CHICAGO 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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HARVARD 
and BUSINESS 


trained thought of a university have been en- 
listed in the cause of better business practice. 


ie the close of the war the resources and 


This is a significant departure from the traditional 
functions of an institution of learning, and represents 
a marked advance in the application of economic 
sclence to modem business management. 


In the past, business lacked a scientfic basis for ac- 
curate forecasting and hence made haphazard plans 
with indifferent success. But today it is not neces- 
sary to depend on personal experience alone in 
shaping plans for the future. 


A university, with far-reaching facilities for gatheér- 
ing international economic data, and with its unusual 
equipment for the analysis and interpretation of such 
information, has undertaken the responsibility of 
providing this service. 


Now American business is offered a dependable 


forecasting system direct from a university labora- 


tory—system which has proved successful over 
four of the most troubled years in modern business 
experience. 


A BOOKLET DESCRIPTIVE OF THE HARVARD 
ECONOMIC SERVICE WILL BE SENT ON REQUEST 


HARVARD ECONOMIC SERVICE 
280 Wadsworth House 


Harvard University, Cambridge, Mass. 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 


SAVINGS BANK DIVISION 


~Compulsion in Industrial Savings Systems 


HE extent to which saving may 
be made compulsory on the part 
of employees in industrial and 
mercantile establishments is the 
subject of what we belive to be a 
premature discussion, prompted by a 
novel experince by a group of western 
utilities and also by an item recently 
quoted in a government publication as to 
a similar plan enforced by law in Ger- 
man cities. 


After the formulation of the stand- 
ardized method which is now being pre- 
pared by this Division, it will be worth 
our while to indicate the methods by 
which systematic saving on the part of 
employees will be most substantially en- 
couraged and that will lead to dis- 
cussion of the extent to which it may be 
made a condition of employment. 
However, on this latter point we venture 
the opinion that it will be difficult and 
perhaps impossible to expect uniformity. 


Success seems to have attended the 
compulsory plan which was placed in 
effect last July among the employees in 
an agricultural section of the middle 
west by the groups of public utilities 

already mentioned and it is interesting to 
learn that about 50 per cent. of the 
employees are investing in the preferred 
securities of the employer’s corporation, 
30 per cent. are investing in building and 
loan association stock, the remaining 20 
per cent. depositing in savings accounts 
in banks. The last two proportions may 
be explained by the fact that the bank 
interest rate is 3 per cent. as against 
twice that rate on the association stock. 
A brief description of the plan is as 
follows: 
All employees are paid monthly by 
check, accompanying each check is a 
card for report which must be returned 
by the twentieth of the same month or 
the check for the following month will 
be withheld until such report is received. 
_ That report is expected to show that 
at least 10 per cent. has been saved and 
that it has been deposited or invested 
safely. Money placed in “wild cat” 
promotion schemes is not credited as 
savings and any employee investing 
therein must also save his 10 per cent. ac- 
cording to the rules of the compulsory 
committee. 
The project is supervised by a com- 
mittee of seven leading officials and 
bankers, known as “Savings and In- 
vestment Committee of the Associated 
Companies.” That committee has au- 
_ thorized the use of all or any part of 

these savings in capital stock of the em- 
_ploying company, government securities, 
bank investments or savings accounts, 

or building and loan association stock; 
or not to exceed one-half of the monthly 
_ Savings may be invested either on pay- 
“ments of debts contracted prior to July 


1, 1922 (when this system was installed) 
or on a home, on furniture, on life in- 
surance or on musical instruments. 
Any other investment is to be reported 
by giving a description which includes 
the interest rate and names of persons 
or companies with whom made and to 
whom payments are made and also the 
balance due. Any investment so re- 
ported is then considered for approval 
by the supervisory committee. 


A direct contact with the employees 
is also maintained by persons in the field 
who explain the plan, teach the use of 
the budget books which are furnished 
by the employer and help those who find 
it difficult to comply with the require- 
ments. 

The 10 per cent. was selected as the 
measure of savings because salaries had 
not been reduced along with the cost of 
living. Futhermore as the companies 
undertook this project in part for the 
purpose of having their employees rec- 
ognized as thrifty, debt-paying persons, 
it is said to be quite likely that the 
minimum requirement of 10 per cent. 
will be increased if the average individ- 
ual savings continue to rise as has been 
observed since the plan was inaugurated. 
The companies were already providing 
insurance of from $500 to $1500 with 
larger sums for accidental death, and 
also with sick benefits and vacation 
privileges at the company’s expense. 


School Savings Method 


The manual on school savings bank- 
ing with the method approved by this 
Division will not be available until about 
the end of April when it will be issued 
as a bond volume of over 200 pages. 

Earlier completion of the work of 
preparation and publication was antici- 
pated but the delay is expected to be for 
the benefit of all concerned. 

The “A. B. A. Method” will be ex- 
plained in detail, with illustrations of all 
necessary forms. Other chapters will 
be contributed by economists, bankers 
and educators both on the purposes and 
on various special phases of this edu- 
cational project. 

The volume will be sold at a moderate 
price, probably three dollars. Banks may 
file their orders now (without re- 
mittance), for further particulars, pend- 
ing publication of the book and des- 
criptive circular. 


Postal Savings. 


The balance on deposit in the postal 
savings system on December 31 was 
$132,282,000, a decrease during Decem- 
ber of $820,000. 

The balance in four post offices in 
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New York City (viz., New York, Brook- 
lyn, Staten Island and Long Island City) 
was $56,851,000. 


Redemption of War Loans 


Recent advices from the Treasury De- 
partment show that about $135,000,000 of 
the Victory bonds called for redemption 
on December 15 and $225,000,000 of 
the War Savings Certificates which 
matured on January 1, have not been 
presented for payment. 

These figures are not final as there is 
doubtless a considerable volume of re- 
demptions in process and reports from 
post offices are not complete. 

Of the Victory notes, $702,000,000 of 
those called were outstanding on De- 
cember 1 and about $565,000,000 have 
been retired. 

Of the War Savings Certificates, 
about $625,000,000 matured on January 1 
and about $404,000,000 have been re- 
deemed, including certificates amounting 
to about $32,000,000 which were ex- 
changed for Treasury Savings Certifi- 
cates of the new series. 

“The matter of greatest concern in 
connection with these redemptions, both 
of Victory Notes and of War Savings 
Certificates,” writes Under-Secretary 
Gilbert of the Treasury Department, “is 
that the proceeds shall be wisely re- 
invested and not dissipated in foolish 
expenditure or in speculative securities. 
This offers a large field for the savings 
banks as well as for other organizations 
interested in the promotion of thrift and 
saving, and the treasury will, I know, be 
much interested in any effort which the 
Savings Bank Division may put forth 
along these lines.” 

Treasury Savings Certificates of 1923 
were dated January 1 if presented on or 
before the 15 of that month. They are 
now dated according to date of ex- 
change. 

Thrift stamps may still be cashed with 
postal funds at any money order office 
although some postmasters have either 
refused to cash them or in some cases 
have stated that the Thrift Stamps no 
longer have any value. 

According to the Post Office Depart- 
ment the Thrift Stamps when affixed to 
thrift cards, not more than 15 to the 
card, “are payable to the person pre- 
senting them regardless of any inscrip- 
tion on the cards, and no previous notice 
is necessary.” 

The postmaster at any money order 
office is instructed to remit or deposit 
them as postal cash. 


Services to Investors 


This comprehensive notice under the 
heading “Be Careful” appears on the 
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latest statement of the East New York 
Savings Bank: 


Thousands upon thousands of dollars 
are lost every day in the year by men 
and women who are misled into making 
unwise investments. There are hun- 
dreds of fake companies launched by 
crooked promoters, ever ready to let you 
in on a “sure thing” if you will act 
quickly. Their selling talk is a promise 
of a big income and great wealth to 
those who invest. It usually turns out, 
however, that the promoter gets the 
money and the investor gets worthless 
bonds or stock certificates. 


It is true there are many companies 
organized and directed by honest men, 
who are sincere in the belief that they 
will make good in all they promise. 
Many such ventures, honestly conceived, 
involve great risk and many fail. 

In such cases the question arises: 
“Can you afford to risk your life’s 
savings?” It is often difficult for an 
investor to know whether or not an 
opportunity is really good or bad. 

It is therefore always wise to consult 
your banker before buying stocks or 
bonds or making other investments. 
This bank is your bank, and its officers 
are here to serve you. If at any time 
you care to consult with them about any 
investment, you may do so, without 
charge and with the assurance that your 
business will be kept strictly confidential. 
They will give you the benefit of their 
best judgment and advice. 


Do Young Women Save? 


Interesting newspaper coment has re- 
sulted from the following advertisement 
by a Houston bank: 


We offer the same banking service to 
the young woman in the business world 
as we do the young man. 


Yet, invariably he will make use of a 
savings account, a little later come to us 
for an investment, soon open a checking 
account and seek the advice and assist- 
ance of our officers in his finances. In 
short he builds up his credit. 


Seldom, does a young woman climb 
this ladder of credit—not even when 
“making a man’s salary.” 


Young Women, Why Don’t You? 


A special writer has used the ad- 
vertisement as a text for an article from 
which we have selected the following 
comment: 


For the sale of the salaried girls of 
our day we are both glad and grate- 
ful that there is a bank somewhere in 
the United States of America that is 
actually studying the lives of our young 
women in all their vocations and truly 
interested in their financial welfare as a 
whole. 

The world at large, even the banker, 
has not expected much of her, and has 
shown little interest in her savings ac- 
count. As a rule the big business con- 
cerns, do not expect women, especially 
girls, to have any financial sense. They 
are not looking for girls with financial 
ability, consequently the business girl is 
not always recognized as soon as her 
brother, 


As we review all the women of the 
past that we have known the one great 
reason most of them never saved up a 
bank account of their own was because 
they never had anything of their own 
to save. They may have been allowed 
money to spend but seldom ever to han- 
dle, to manage, to use, to save. No, sir. 
The average man up to this very day 
feels that even his wife’s money, if she 
happens to have any from any outside 
course, is safer in his hands. 

While women do most of their work 
in this world for nothing, and all the 
money they ever receive is what is 
placed in their hands to spend. In 
short, men have been trained to think 
that it was their right and duty to 
make the money. Women have been 
trained to believe it was their right and 
privilege to spend it, if they could get 
rh AT be He starts from the first 
with a lifetime business career before 
him. While his sister enters the busi- 
ness world temporarily as a means to 
some shorter end. And as a rule that 
is constantly draining her savings ac- 
count. 

If a census could be taken of the 
boys and girls who are working for a 
salary in our country and an investi- 
gation made of what they do with their 
money we believe it would reveal the 
fact that more girls are helping to sup- 
port their homes than boys in proportion 
to the number of each drawing salaries. 
And on top of this we must not forget 
that most girls receive less for their 
labor than boys. 


The 9 Per Cent Christmas Club 


Commenting upon the “9 per cent. 
Christmas Club” which promises the 
member both bank interest at 4 per cent. 
and coupons to the extent of 5 per cent. 
which will be accepted as cash at any 


Monthly Tendency i 


An increase in savings deposit of 2.9 
per cent. during the month preceding 
January 1, 1923 and of 7.6 per cent. 
during the preceding year is indicated 


stores which have agreed to participate 
in the plan we have the following perti- 
nent comment from a bank which uses 
the ordinary plan: 

The Christmas Club should be in- 
tended to get people started saving in a 
systematic way and then, after they have 
demonstrated to us and to themselves 
that they can save, to get them to be- 
come regular depositers on a regular ac- 
count starting that account with all or 
or at least part of the Christmas Club 
money they have received. The 9 per 
cent. Club on the other hand aims to 
get the person to spend every bit of the 
Christmas Club money as the additional 
5 per cent. is given in coupons which 
have value only when presented against 
purchases in certain stores which are 
co-operating with the bank. The plan 
has caused some feeling among cus- 
tomers who claim that a store serving 
the public has no right to discriminate 
against all of their customers who do not 
do business with a certain bank. 


Two Unique Booklets 


A depositor who had profited from 
using the budget system recommended 
by the Home Economics Bureau of the 
Society for Savings in Cleveland 
wrote an account of her experience and 
pleasing results in such a naive way 
that the bank has published the story 
under the title “. 
matical soul rejoices.” 

“Sure Rules for Successful Saving” 
is a 16 page booklet trom the Guardian 
Savings and Trust Company of Cleve- 
land in which four rules are developed 
to emphasize the need for a definite ob- 
ject for such deposits to be made reg- 
ularly as soon as income is received 
and with a persistency which is not de- 
feated by obstacles. 


f 


n Savings Deposits 


by 880 banks which hold about one- 
third of the savings deposits of the 
country, according to tabulation of the 
Federal Reserve Board: 


Per Cent. SAVINGS Per Cent. 
Number Savinc Deposits Increase Deposits Increase 
Federal of Banks Jan. 1, 1923 Dec. 1, 1922 During Jan. 1, 1922 Over Last 
District Reporting Millions Millions Month Millions ear 
1 64 $1,130 $1,116 We $1,069 Sw 
2 30 1,807 1,746 3.5 1,704 6.0 
3 80 436 419 4.0 420 Ski 
4 18 407 393 etl 378 3.8 
5 93 278 276 A 250 ae, 
6 81 173 168 2.4 154 12.3 
7 219 827 805 2.6 779 6.2 
8 35 124 120 24 109 13.8 
9 15 83 81 Sell 77 8.5 
10 58 94 91 25 84 12a 
11 112 86 86 5 76 13.2 
12 75 831 796 43 733 13:3 
Total 880 $6,282 $6,102 2.9 $5,837 7.6 
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The Neglected Asset 
In Your Community 


Good Will has long been esteemed a 
vital business essential. Millions of 
dollars have been invested in gaining 
the Good Will of customers. and of 
the public. 


But it is only recently that the Good 
Will of employees toward their 
employer and their employment has 
begun to be recognized as of permanent 
value. 


Few employers have ever stopped to 
figure what the Good Will of their 
employees is actually worth—what it 
means in more production, higher 
quality, and reduced waste. 


And that 25% loss of annual payroll 


investment would be a conservative 
estimate. 


Do you realize that between a negative 
and a constructive mental attitude of 
the employees in your community, 
there is a difference of approximately 
two hundred and fifty thousand dol- 
lars in productive value for every 
million dollars of wage ? 


For considerations of business stability 
and thrift, the banker should appre- 
ciate the soundness of leading the way 
in emphasizing that the creation and 
maintenance of Good Will among em- 
ployees in his community is no longer 
a visionary dream or a question of 
sentiment. It is a‘ business duty— 
and a privilege. 


“The Viewpoint of the Employee is the 
Most Neglected Asset in Industry’’ 


SHERMAN SERVICE, Inc. 


Industrial Co-ordination—Production Engineering 


New York Boston 
2 Rector Street 10 State St. 


Chicago 
208 So. La Salle St. 
1011 Chestnut St. 


Detroit 
First Nat’! Bank Bldg. 


t. Louis oronto 
314 No. Broadway 
Philadelphia Cleveland 


10 Adelaide St. East 


ontre 
Park Building Drummond Building 


This is Number 2 of a series of announcements published to convey a clearer knowledge 
of the value of cordial industrial relations to employer, employee and the community. 


When writing to advertisers please mention the 
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Three Comptroller’s Calls Annually 


N December 28th, last, President 
() Harding affixed his signature to 

the bill passed by Congress mak- 

ing three the minimtim number of 
calls required to be made by the Comp- 
troller of Currency for bank statements 
each year. That action on the part of 
the president concluded the efforts to so 
change the law which became effective 
upon that date. With the thorough reg- 
ular examinations made from time to 
time under the direction of the Comp- 
troller, and with the authority lodged in 
that official to order special examina- 
tions when such are desirable, it seemed 
unnecessarily burdensome to require 
five or more statements each year. That 
three calls annually are sufficient as a 
minimum is apparent. The widespread 
interest in this amendment is evidenced 
by the numerous inquiries about its 
effective date. 

Immediately upon the bill becoming 
law there arose speculation as to the 
likelihood of continuing to issue calls 
which have been made in years past 
upon approximately fixed dates. The 
Government compiles figures for most 
of its departments by fiscal years, and 
for statistical and other purposes it 
would seem that the same would be 
desirable for national bank operations. 
So for this reason, and for the purpose 
of comparison with other figures 
gathered about the close of a fiscal year, 
it seems not unlikely that calls will be 
made as of June 30 of each year. Like- 
wise, it might be found expedient to be 
able to compile figures for calendar 
years and to do that accurately a report 
would be required as of some date near 
December 31. 

These dates will be determined by the 
Comptroller in the light of all the cir- 
cumstances, but whatever they may be 
there is concert of belief that a needless- 
ly bothersome regulatory requirement 
has been modified without the relin- 
quishment of any necessary supervisory 
authority. 


State Taxes Deductible from 


Income Taxes 
| 
The deductibility of state, county and 
municipal taxes paid by banks for their 
shareholders should not be overlooked 
in the preparation of the 1922 income 
tax returns due at this time. 
Section 234 of the Revenue Law of 
1921, enumerating deductions allowed to 


corporations, is in part as follows: 
“Taxes paid or accrued within the taxable 
year except (a) income, war-profits, and excess- 
rofits taxes imposed by the authority of the 
nited States, (b) so much of the income, 
war-profits and excess-profits taxes imposed by 
the authority of any foreign country or pos- 


session of the United States as is allowed as 
a credit under section 238, and (c) taxes as- 
sessed against local benefits of a kind tending 
to increase the value of the property assessed. 
pes The deduction allowed by this para- 
graph shall be allowed in the case of taxes 
imposed upon a shareholder or member of a 
corporation upon his interest as shareholder or 
member, which are paid by the corporation 
without reimbursement from the shareholder or 
member, but in such cases no deduction shall 
be allowed the shareholder or member for the 
amount of such taxes. * * * ” 


Tax Exempt Securities 


The evil of the issuance of tax exempt 
securities was clearly apparent to the 
members of the House of Represen- 
tatives who voiced their protest January 
23. By a vote of 233 to 101 that body 
adopted the Green Resolution offering a 
constitutional amendment to put a stop 
to the practice. The resolution fol- 
lows: 


Joint Resolution 


Proposing an amendment to the Con- 
stitution of the United States: 


RESOLVED BY THE SENATE, AND 
HOUSE OF REPRESENTATIVES OF THE 
UNITED STATES OF AMERICA IN CON- 
GRESS ASSEMBLED (two-thirds of each 
House concurring therein). That the follow- 
ing article is proposed as an amendment to 
the Constitution of the United States, which 
shall be valid to all intents and purposes as 
part of the Constitution when ratified by the 
legislatures of three-fourths of the several 
states; 


ARTICLE 


“Section 1. The United States shall have 
power to lay and collect taxes on income 
derived from securities issued, after the 
ratification of this article, by or under the 
authority of any state; but without discrimi- 
nation, against income derived from ‘such 
securities and in favor of income derived from 
securities issued, after the ratification of this 
article, by or under the authority of the 
United States or any other State. 

“Sec. 2. Each State shall have power to lay 
and collect taxes on income derived by its resi- 
dents from securities issued after the ratifi- 
cation of this article, by or under the authority 
of the United States; but without discrimina- 
tion against income derived from such securi- 
ties and in favor of income derived from 
securities issued, after the ratification of 
this article, by or under the authority of such 
state.’’ 


There is much uncertainty that this 
resolution will be approved by the 
Senate prior to March 4, at which time 
the 67th Congress will end. Even early 
favorable action by that body would 
perhaps be too late to send the reso- 


lution to the various states promptly. 


enough to be ratified by the legislatures 
of three-fourths of them before they 
adjourn their sessions, most of which 
are biennial. However, once through 
the National Congress the resolution will 
be well on its way toward final approval. 
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Bank President’s Enterprises 


A decision recently rendered in Mis- 
souri establishes the ruling that the 
President of a National Bank may en- 
gage in private enterprises. 

A depositor, one Sedgwick, went to 
his bank, the National Bank of Webb 
City, and explained to the president, 
R. L. Walker, that he wanted to buy 
securities as an investment from the 
bank, and that he wanted “such as 
could be recommended to him as gilt 
edge.” Walker then advised him that 
they had a client engaged in the cattle 
business in Oklahoma and that they 
might be able to sécure for him some 
good cattle paper. The depositor’s own — 
testimony showed that such cattle paper 
was obtained by Walker, and not by 
the bank, and the notes purchased by 
the depositor were payable to one O. B. 
Avent, indorsed without recourse by 
him, and that the three notes purchased 
by the depositor for $10,300 each bore - 
the additional indorsement of R. L, 
Walker. 

It developed that the maker of the 
notes was insolvent and that the secur-— 
ity was unsafe. Suit was brought 
against the bank by the depositor, who 
claimed that he had relied solely upon 
the recommendations and _ representa- 
tions of the bank and that relying upon 
same he suffered damages. ‘The court 
held that the national bank was not 
liable. It stated that before a national 
bank could be held liable for fraud and — 
deceit it must appear that representa- 
tions were made by its president, ex- 
pressed or implied, and subsequently 
ratified by the bank. It further stated 
that the fact that Walker was president 
of the bank would not prevent him from — 
engaging in personal business enterprises 


-and from carrying on personal dealings. 


Sedgwick v. National Bank of Webb - 
City, 243 S. W. 893. 


The average import price of raw silk 
entering the country in December was — 
$7.14 per pound; the annual average 
price per pound in 1913 was $3.15. 
America therefore is still paying nearly 
two and one-half times as much per — 
pound as she paid before the war and 4 
is buying about 25 per cent. more. 


Wage reductions in Great Britain — 
during the first eleven months of 1922 — 
affected 7,546,000 workers in the prin- 
cipal industries and decreased the 


weekly payrolls by 4,170,100, December 4 
1, compared to the amount paid at the — 


: 


beginning of the year. 
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But Will You 
Get It? 


Your Bank will pay a con- 
siderable sum of money for 
new business effort during 1923. 
Will you get the same defi- 
nitely satisfactory result from 
this money that you do from 
other investments?» No bank 
gets new business in quantity 
without paying for it, but many 


banks pay for new business 
without getting it. 


If youhave decided once forall to 
take your new business money 
out of the expense account and 
put it into the investment port- 
folio, we would like to show 
you what we are doing for 
banks like yours. 


Our service covers the development of 


New Business Departments 
Commercial Departments 
Savings Departments 
Trust Departments 
Investment Departments 
Safe Deposit Departments 
Real Estate Departments 


Take Your Pencil . Check the departments in which you are interested, 


* tear out this advertisement and mail to us. 


The Bankers Service Corporation 
19 and 21 Warren Street 
New York City 


When writing to advertisers please mention the 


“Journal of the American Bankers Association.’ 
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STATE BANK DIVISION 


Executive Committee Meeting — 


mittee of the State Bank Division 

of the American Bankers Associ- 

ation was held in Chicago, Tues- 
day and Wednesday, January 16 and 17. 
The members of the committee present 
were: H. A. McCauley, President of 
the Division; J. D. Phillips, Vice-Presi- 
dent of the Division, and Messrs. W. C. 
Gordon (Chairman), Guy E. Bowerman, 
Geo. A. Holderness, Grant McPherrin, 
and N. §. Calhoun. Chairman Gordon 
presided. In anticipation of the fact 
that the meeting would be devoted 
largely to questions of agricultural 
credit, a meeting of the Division Com- 
mittee on Farm Finance was held at the 
same time and place. The members of 
this committee present were Messrs. W. 
C. Gordon (Chairman), Grant Mc- 
Pherrin, M. H. Malott, H. A. Moehlen- 
pah and Wm. Wayman. 


A MEETING of the Executive Com- 


Agricultural Topics 


President John H. Puelicher of the 
American Bankers Association and M. 
A. Traylor, ‘Chairman of the Associa- 
tion Conference Committee on Agricul- 
tural Credits, were in attendance and 
discussed the subject of pending legis- 
lation in Congress, stating that it was 
the policy of the Association to support 
the program of the farmers themselves 
as embodied in a general way in the 
Capper bill and the Lenroot-Anderson 
bill, the provisions of which are pub- 
lished elsewhere in the Journal. 

Chairman Smith announced the ap- 
pointment of Prof. D. H. Otis, Assistant 
Dean of the College of Agriculture at 
Madison, Wisconsin, as Director of the 
Agricultural Commission. 

On invitation of the Executive Com- 
mittee, Prof. Otis attended one of the 
sessions and spoke briefly regarding the 
prospective activities of the Commission 
and particularly the work of the State 
Bank Division in connection with co- 
operative marketing of farm products, 
in which he saw a field of exceptional 
usefulness. 

Among other guests present were J. 
W. Coverdale, Secretary of the Ameri- 
can Farm Bureau Federation, and E. N. 
Hopkins, Director of Boys’ and Girls’ 
Club Work, who explained the work 
of their organizations. 


Committee Activities 


The Secretary made formal announce- 
ment of the death of Dwight M. Arm- 
strong, Chairman of the State Legislative 
Committee, and the following resolution 
was adopted: 


“The Executive Committee of the 
State Bank Division deeply regret the 
death of Mr. Dwight M. Armstrong of 
Memphis, Chairman of our Federal 
Legislative Committee. Mr. Armstrong 
was active in Association affairs and 
his intelligent interest in the same, as 
well as his counsel and advice were of 
great value and assistance to us. His 
many friends join in extending to the 
bereaved family, love and sympathy.” 


Craig B. Hazlewood, a member of the 
Division Committee on State Legisla- 
tion, was appointed chairman of the 
committee in place of Mr. Armstrong. 
Mr. Hazlewood reported that the com- 
mittee was working in harmony with 
the legislative program of the American 
Bankers Association and that there had 
been no occasion for any independent 
action. 


C. S. McCain, Chairman of the Di- 
vision Committee on Federal Legislation, 
made a similar report in regard to 
relationship with the American Bankers 
Association, but further urged Congress- 
ional action that would give state banks 
that are members of the Federal Re- 
serve System the right to act as Govern- 
ment depositories, which right is now 
confined to national banks. 


Chairman Charles de B. Claiborne of 
the Committee on Exchange reported 
that there seemed to be substantial sup- 
port of the McFadden bill among 
members of Congress, but that the 
pressure of other business had pre- 
vented action on the subject. In con- 
nection with Mr. Claiborne’s report the 
Executive Committee adopted the fol- 
lowing resolution: 


“Resolved, That the Executive Com- 
mittee of the State Bank Division 
recommends to the Executive Council 
of the American Bankers Association 
a careful study f the question of 
Federal Reserve banks giving immediate 
credit on all checks received from 
their members, the purpose of this 
resolution. being to at least make an 
effort to settle for all time the per- 
plexing problem of par collections.” 


Agricultural Credit Legislation 


The sentiment of the Executive Com- 
mittee in regard to pending legislation 
in Congress on the subject of agricul- 
tural credits was embodied in the follow- 
ing statement: 


“Realizing that the multiplicity of bills 
now before Congress indicates a desire 
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to finance agriculture on a safe and 
sane basis, the Executive Committee of 
the State Bank Division of the American 
Bankers Association is of the opinion 
that the continuation of the War 
Finance Corporation for the period of 
at least one year, the extension of the 
privilege of rediscount by Federal Re- 
serve banks to agricultural paper of 
nine months’ maturity, and the organiza- 
tion by farmers themselves of associa- 
tions for the purpose of orderly 
marketing of their crops, in order that 
the producers may receive a reasonable 
profit on their efforts, will enable the 
banks of the country to care for all 
credit needs of farmers not now 
provided for by the Federal Farm Loan 
banks and the Joint Stock Land banks, 
We recognize, as viewed by others, that 
it may be necessary for Congress to 
pass both the Capper and _ Lenroot- 
Anderson bills, or a combination of 
the two, to furnish necessary agricul- 
tural credits.” 


Postal Facilities 


The following resolution was adopted 
regarding shipments of coin and delivery 
of registered mail: 


“Whereas, the banks of the United 
States are now compelled to ship gold, 
silver and subsidiary coin by express 
and are desirous of obtaining the 
privilege of shipping same by registered 
parcel post in the same manner as is 
now granted Federal Reserve banks, 
now therefore be it 

Resolved, That the Executive Council 
of the American Bankers Association 
be requested to appoint a committee to 
meet with the Postmaster General and 
endeavor to secure a proper regulation 
granting this privilege to all banks. 

“Whereas, members of this Associa- 
tion generally are renters of boxes in 
the post office in the town in which they 
are located, and 

“Whereas, the responsibilities of the 
Government ceases upon the delivery 
of such registered mail, now therefore 
be it 

“Resolved, that the appointment of a 
committee by the Executive Council of 
the American Bankers Association 1s 
hereby recommended to meet with the 
Postmaster General to endeavor to se- 
cure a regulation enabling banks which 
are renters of boxes in post offices to 
have registered mail delivered at the 
bank by a representative of the Post 
Office Department.” 
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CLEARING HOUSE SECTION 


Interchange of Credit Information 


HE interchange of credit informa- 

i tion is something which appeals to 
nearly every bank officer who con- 

siders the Group Examination plan. 

It is only one of the benefits growing 
out of examinations but it quickly draws 
the members into closer relations with 
each other and leads the way to fuller 
expressions of cooperation. For this 
reason, and, also, recognizing the value 
of Bureaus of Credit in themselves, the 
Clearing House Section earnestly advo- 
cates their installation in communities 
where the banks are not ready for com- 
plete Group Examinations. The follow- 


ing suggestions may be of value to State 


! 


_be incorporated therein. 


| 
| 


Secretaries and others who are inter- 
ested in forming such Bureaus. 


Organization 


The bureau should be operated by a 
permanent organization. The ideal sit- 
uation is where there is a County 
Bankers Association, holding regular 
meetings and having strong and aggres- 
sive men in the customary offices, such 
as president, vice-president and secre- 
tary-treasurer. Where the organization 
has a formal constitution and by-laws 
the rules governing the bureau should 
A small com- 
mittee, consisting, perhaps, of the offi- 
cers of the association, should have di- 
rect oversight of the Bureau. The man- 
ager of the bureau should be elected by 
a majority vote of the members and his 
compensation fixed in like manner. 
While his actual work is largely clerical 
in nature, the manager should meet the 
strictest requirements as to integrity 
and discretion. It will perhaps not be 
agreeable in some places to have an 
employee of any of the interested banks 
handle the confidential reports from the 
other banks. Where that is the case, 
some one, such as a bank examiner, an 
employee of a nearby city clearing 
house, a public accountant, some county 
official or in fact, any reliable person 
with a knowledge of office work, may be 
elected. 


Expense 


It is suggested that the yearly expenses 
of the bureau be divided among mem- 
| bers in proportion to their total loans 
as shown in their last published state- 
/ ment preceding the annual meeting. 
_ An assessment should be made at once 
_ to giye the bureau an operating fund. 


if 


Operation 


(1) Material. It is probable that at 
the beginning it will be sufficient for 
the members to furnish the manager 
from time to time complete lists of their 
borrowers, giving names, addresses and 
total amounts owed. Information as 
to borrowers liability as indorser for 
others and as to the maturity and se- 
curity in any form behind each note is 
important to an examiner and is nec- 
essary to make the bureau complete, but 
there may be objections to including 
these things at first and it is suggested 
that the initial plan be so simple it can- 
not fail to operate, and other desirable 
features may be added from time to 
time. 


(2) Form. The information may be 
sent in any convenient form. It is sug- 
gested that cards or slips of paper of a 
uniform size be provided so that they 
may be easily sorted, handled and filed 
by the manager. New cards should be 
used for each report and should be 
dated and marked with the name of the 
bank or a code number which indi- 
cates the bank’s name to the manager. 
The manager will put the cards from all 
banks into one file arranged alphabeti- 
cally. 


(3) Certificate. The accuracy of re- 
ports cannot be determined without ex- 
aminations of the banks, but it is be- 
lieved that a certificate something like 
the following will make for care on 
the part of the Members. 

“T hereby certify that the enclosed is 
a full and correct list of the loans of 
this bank at the close of business Jan- 
uary 2, 1923, and that the total as shown 
by adding machine list attached corre- 
sponds with that shown in our state- 
ment of that date.” Signed John Smith, 
Cashier. (If only loans over a fixed 
amount are reported, the wording of the 
certificate would be changed to corre- 
spond. ) 

(4) Frequency. It is probable that 
the number of duplicate borrowings 
found in the first report will be a good 
guide as to how frequently reports are 
needed. While quarterly or even 
monthly checkings would often be 
worth while, it is thought that-the orig- 
inal plan should contemplate full lists 
only twice a year with an arrangement 
for special reports as is described be- 
low. It would be well to have all signed 
letters sent by registered mail and all 
other communications to the bureau ad- 
dressed merely to a Post Office Lock 
Box. 
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Distribution of Information by 
Manager 


(1) Regular. When reports from all 
members are received and the cards 
sorted, the Manager can readily prepare 
advices to those members who are in- 
terested in each duplicated borrowing. 
Such advice may be as follows: 


January 15, 1923. 
Number 10 
John Smith, R. F. D. No. 1, Jonesboro, Jan- 
uary 2, 1923, $2500.00. 


This tells the First National Bank, 
Springfield, Arkansas, (Number 10) 
that John Smith is reported to have been 
indebted to members on January 2, 1923, 
to the total amount of $2500.00 includ- 
ing his debt to Number 10. 

(2) Special. It may be that a mem- 
ber will have special reason for desir- 
ing information regarding a customer 
between the dates for regular reports. 
It is suggested that he may apply in 
writing to the manager as follows: 


Manager, 
Post Office Box 71, 
Portland, Arkansas. 
John Smith, R. F. D. No. 1, Jonesboro, 
$500.00 
Canvass. 
Number 10. 


Which would mean: 
April 10, 1923. 
Manager, 


Jackson Co. Credit Bureau, 
Portland, Arkansas. 

John Smith, R. F. D. No. 1 Jonesboro, 
is indebted to this bank to the amount of 
$500.00 (or has made a bona fide application 
for loan of $500.00). Please canvass all 

members that report having loaned this cus- 
tomer and advise his present total debt. 
First National Bank, 
Springfield, Arkansas. 


The manager can then send an in- 
quiry as follows: 


Number 15. 
Inquiry as of April 10, 1923. 
John Smith, R. F. D. No. 1, Jonesboro. 


Which would mean to the reader: 


A member, to whom the following person 
is indebted (or to whom application for such 
loan has been made), asks for special report 
of the borrower’s total debt on April 10, 1923. 

John Smith R. F. D. No. 1, Jonesboro. 
You will receive the usual report when this 
investigation is completed. 


When all replies are received the 
manager can send the same form as on 
a regular report to each bank inquired 
from. The possibility of charging for 
a special canvass by the manager may 
be considered later if it seems proper. 

The forms outlined above need not 
be used. In fact, it may be thought 
best not to do so. However, they sug- 
gest arrangements whereby a member 
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CALIBER Among Those Owning: 


OFFERING THE Qualified by size, resources 
SEVEN 


Pere ne an np ae A Company is known by ‘the stockholders 


ESSENTIALS 
F 


OF A ing for serving the major it keeps. 
eS enterprises of the Middle p | 
Eber ere eee el The American Telephone & Telegraph Co. 
sebieabes that personal relationship of 


Convenience the banker with the patron which derives most of its revenues from its 
Precise Which means so much to investments in the Bell System, includes 
most business men. - ° 
among its stockholders many of the big 
and conservative investors of the Nation, 
UNION TRUST but it has also an army of small investors. 
It has more than 245,000 stockholders with 
COMPANY an average holding of only about 26 shares. 
£ g yi 


The B/L Bank in America’s Freight Center 


Madison and Dearborn Streets, Chicago 


SOLOPPITPOLPPOLIPOOLOLLILOLTPLLELLPLILEDIDOEDIILITSTELLILELASLTLELULLSLILSTLELELLYDLLIDILSEPPOLLOSE, 1 ; ° 1 1 New 

WZ Y A lineman in Seattle; a supervisor in 
Cilla, Orleans; a night watchman in Boston; a 

making inquiry does not obtain inform- clerk in Philadelphia—thousands of these 
ation from others without giving in : 
exchange that which he has. As the telephone workers own stock in the System 
operation of the bureau goes on, it is which they serve. 
predicted these precautions will become 


ponecessary. This is asurety against inefficiency and waste. 


Caution It is a pledge of safety. 
Section 23 of the Federal Reserve 
Act provides “No examiner—public or A. T.& T. pays 9% dividends on over? $700,000,000 of 
private—shall disclose the names of bor- stock outstanding. Today the stock can be bought in the open 


rowers or collateral to loans without market to yield approximately 7%. Full information sent 
express permission in writing of the 

Comptroller of the Currency or the on request. 

board of directors of such bank,” and 
in order to fully protect the examiner, 
there should be furnished him a reso- 
lution from the board of directors of 
each of the banks, authorizing him to 
disclose the names of borrowers and 
the collaterals to loans, with certain re- 
strictions, to all of the banks, members 
of your Bureau of Credits. 


Expansion of Plan 


Unquestionably the use of bureaus of 
credit by country banks will soon result 
in many plans for fuller use of the man- 
ager’s office and information. Mortgages | 
may be of public record yet escape the 
attention of some member and it may 
be found desirable and practicable to in- 
clude the whole story of each loan in 
the credit exchange. In a midwestern 
city of 10,000 population, the five banks 
each send an officer to a monthly meet- 
ing where all duplications in borrowings 
are discussed freely. The Clearing 
House Section will not attempt to go 
into a full discussion of these possi- 
bilities, but will be glad to give pub- 


: : SECURITIES CO. he 


rts D.F. Houston, Pres. 
periments along this line which may be 


sent to this office. 195 Broadway NEW YORK 


The above article has been prepared by 
C. W. Allendoerfer, Vice President, First 
National Bank, Kansas City, Mo., and Chair- 
man, Executive Committee Clearing House 
Section, American Bankers Association, . ator 7 < 7 en ee 
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Corporate Trustees 


Speakers’ Suggestions by the Com- 
mittee on Public Education American 
Bankers Association. 


Copyright, 1922, American Bankers Association. 


6hirx is a service rendered by 
trust companies and many other 
banks, which, sooner or later, is 

needed by every person owning 
property. Under our law, every person 
has a right to own property, and to 
transfer it to others. Property may 
be passed on as a gift, during the life- 
time of the owner. Suppose, however, 
a property owner dies. What then, be- 
comes of his property? 


The Right to Make a Will 


The law permits every person of legal 
age to make a will, designating to whom 
his property shall go, and whom he 
desires to manage it after he dies. 
‘Where no will is left, the law declares 
‘that a person’s property shall be used 
‘first to pay his debts, and that the re- 
‘mainder, if any, shall go to his next 
-of kin. The law states exactly who is 
*to receive the property, and in what 
‘proportions. If a person fails to make 
a will, his heirs, in order to pay his 
-debts and distribute what is left among 
the members of his family, may have 
an individual, or better still, a trust 
-company, or qualified bank, appointed 
-administrator. Where a will is left, the 
-one named to manage the estate is called 
the executor. 

It is the duty of the administrator or 
-executor to take charge of all money 
in the bank, stocks, bonds, real estate, 
‘crops growing in the fields, and all 
-other property on hand at the death 
-of the owner. Part, or all, of the prop- 
-erty may be sold in order to pay the 
debts and the expenses of settling the 
«estate. Every debt must be taken care 
-of before distribution is made. 


Duties of Guardian 


When a child under legal age inherits 
‘money or property, there must be a 


_+guardian to receive the money or prop- 


erty and manage it in the interest of 
the child, until he becomes of age. A 
“parent can name a guardian for his 
-children in his will, but if he fails to 
-make a will, the court will appoint a 
guardian to hold and invest the child’s 
“property. A bond must be given 
“guaranteeing the safety of every dollar. 
‘It is the duty of the guardian to use 


_-this money for the child’s maintenance 


‘and education. ‘The court insists that 
“a guardian must first of all provide 
| proper food and clothing. His next 
| duty is to see that the child obtains a 


|}+good education. By consent of the 


-court, the guardian may spend whatever 
is necessary in order that the child, his 
_~ward, may be equipped for life. 


National Bank of Commerce 
in New York 


Established 1839 
STATEMENT OF CONDITION DECEMBER 29, 1922 


RESOURCES LIABILITIES 


Loans and Discounts. $249,939,708.52 | Capital Paid up...... $25,000,000.00 


Overdrafts, secured 
and unsecured .... D2 SOON SUE DLUS: se csece neasnenes: 25,000,000 00 § 


United States Securi- 

Hes 6) 2.) ae 90,923,511.93 | Undivided Profits..... 12,437,882.87 
Other Bonds and Se- 
MreliTitieS 4,2¢.. «cae AOB7A1E9 GS |B EDOSIUS. (2am; clovejae oe a 426,621,196.43 
Stock of Federal Re- 

Servem bam) 4). se . 1,500,000.00 | Dividends unpaid ... 10,992.50 
Banking House ...... 4,000,000.00 


Reserved for Interest, 


Cash in Vault and 


due from Federal Taxes and _ other 

Reserve Bank” 2 7gmme2,022,043.201 9 Purposes). .+¢a. $+ 6,930,942.56 
Due from Banks and 

ISADKELS een =~ + eee 20,159,870.70| Unearned Discount .. —_1,520,249.04 
Exchanges for Clear- 

Wiser louse! ck see 81,958,849.14] Letters of Credit.... 11,206,670.32 
Checks and other Cash 

Themis soca. . wate 2,174,829.83| Acceptances executed 
Interest Accrued .... 1,323,680.62 for Customers .... 25,790,655.70 
Customers’ Liability 

under Letters of Acceptances sold with 

Credit and Accept- our Endorsement.. —1,742,381.28 

ACCS eine ee 34,537,879.03 


$536,260,970.70 $536,260,970.70 fi\|f 


PRESIDENT 
JAMES S. ALEXANDER 


VICE-PRESIDENTS 
J. HOWARD ARDREY _ LOUIS A. KEIDEL 4 FARIS R. RUSSELL 
JOSEPH A. BRODERICK ‘DAVID H. G. PENNY STEVENSON E. WARD 
JOHN E. ROVENSKY 


SECOND VICE-PRESIDENTS 


HARRY P. BARRAND OSCAR L. COX FRANZ MEYER 
THOMAS W. BOWERS ELMORE F. HIGGINS EDWARD H. RAWLS 
LOUIS P. CHRISTENSON WALTER E. LOVBLAD EVERETT TE. RISLEY: 

JAMES |. CLARKE ARCHIBALD F. MAXWELL HENRY C. STEVENS 


CASHIER AUDITOR 
ROY H. PASSMORE PAUL B. HOLMES 


DIRECTORS 


JAMES S. ALEXANDER EDWARD D. DUFFIELD VALENTINE P. SNYDER 
JOHN W. DAVIS CHARLES E. DUNLAP HARRY B. THAYER 
HENRY W.de FOREST HERBERT P. HOWELL JAMES TIMPSON 


JOHN G. SHEDD THOMAS WILLIAMS 


JOHN T. DORRANCE 


When the child becomes of age, the dren, arrange to have them sent to 
guardian must account to the court, good schools, and see to it that they 
showing in detail how he has managed are provided with wholesome food and 
his ward’s estate. The balance remain- environment, so that they may grow 
ing on hand is then paid to the ward. up to be good, strong, healthy, and use- 
Experience has shown that, as a rule, ful men and women. 

a corporate guardian is more satisfac- 


tory than an individual. The growing Services of a Trustee 
practice, therefore, is to appoint a trust 

company or qualified bank as guardian We have spoken of executors, ad- 
of the estate of a minor. Officers of ministrators, and guardians. There 
the trust company or bank supervise remains trusteeships. First of all, what 
the buying of clothing for minor chil- is a trustee? We have seen that an 
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executor or administrator is one who 
settles up the estate and, after paying 
the debts and expenses, turns over the 
remainder to those entitled to receive 
it. A trustee is one who holds or man- 
ages property for the benefit of others. 
As a rule, a trustee is named in a mans 
will to administer his property upon 
his death, when he can no longer work 
for his wife, children, and others near 
and dear to him. The trustee manages 
the property for their benefit. Every 
man who has proper regard for his 
family desires that they shall be pro- 
tected during their entire lifetime. 
Most wives and mothers find their chief 
interest and usefulness in the home. 
They feel unable or reluctant to master 
the details of business. ‘Women, who 
inherit money, which has been accu- 
mulated during a lifetime by a husband 
or father, are often the victims of de- 
signing persons who succeed in taking 
from them the property inherited. 
Lacking business ability and experience, 
these women are likely to make unwise 
investments, and thus lose their inheri- 
tance. ‘Therefore, the wise course is to 
appoint a trustee, who will carefully 
manage the estate for the benefit of the 
heirs. 


The Corporate Trustee 


Formerly, people appointed their per- 
sonal friends to act as trustees and 
manage their estates. There is always 
the chance, however, that the friend 
may die, become ill, or go away on a 
vacation. He may abuse the confidence 
placed in him, or he may lack business 
ability. He may be busy with his own 
affairs and have little time to attend 
to an estate. One can readily see, there- 
fore, that a well-organized, financially 
responsible, perpetual corporation under 
strict supervision of the state, such as 
a trust company or a qualified bank, 
is better equipped to act as trustee of 
estates than is an individual. Corporate 
trustees are organized for this very 
purpose. They never die. They do not 
go on vacations. If one of their officers 
is absent, another officer takes charge 
of his duties, thus providing continuous 
service. 

But, you ask, do not corporate trustees 
sometimes fail? Yes, this has happened. 
The safeguard lies in the fact that, 
under the law, trustees must keep the 
money and other property of each estate 
separate and apart from the money and 
property of every other estate, and sep- 
arate and apart from their own money. 
You see, therefore, that if a corporate 
trustee should fail, the estates under 
its care are still secure. Owing to this 
requirement, each estate is preserved 
intact and secure. In very few instances 
has any trust company ever lost a dollar 
of the trust funds committed to it. 

Some may say that the corporate 
trustee is lacking in personal touch with 
people, that it does not sympathize with 
the troubles, sorrows, and difficulties 
of families, that it does not concern 
itself about these matters, as would an 
individual. The answer to this is that 
the men who are officers of a trust 
company or bank possess the same 
sympathy and feelings as do other 
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Within the past fifty days, 
this corporation has financed 
these five modern hotels, 
to cost $3,380,000, through 
the same unique plan that 
has put through twenty- 
three similar projects in the 
past twenty-one months. 
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The New Hotel 


New Britian,Conn. mans 


“GheHockenbury System Incorporated — 


Penn-Harris Trust Bldg. Harrisburg, Penna, | 


people. Friendliness is a part of their 
training. Experience shows that they 
have been as uniformly kind and sym- 
pathetic in the care of those for whom 
trusts were created as individuals have 
been. 

It frequently happens that a man who, 
by his own efforts, has built up a good 
business during his lifetime, wishes to 
have the business continued after his 
death, for the benefit of his family, 


To the Banker of any city 
needing modern hotel facili- 
ties we will send, gladly, a 
““Modern Hotel Fi- 
nancing,” our latest booklet 
on this interesting subject. 
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Gardner, Mass. 
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or until a son grows to manhood. He 
has the right, under the law, to give 
the business into the hands of a trustee, 
to be operated under such conditions as 
he may name. In trusteeship of this 
kind, the trustee is not expected to make 
good, out of his personal estate, the 
losses which might occur in carrying 
on the business, although he is relied 
upon to use diligence and good judg- 
ment. In other words, the trustee takes 


“Santa BarbaraCal, | 


p+ 


¥ 


| 


February, 1923 JOURNAL OF THE AMERICAN BANKERS ASSOCIATION Gy 


the place.of the man himself, in order 
that the business may be kept in the 
family. Sometimes, also, it is a good 
plan for a man to protect his interest 
in a partnership in the same way, in 
order to keep his estate from being 
sacrificed. In caring for a business, 
the corporate trustee is preferable for 
the reason that a group of experienced 
business men will guard the interests 
of the owner, will carry out his wishes 
impartially, and will bring their com- 
bined judgment to bear upon all busi- 
ness problems as they arise. Where 
special financing is needed, the corporate 
trustee has at hand the means for pro- 
viding it. 
Broad Experience Essential 

Aside from the question of better 
service in general, the corporate trustee 
has today become practically. a necessity 
Formerly, it was a comparatively simple 
matter to settle a man’s estate. It was 
not even necessary, in many cases, to 
submit an accounting. Heirs could often 
agree among themselves as to how the 
property should be handled, and could 
thus keep the facts within the possession 
of the family. Now, however, the state 
and federal governments make careful 
inquiry into all estate matters. In- 
heritance taxes must be paid. Income 
taxes must be accounted for. The laws 
governing these taxes are very complex. 
Hence, broad experience is essential in 
the handling of the many details in- 
volved. Unless proper methods are 
used, the trustee is very likely to meet 
with difficulty. The work must be 
handled so that, when reviewed by state 
and federal authorities, it may be above 
censure and penalty. 

Nowadays, a man of business ability 
hesitates, even under the will of a friend, 
to accept a trusteeship. His responsibil- 
ities are great. He may be tempted to 
favoritism. His freedom is restricted. 
Often when he wishes to be away, the 
duties of the trusteeship require his 
presence. His services must cease 
sooner or later. 

Hence, trust business is vrowing 
‘rapidly. Each year a greater number 
of persons create trusts by will. Trust 
companies and banks authorized to per- 
form similar duties are being called 
more and more into this service, and 
their officers are being trained in all 
of the many principles and duties in- 
volved. Therefore a trust company or 
bank should be chosen as executor, ad- 
ministrator, guardian, or trustee, because 
it specializes in the management of 
property, and in the settlement of 
estates. 


Member American 
Bankers Association 


Put the above sign on the 
windows of your bank and 


under your newspaper 
advertisements. It will 
help the Association and 
likewise help yourself. 


ee ee ee ee eee ee 


Why Banks Use the “Brandt”’ 


Ask any of your neighboring bankers, among our 26,000 endorsers, 
why they use the Brandt Automatic Cashier. Their quoted mes- 
sages are surely evidence that will cause you to measure the advan- 
tages of the Brandt “‘instant service’’ versus the old ‘‘head and 
hand”’ method of making change. 


Speed 


“They are time savers as 
change can be made quickly.” 
The Brandt respects the cus- 
tomer’s time as well as the 
Banker’s. Simply press one 
key with one finger and the 
desired change is paid in- 
stantly. 


Accuracy 


“We have never known our 
Brandt to make incorrect 
change.’”” The Brandt has 
brains and fingers of steel—it 
does not make mistakes. All 
worries over errors are elim- 
inated. 


Simplicity 
‘Tt is very simple to oper- 
ate—nothing complicated 
about it.’”? Anyone who can 
read figures can operate the 
Brandt. It is simple as pres< 

ing a buzzer button. ; 


Durability 


‘Have used Brandt 
Cashier for ten years 
or more.’’? ‘‘There’s 
nothing about them 
to give trouble of 
any kind.’’ Brandts 
are guaranteed for 
Ten Years. 


Service 


“The Brandt is a big item in 
our endeavor to give up-to- 


date service to our custom- Wri: 
ers.” Service is the chief pate your copy of 


commodity of a bank. There “ . 

are over 26,000 Brandts in Boe patos Moar 
use. Backed by over 20 years 

experience. 


C ~Jhe 
ELLLD 


Standardized by Dankers Everywhere 
Serving Bankers, Retailers, Paymasters 


-------- Brandt Manufacturing Company-------- 


Executive Office and Factory, Watertown, Wisconsin 
Send copy of Booklet, ‘“‘When Minutes Mean Dollars” 
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THIS ISTHE ONLY 
MACHINE THAT 


Will Protect ALL the 
Essential Parts of Your 
Check—The Paying Line 
—The Payee’s Name— 
The Numerals—and Will 


3 : A Prevent Dangerous Two- 
Equipped with Automatic line Chéeckt. 


Self-Inking Device Unless You Use This Double Lock System Your Bank Account is at the Mercy of the 
Check Manipulator. 


Write for further details regarding . THE SAFE-GUARD CHECK WRITER CO., Inc. - Se¥P YOWANCAY 


this ‘‘Double Lock System’”’ to 


PAY TO THE wf 
ORDER.OF. 
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LITTLE GIANT 
BANK DIRECTOR 


Striking, Enduring, Digni- 
fied, Cheap and Effective 


Member American Bankers Association 


A 5 Advertising 
Put the above sign on the win- S. 7 A henry witli 
dows of your bank and ,under RM town or city” 
5 ‘ : i _ They bring local, as well as tour- 
your newspaper advertisements. | fimeei ddd) ‘St, business if erected at. principat 


points on highways entering your 


It will help the Association and city. They lie sdvaren the ty Gath ao tine ee 
likewise help yourself. 


chants or any other class of business. 


LITTLE GIANT COMPANY 
239 Rock St. Established 1876 Mankato, Minn., U.S.A. 


NO ORDER TOO LARGE AND NONE TOO SMALL 
FOR OUR PAINSTAKING ATTENTION 


AMERICAN BANK SUPPLY CO. 


OPERATED AND CONTROLLED BY 
THORNTON-LEVEY CO. 


BANK OUTFITTERS 


INDIANAPOLIS, INDIANA, U. S. A. 


All necessary supplies for every make of posting machine. 


Maximum quality at minimum prices. 
STANDARDIZED BUFF STATEMENT SHEETS, 11"x11" = $8.50 PER M. 


STANDARDIZED BUFF LEDGER SHEETS, 11"ql1"_ - 11.00 PER M. 
WRITE FOR SPECIMEN SHEETS 


When writing to advertisers please mention the ‘Journal of the American Bankers Association.” 
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_ The Condition of Business 


and periodicals of the country 
| publish a series of articles sum- 
marizing the events of the year 
just past and looking forward into the 
_ future. In the light of the outcome of 
the year 1922, it is interesting to turn 
back to the prophecies which appeared 
in January, 1922. At that time the 
country had just begun recovery from 
a serious business depression, and the 
business reviews bear the imprint of 
the depression. No one dared to hope 
for the early return of more than mod- 
erate business or industrial activity. 
} Several quotations from prominent 
men reveal the more optimistic phases 
of the outlook current at that time: 


| B=, January the newspapers 


“Better general business -conditions and 
more satisfactory results as a whole can 
reasonably be expected for 1922 as compared 
with 1921. Due to the further readjustments 
that must be made in many ames of trade, 


no great or speedy revival is likely.” 


“T look for a moderate and irregular re- 
covery.” 


_“All in all, there seems little reason to be- 
lieve that the tentative revival in business 
which was first noted last summer will re- 
lapse into a new depression. On the other 
hand, there is little to warrant the hope that 
the pace of improvement will soon become 
rapid.” 


-- eee 


“There has been a noticeable tendency to- 
ward improvement. Barring unforeseen de- 
velopments, there is no reason to expect that 
this improvement should not continue during 
the coming year.” 


The facts about 1922 business as they 
are now available show that the reality 
has surpassed the anticipation of even 
the most sanguine of the prophets of 
a year ago. 


Business Now Normal 


As the new year opens, a good case 
can be made for saying that business 
' is just about back to normal. It is 
necessary to define what is meant by 
normal. Too many business men have 
been thinking of the greatest activity 
of the fall of 1919 or the spring of 
1920 as normal. A fairer definition of 
normal is good average business, which 

is exceeded in periods of great pros- 
perity, and below which business dips 

in periods of adversity. Of course a 

definition of normal must also take ac- 

count of the natural growth in the coun- 
try’s business. The amount of produc- 
tion and trade which was good business 
in 1910 would not be good business in 

1923, because the country has grown and 

its power to consume goods has grown 
even faster than the population. 

A number of statistical bureaus have 
made computations of the rate of 
growth in different industries and reg- 
ularly publish comparisons between cur- 
rent production and manufacture and 
| what they estimate would be normal. 


‘tions. 


The Harvard Committee on Economic 
Research has computed that recent 
manufacturing of the following groups 
of commodities has been above normal: 


Iron and Steel Food 

Lumber Footwear 

Cotton and Wool Housefurnishings 
Leather Books and Papers 


The following groups are computed 
to be less than 5 per cent. below normal: 


Paper 
Tobacco 
Clothing 


A computation for all lines of manu- 
facture combined is almost exactly at 
the normal line. 


Iron and Steel 


The fact that iron and steel produc- 
tion may be said to be above normal 
is of peculiar significance because iron 
and steel enter into such a multiplicity 
of products. A recent article in the 
Iron Age shows the uses of iron and 
steel in terms of the percentage of the 
product which they consumed in 1922. 
Railroads used 22 per cent. of all steel 


products. The full list follows: 
Per Cent 
of Total 
Railroads 22 
Big ding © tele sce slels «mis: stoliaVeleranelt Meer) 1S 
Automobiles : 10 
Oil, water, gas and mining 10 
Agriculture 4 
Tins plate. a: c3/s)soress © 1sueret elalelatonsm sunreie 4 
EX POFtsin Sajeite cfenc! eave os cvenaiotetsateicnyer= 7 
VAT others ects cies ceo 0s coho ovekatereeRematets = 28 
100 


The fact that 28 per cent. of the total 
cannot readily be divided into compo- 
nent parts illustrates the diversity of 
the products into which iron and steel 
enter. 

The rapid climb of iron and _ steel 
production from the most severe de- 
pression in the history of the industry, 
during the summer of 1921, back to 
normal, reflects more than anything else 
the activity in three major industries— 
railroads, building, and automobiles. 
Railroad orders for equipment during 
1922 were larger than for a number of 
years previous. The building boom was 
phenomenal in its scope, supported as 
it was by the shortage created by sev- 
eral years of greatly restricted opera- 
Automobile output for 1922 of 
nearly 2,600,000 cars was the largest 
in the history of that industry by a 
considerable margin. 


Freight Traffic 


Another series of figures which re- 
flects in a broad way the changes in in- 
dustrial and business activity is freight 
traffic, particularly if shipments of coal 
are excluded. Aside from coal, the 
freight movement in 1922 was larger 
than in any previous year, and the weekly 
movement in the latter weeks of the year, 
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including coal, was larger than in the 
corresponding period of any preceding 
year. 


The Case of the Farmer 


Any discussion of business conditions 
sooner or later has to include the ques- 
tion, “How about the farmer?” The 
farmer had good crops this year at bet- 
ter prices than a year ago, and prices 
of farm products are still rising rela- 
tive to other prices. But on the basis 
of prices and crops alone it is not pos- 
sible fully to estimate the farmer’s con- 
dition. ‘There are too many other fac- 
tors like freight rates, obligations for 
past cemmitments, frozen bank loans, 
etc. The best test is the way the farmer 
is spending his money, and there are 
facts on that point. Wholesalers of 
farm implements did a tremendous busi- 
ness in December, more than twice as 
large as in December, 1921. Sales in 
December of mail order houses, which 
cater largely to the farmer, were 35 
per cent. ahead of last December. 

The recently published balance sheet 
of Sears Roebuck adds to the story. 
In 1921 this company reported a deficit 
of $16,400,000. Last year they made 
a profit of $5,400,000. ‘Their inventories 
were reduced $12,000,000, and their ac- 
counts receivable another $12,000,000, 
indicating that customers were not only 
buying but were paying their bills. 


Profits Increasing 


The annual reports of a good many 
business concerns are closely similar to 
the Sears Roebuck report. Business is 
beginning to show a profit. This profit 
is in many cases the result of more 
efficient operations. Inventories are re- 
duced; a larger volume of work is done 
per employee; overhead is cut to the 
minimum, 


Basis for Prosperity 


In the business situation as it stands 
today we have the beginning of pros- 
perity. When such a recovery from 
depression to normal business has oc- 
curred in the past, it has usually been 
followed by genuine prosperity. But 
there is no certain assurance that the 
experience of the past will be repeated 
now. Each series of business events is 
unique and is shaped by a large number 
of only partially known and _ partially 
understood influences. Among the in- 
fluences in the present situation which 
may be thought of as danger points may 
be listed the following: 


The European situation 
Coal strike 

Labor shortage 
Transportation difficulties 
High prices 

Credit inflation 
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All these are elements in the situa- 
tion which the business man and banker 
will need to watch carefully during the 
coming year. 


European Situation 


It has been said a great many times 
that we cannot have full prosperity in 
this country, or even moderate pros- 
perity, until conditions in Europe have 


reached a better state of adjustment. 
The experience in the past year has to 
a certain extent disaproved the truth of 
this saying. We have reached a very 
substantial degree of business activity, 
while conditions in Europe remain dis- 
turbed. An explanation may be found 
in two developments abroad which have 
enabled us to trade with Europe to an 
extent which appeared unlikely a year 
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beople in 
one Day 


ago. 


@By actual count, entered and left the First 
National Bank Building in Detroit. @[This 


was an ordinary, average business day. It 


was only a few months after the opening of 


this new twenty-five story bank building 
on a historic site at the heart of the city. 
@ Bankers in other parts of the United 
States can gather from these figures some- 
thing of what Detroiters think of the efforts of 
the First National group to serve them well. 


(Formerly First & Old Detroit National Bank) 


FIRST NATIONAL BANK 


DEST eRsO len 


MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


In the first place the British situa- 
tion has taken on an entirely new as- 
pect during the year. The pound ster- 
ling has risen in the year from about 
$4.20 to $4.68. The movement reflects 
reduced note circulation, reduced prices, 
and a balanced budget in England. As 
an accompaniment to the rise in sterling. 
England has begun interest payments 
to the United States, her foreign trade 
has improved, her shipping has become 
more active. A sound position of the 
financial markets of London is an im- 
portant stimulus to world trade. 

A second favorable factor is found in 
the extent to which foreign countries 
have been able to buy our exports, par- 
ticularly our exports of foodstuffs in 
spite of their economic instability. A 
year ago it was widely believed that 
the flow of gold to this country had 
about reached an end, that all the 
sources had been exhausted. But the 
gold received in 1922 amounted to $275,- 
000,000 and our total exports were only 
slightly smaller than the year before. 

As the new year begins a number of 
the countries of Europe are better able 
to trade with us than they were a year 
ago, as their exchanges are much closer 
to par. On the other hand, France, 
Italy Germany and Austria are in no 
better position, and they cannot con- 
tinue forever to pay for goods in gold 
or makeshift credit. Any changes in 
the economic position of these coun- 
tries will be an important influence in 
our business situation. 


Transportation 


The events of recent weeks give a 
more cheerful aspect to our domestic 
transportation problems, car shortage 
has decreased in the face of extraor- 
dinarily large car loadings for this time 
of year. Greater efficiency of opera- 
tion has been evident. Cars have been 
more heavily loaded, have moved fur- 
ther each day, and equipment is in 
somewhat better repair. 

The railroad earnings figures for 11 
months of 1922 show an annual rate 
of 4 per cent. on property valuation as 
compared with a 3.3 per cent. rate for 
the year 1921. This gain was made 
in spite of larger expenditures for main- 
tenance, and in spite of disappointing 
earnings during the summer months be- 
cause of the shopmen’s strike. 


Coal Strike 


The announcement of a wage agree- 
ment in central bituminous fields pro- 
viding for the continuance of present 
wage rates until April, 1924, makes a 
coal strike this spring much less prob- 
able. The coal situation is far from 
settled, however. 

A preliminary report by the govern- 
ment coal commission emphasizes the 
fundamental character of the difficul- 
ties. 


“There are more mines and more miners 
than the needs of the country require. This 
condition of over-development is the under- 
lying cause of the instability of the industry. 
We do not know accurately the extent of the 
burden, but it may well be measured by the 
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about 3 per cent. 
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cost of keeping in the industry an excess of 
perhaps 200,000 miners and their families and 
the excess investment in the mines.” 


Another difficulty lies in the seasonal 
nature of coal mining, because of the 
concentration of coal shipments in the 
fall of the year and the lack of pro- 
vision for storage. 


“There can be no satisfactory agreement 
as to wage rates, and no lasting peace be- 
tween operators and men, unless steadier em- 
ployment can be provided. There can be no 
satisfactory solution of our _ transportation 
problem so long as the railroads are subjected 
to sudden peak loads of coal traffic at the 
season when the demands of agriculture and 
industry are at their height.’ 


The preliminary report of the com- 
mission recommends no definite reme- 
dies but proposes continued exhaustive 
study of the problem. 


Labor and Its Wages 


( 

A shortage of labor or such high 
wage rates as to curtail industrial 
profits are possible factors to be reck- 
oned with in the coming year. Employ- 
ment has continued to increase and there 


are some shortages of common labor 


and certain types of skilled labor, par- 
ticularly in the building trades. Steel 
trade reports indicate that, in some 
plants at least, shortage of labor and 
transportation difficulties make it diffi- 
cult to keep up with orders. 


Prices 


The current price trends are sum- 
marized in the accompanying chart pre- 
pared by the Federal Reserve Bank of 
New York. Prices of basic commodi- 
ties have been rising for a year and a 
half. The Department of Labor index 
of all kinds of wholesale prices has 


been rising for a year and is 13 per 


cent. higher than a year ago. In con- 


trast the cost of living index repre- 


risen only 
This is partly be- 
cause it never fell as low, and partly 
because retail prices always lag behind 
wholesale. 

A question which the merchant is 
now asking himself is how much of 
recent increases which he has had to 
pay in wholesale prices can be passed 
on to the consumer without arousing 
what is technically termed “buying re- 
sistance.” It is a question which is 
likely to be put to the test in coming 
months, and the answer will be an im- 
‘portant factor in 1923 business. 


senting retail prices has 


Money and Credit 


A final important influence on busi- 
“hess in the coming months is the vol- 
ume of credit. There appears to be 
little likelihood of a credit shortage. 


¢ 
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CHANGES IN THREE PRICE INDEX 
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Ice Cream Cones and Pretzels 
A UNIQUE line of manufacture in which St. Louis 


leads all other cities. These crisp little pastries are 
produced here in immense quantities and under immac- 
ulate sanitary conditions. 


@, Thousands of progressive St. Louis manufacturing concerns secure 
from the Mercantile Trust Company that cordial, comprehensive 
co-operation obtainable only from an institution of dependability, 
complete equipment and world-wide banking connections. 

@, Banks, business houses and individuals seeking additional facilities 
are invited to investigate the special services we offer through the 
following nine departments, which are well equipped to serve: 


—s 
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Member federal 
Rerevve Lyrtem 


EIGHTH AND LOCUST 


—ee 


Banking Real Estate Loan Safe Deposit 
Bond : Real Estate _ Savings 
Corporation Public Relations Trust 


Mercantile Ti 


SAINT LOUIS 
Capital and Surplus $10,000,000 
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There is possible danger of too free 
credit. The huge amount of gold which 
the country has imported from abroad, 
about $1,700,000,000 net since 1914, 
could, without proper credit control, 
become the source of rapidly mounting 
prices and wages, currency inflation, 
and speculation. 


All these factors will have their part 
in determining whether 1923 will wit- 
ness a continuation of the progress 
made in 1922. At the moment no one 
of the possible dangers is immediately 
threatening, but careful business men 
and brokers are facing the new year 
with an optimism tempered by caution. 


US. Covernnent 


Jupervision 
—TO ST. CHARLES 


Te 


Encouragement for Bank Employees 


By W. F. GEPHART 


Vice President, First National Bank in St. Louis 


lems which confront modern 

commercial banks are, first, 

how to secure a proper super- 
vision of the day by day work, and 
second, how to secure efficiency and 
loyalty on the part of the large 
number of employees. 

Much of the work of a modern 
bank is of a simple routine charac- 
ter, requiring no great mental ability 
but carefulness in performance and 
ability to work accurately at a high 
speed at the rush periods of the 
department’s work. There are rel- 
atively few departments of the 
bank which can be kept equally 
busy during the working day, how- 
ever well distributed the work is. 
The introduction of machines to do 
many different kinds of work in a 
bank has enormously changed the 
character of the employee needed 
and at the same time, as in the 
case of the use of machines in other 
industries, enormously increased the 
amount of work which can be done. 


Ribs of the most difficut prob- 


Viewpoint of Employees 


From the standpoint of the em- 
ployees themselves the extensive use 
of machines in banking has been no 
more a clear gain to them as em- 
ployees than it has in many other 
lines of industry. For example, in 
the old days, when bookkeeping was 
done by hand and when penman- 
ship was so largely used, many bank 
employees could feel that there was 
much more personality in their work 
than is now the case. That is to 
say, personal characteristics of neat- 
ness, accuracy, and deftness secured 
for the employee consideration not 
only in salary but in general per- 
sonal appreciation which is often 
not now the case. These machines 
can now be operated by boys and 
girls where the same work in earlier 
years required a mature man. Then 
too, the extensive division of labor 
and the creation of many depart- 
ments has brought a _ condition 
about whereby a young man or 
woman may work in a bank for 


many months or many years, in fact, 
without securing very much of a 
fundamental knowledge about bank- 
ing. On the other hand, since. many 
of the tasks are so minute and of 
a detailed character, it has made 
possible the learning of the particu- 
lar task in a comparatively short 
time and, therefore, makes possible 
a high degree of mobility among the 
employees if the bank’s departments 
are so organized as to secure rapid 
training in many different lines of 
work by a system of transfers. 


Securing Efficiency 


The best organized of modern 
banks, therefore, so construct 
their organization as to have in 
each department, in addition to the 
head, a small additional number who 
constitute, as it were, the skeleton 
of the organization. ‘These men 
act as general supervisors of the 
work of the larger number of em- 
ployees, the personnel of which un- 
dergoes considerable change from 
month to month. A properly or- 
ganized bank can have a large labor 
turnover without seriously impair- 
ing the efficiency of operation. 

Banks frequently complain of 
the difficulty of securing a sufficient 
number of men to fill the more im- 
portant positions. But, if this is 
true, it is largely because the inter- 
nal operation of the bank is not 
properly organized. 

This leads to a consideration of 
the second problem: namely, that 
of securing efficiency and loyalty 
among employees. Because of the 
large number of employees in a 
modern commercial bank, it is 
quite impossible, as in the old days, 
for the president, or even the 
senior officers, to know in a per- 
sonal way a sufficient number of 
employees which would make it pos- 
sible for them to select for pro- 
motion the more promising ones. 
Therefore, in the best organized 
modern bank there has come to be a 
special department, usually called 
the personnel department, which has 
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for its business the supervision of | 
the internal operation of the bank. 

These departments, which may have 

assigned to them one or more senior 
officers in general charge, organize | 
the operating staff and thus the’ 
employees have an agency which 
takes the place of the president or 
senior officer in the old days. It. 
is the function of such a committee 

to represent the interests of the em- 

ployees, to see that they are 

properly trained, to discover the 

promising men, and to attend to 

promotions in salary and rank. 


Length of Service 


It is undoubtedly true that in 
some positions in the bank great 
importance should be attached to 
length of service, but a large num- 
ber of positions in the modern bank 
are such that the skill and success 
with which the position is filled is 
not even remotely connected with 
length of service. While promo- 
tions on the basis of length of 
service have an important influence 
upon securing loyalty, yet on the 
other hand, nothing is more deaden- 
ing and stultifying in its effect upon 
the general spirit of a bank organi- 
zation than to over-emphasize 
length of service as a basis for pro- 
motion. 

If the Personnel Department is 
functioning properly day by day, 
there will be little reason to wait 
until the close of the year or the 
close of a six months period to 
grant increases in salaries. If the 
employee has proven himself worthy 
of an increase he ought not to be 
compelled to wait six months to 
secure it. Nor will an employee 
object, but on the other hand, will 
welcome any fair method of 
measuring his performance. That is 
to say, employees will not object to 
careful records on attendance as 
well as accurate methods of meas- 
uring their performance day by day. 
Nothing is more stimulating to de- 
partment employees than to apply 
performance records. 


any losses to banks are the results of carelessness, and indifference 
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to warnings. Use the box printed below and add to your 
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OFFICES OF THE WILLIAM J. BURNS INTERNATIONAL DETECTIVE AGENCY, INC, 


Caurrornia, Los AnceLEs.—I. N. Van Nuys Building. | 

Catirornia, SAN Francisco.—First National Bank Build- 
ing. 

CoLorapo, DENveR.—421 Cooper Building. 

District. oF CotumsBia, WasHincTton.—500 Southern 
Building. 

Fioripa, Miam1.—11-12 Wayne Building. 

Georcra, ATLANTA.—921-22 Healey Building. 

IuLinors, Curcaco.—1050 Otis Building. 

Iowa, Des Mo1nes.—609 Observatory Building. _ 

Lourstana, New OrLEANS.—930-932 New Hibernia Bank 
Building. " 

Marviand, Batrtrmore.—Fidelity Building. 

Massacuusetts, Boston.—201 Devonshire Street. 

Micuican, Derroit.—Dime Savings Bank Building. 

Minnesota, Minneapoiis.—McKnight Building. 

Missourt, Kansas City.—Ridge Arcade Building. 

Missouri, St. Lovis.—Railway Exchange Building. 

New York, Burrato.—D. S. Morgan Building. 

New York, New Yorx.—Woolworth Building. | 

Onto, CrncINNATI.—1012 Keiths Theatre Building. 

Outo, CLEVELAND.—Swetland Building. 
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OxtaHoma, OxtaHoma Crtry.—908 Colcord Building. 

OREGON, PortTLAND.—Yeon Building. 

PENNSYLVANIA, PHILADELPHIA.—Widener Building. 

PENNSYLVANIA, PittssurGH.—Commonwealth Building. 

SoutH Dakota, MiTcHELL.—30-34 Commercial Bank Build- 
ing. 


TENNESSEE, Mempuis.—Bank of Commerce and Trust 
Building. 
Texas, DaLLAS.—Dallas County Bank Building. ° 


Texas, Hovuston.—Union National Bank Building. 

Texas, San Antonio.—Gunter Building. 

Uran, Sart Lake Ciry.—301-302 Tribu Building. 

Vireinia, RicHMonp.—Virginia Railway and Power Build- 
ing. 

WasuHincton, SEaTTLE—L. C. Smith Building. 

WASHINGTON, SPOKANE.—Old National Bank Building. 


FOREIGN OFFICES OF THE WILLIAM J,,BURNS 
INTERNATIONAL DETECTIVE AGENCY; INC. 


Canapa, Monrtreat.—Transportation Building. 
CANADA, WVANCOUVER.—605 Vancouver Block. 
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Protection Against Check Operators 


By HART SCHRADER, JR. 


Handwriting and Mirco-Analytical Expert Laboratory and Research Division 
State Bureau Criminal Identification & Investigation, 


means of fictitious and forged checks in one city of Cal- 

ifornia from January 1, 1922 to April 1, 1922! Do 
people realize how this eats into the profits of bankers and 
business men; that at this rate it is costing the citizens and 
bankers of this California city a trifle over $8,033 per day to 
support criminals who live by their pens and their wits. The 
blame lies with no one but the public which furnishes the 
fictitious check operator and forger the opportunity for the 
best means yet devised for obtaining funds with the least 
effort and the greatest immunity from punishment. 

From the above figures it can readily be realized that the 
presumably conservative bankers and level-headed business 
men of this and other states are simply appropriating mil- 
lions of dollars every year toward an easy living for thou- 
sands who use fictitious checks or drafts as a means to keep 
their pockets filled. 

The business man when asked why he accepts checks with- 
out verification usually says, “Well, the man came into my 
store, purchased a few groceries and presented a check 
greater than the price of his purchase, said he was working 
in the neighborhood and that this was his pay check and 
the only means he had of paying for his purchase. The 
check in most instances is small and although the customer 
looked doubtful, I took a chance because I ‘did not want 
to lose the business.” 

I asked an official of one of the largest banks on the 
coast why banking institutions did not adopt fingerprints 
as a method of identification for depositors, the method 
now employed by the government in all postal savings 
banks. The banker replied, “We can’t afford to do it as it 
would hurt our business. If the customer should prove 
reputable and we ask him for fingerprints as a means-of 
identification on his check he will be insulted and probably 
transfer his account to another bank where such identifica- 
tion is not required; at any rate why should we worry 
as our losses only amount to about one-tenth of one per 
cent., for we are protected by insurance against such losses.” 

Bankers and business men should agree upon certain pro- 
tective methods of procedure and each and every bank of 
business should adhere strictly to these defensive principles. 
A business man should never accept a check from a customer 
unless such customer is personally known to the dealer or 
until after the checking account has been verified at the 
bank. 

Banks I know ‘have rules prohibiting a stranger from 
drawing against a check deposit or draft when drawn upon 
a foreign bank prior to its collection. Notwithstanding this 
rule banks are being victimized by permitting a customer 
to draw aganst checks or draft deposits before collection. 

We know that insurance protects in part the losses of 
banks or business men due to: fictitious checks, drafts or 
forgeries. Why not use fingerprints as a method of identi- 
fication, thereby presenting an additional protective measure 
that will serve the bank, the business men and the insurance 
company, the ultimate result of which will be a reduction 
in insurance rates. We must also continue to bear in mind 


San hundred and fifty thousand dollars—obtained by 
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Sacramento, Calif. 


that lack of prosecution in many cases is assisting the crimi 
nal instead of aiding in the prevention of these crimes. 
Fraudulent check operators increased 40 per cent. in 192, 
over the previous year. ‘This increase is due principalh 
to the ease with which a check or draft can be cashed 
The records of the California State Bureau of Crimina 
Identification and Investigation show that nearly all classe 
of criminal delinquents resort to “kiting” checks when it 
need of easy money. Even the children are becoming pro- 
ficient for only recently nine juveniles ranging from 12 tc. 
16 years were arrested in one locality for flooding the towr 
with fictitious checks written by themselves, signed | 
Brown and Smith (even the initials being omitted), 
the merchants readily took these checks in payment a 
candy, flashlights, etc. ; ay 
It is time that drastic measures be taken to stop the 
operation of this class of criminals. ‘The peace officers of! 
this state are co-operating in every manner possible in their 
drive against the fraudulent check operator but they are 
handicapped by the lack of co-operation of the business 
men and bankers. That the peace officials should have 
co-operation in reducing this class of crimes is demonstrated 
by the fact that the records of the State Bureau show only 
a 30 per cent. increase in the number of arrests of fraudu- 
lent check operators in 1922 over the year previous. A far 
greater increase in arrests would have been shown had the 
peace officials secured the proper support from the victims. 
California through its State Bureau of Identification has 
endeavored to bring about closer co-operation between the 
people and peace officials in the suppression of all crimes) 
and during the past two years has'made special efforts a 
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reducing the fraudulent check business by installing a hand-) 
writing and micro-analytical division for the: purpose of 
classifying, filling and comparing the signatures of all chec 
“kiters.” a 

Examination of documents in question by handwriting 
experts as a general rule is a comparison between the genu- 
ine handwriting of a certain individual and the questioned 
handwriting exemplars of suspects in the case. Identi i= 
cation by handwriting as applied at this bureau is practically 
the same although we go a step farther. A search is made 
through our special files of handwriting exemplar classi- 
fications and if we find among such exemplifications 
signature of a man who has previously been arrested a 
whose handwriting approximates that upon the fictitio 
check or draft, a careful examination and comparison 
then made between the fraudulent and genuine handwritings. | 
If in our opinion the handwriting shows enough similar 
characteristics to lead us to believe that he may be the m 
responsible for the writing of the fraudulent instrument, 
photograph of the suspect is forwarded to the complaini 
police department for final identification purposes. To sho 
the efficiency of this method of handwriting identificati 
and verification, 60 per cent. of the fraudulent operat 
whose handwriting was submitted to the bureau for co 
parison were positively identified through this classificati 
system. This is somewhat of a record in view of the fa 
that there are but 14,000 individual signatures on file in the 
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handwriting classification unit. It further shows that a 
majority of the persistent offenders do not migrate any 
great distance. 


is absolutely necessary for collection. 


their own protection. 

Closer co-operation be- 
‘tween banking institutions 
and their protective associ- 
‘ation and peace officers 
jmust also be brought about. 
Remember that the peace 
officer must have some in- 
formation or evidence to 
‘work with in order to ac- 


livery to customers. 


able to a man. 


passed a fraudulent check. 


WARNING 


DANGEROUS CHECK KITING 
OPERATOR 


WALTER DAVIS caused two member banks of Balti- 
more, Md., to sustain large losses on worthless checks. Davis 
was successful in securing an introduction at each of these 
banks through a depositor and opened an account by deposit- 
ing cash. He subsequently made other deposits of cash, post 
office money orders and four checks drawn on banks located 
in San Francisco, Calif., Seattle, Wash., and Halifax, Nova 
Scotia, and was successful in drawing against these checks 
before returns had been received. We are reproducing here- 
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with, a specimen of Davis’ handwriting and any information 
relative to him should be communicated to the nearest office 
of our detective agents. He is described as being 35 years 
of age, 5 feet 8 inches, 150 pounds, dark complexion, black 
fair, smooth shaven, heavy eyebrows, full face; wears tortoise 


shell rimmed spectacles at times. 


| JOE BRANDON. The Sheriff of Sequoyah County, 
(ig holds a warrant for the arrest of this individual on a 
‘torgery charge, he having operated against a bank in Salli- 
ir. Okla. Brandon is a barber by trade and disappeared from 
Sallisaw on January 8, 1923. Any information relative to 
‘his man should be communicated-to the nearest office of our 
_ letective agents. His description is given as follows: 51 
rears of age, 5 feet 7 inches, 140 or 150 pounds, slightly dark 


' Bankers must realize e 

‘that closer co-operation TO PREVENT LOSSES 

‘between their institutions Don't cash checks for strangers. 

| aed the banking public Don’t advance cash on drafts or checks deposited for 
> 


Don’t leave counter checks on corridor desks. 
Don’t give check books to unknown messengers for de- 


Don’t give check books to any but depositors. 
Don’t cash checks for women when same are made pay- 


Don’t cash checks for strangers when indorsed by a de- 
positor unless you verify indorsement by phone. 

Don’t cash counter checks drawn on any other bank. 

Don’t cash checks that are not properly drawn. 

Don’t cash checks that are not properly indorsed. 
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Get your employees together, impress upon them the 
necessity of taking particular note of the minute description 
of every person of whom 
they are in doubt. 

Never trust to your 
memory. Prepare and keep 
close; at hand aS". x 3” 
card with the following no- 
tations thereon: Color of 
hair; color of eyes; height; 
age; marks; scars or de- 
formities; complexion, 
mustache; beard; miscel- 
laneous; name; date. 

Insist that these cards be 
used as the occasion may 
arise and you have reason 
to feel suspicious of a cus- 


complish the apprehension Don’t cash checks unless signature is regular. Be Pe pu pot sot 
of the criminal. Nine immediately for future 

reference. If it should 
chant or banker does not remember any part happen that your. suspicions were well founded you have 
of the physical description of the person who _ something definite to hand over to the protective department 


or peace official for investigation. 


JOE BRANDON 


complexion, brown eyes; hair turning gray, parts same in 
middle, smooth shaven, wears short side burns; right leg 
withered, usually walks with cane when walking any distance, 
can walk without cane, but is very lame and slings crippled 
foot when walking; has gold tooth upper front; is a free 
talker, swears often; chews tobacco freely; slightly stooped; 
dresses well. 


H. J. BURDICK is operating with bogus checks drawn | 
on the Third National Bank, Springfield, Mass. The date 
and payee’s name are filled in by typewriter, and a protecto- 
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graph is used to fill in the amount. We are unable to supply 
a description of the operator at this time but are reproducing 
a specimen of his handwriting. 


A. L. BURNS. An operator using this name caused a 
member bank of San Francisco, Calif., to sustain a small 
loss by means of forgery. The California Bankers Associa- 
tion is. co-operating with us, and our detective agents’ San 
Francisco representatives have been assigned to the case. 
Burns is described as follows: 29 years of age, 5 feet 10 
inches, 155 pounds, medium build, dark complexion, dark hair, 
small black mustache. 


FRANK T. CLAYTON, alias Arthur M. Young, is operat- 
ing with bogus checks purporting to have been issued by 
the California Associated Raisin Company, drawn on the 
First National Bank, Fresno, Calif. The California As- 
sociated Raisin Company changed its name some time ago 
and is now the Sun-Maid. Raisin Growers. The bogus checks 
are printed on yellow safety paper on forms different from 
genuine checks of the Sun-Maid Raisin Growers and are 
typewritten. Upon the face towards the left side are 
notations making it appear that the check was issued for 
salary and expense. It has been reported that checks of this 
description have been cashed in the south, also in Montana, 
Missouri, Nebraska, North Dakota and South Dakota, and 
so far have been in the amount of $162.40. The operator is 
described as follows: About 35 years of age, about 5 feet 
8 inches, about 135 pounds; sandy hair; dresses very well, 
having all the appearance of a travelling salesman. 


R. J. DUVALL, alias H. M. Welsh, alias J. W. Shearer, 
alias Fred T. Johnson, alias George R. Wills, etc. An article 
relative to this man and a specimen of his handwriting ap- 
peared in the October 1922 Journal Supplement. According 
to latest reports this man is now using in his fraudulent trans- 
actions checks ostensibly issued by the Franklin Baker Com- 
pany, drawn on the Girard Trust Company, Philadelphia, Pa. 
Under the name of the firm on these checks as well as on 
other check forms used by this operator appear the words, 
“Sales Promotion Department.” Most of the checks re- 
ceived recently are made payable to H. M. Welsh. Duvall, 
alias Welsh, is described as being about 30 years of age, 5 
feet 7 inches, 150 pounds, slender build, dark complexion, 
light grey eyes, dark hair, smooth shaven. 


DWIGHT C. GIBBONS, alias C. C. Emmett. An article 
relative to this man and a facsimile of his handwriting ap- 
peared on page 43 of the December 1922 Journal Supple- 
ment. Since the publication of that article he has continued 
his operations with bogus checks purporting to have been 
issued by the Standard Oil Company of New York. He 
has in his possession stationery, option blanks and other kinds 
of literature for making options and leases on oil land. 
Gibbons is about 6 feet tall, weighs 175 pounds, fair com- 
plexion, dark eyes, bald on top of head; wore khaki trousers 
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with leather leggings, tan suit, greenish overcoat, black h 
and a large diamond ring on left hand.- 


G. F. HOBART, alias William Waltke, has caused loss: 
to depositors of member banks in Erie and Oil City, Pa., }| 
passing bogus checks made payable to his order. These chech 
are printed on green hammermill safety paper, bearing tt! 
name of William Waltke and Company, manufacturing chen 
ists, and are drawn on the Liberty Central Trust Compar| 
of St. Louis, Mo. They bear a bogus certification stamp wit! 
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the cashier’s signature forged. While to date it is not know 
that any member banks have suffered a loss through Hobart 
operations, for their protection, we reproduce herewith, 
facsimile of his signature. At this writing we are unable t} 
furnish a description of Hobart. | 


FE. P. MORGAN, alias E. R. Allen, alias J. R. Bancrof| 
Members are requested to be on the lookout for a cleve 
swindler who claims to represent J. R. Bancroft, wholesal| 
news dealer, 1722 Madison Avenue, New York. He use 
the above names as well as others and recently defraude) 
a member bank in Independence, Mo., by forging the nam/| 
of one of their customers to a check. He had previousl; 
contracted with the bank’s customer to furnish him certaii 
magazines, receiving a small check in payment. He used thi 
check as a model and forged another in a much larger amoun 
which he succeeded in cashing. (A specimen of his hand 


writing is reproduced herewith.) He is about 35 years old 
5 feet 8 inches, 140 pounds, dark hair, dark eyes, wear! 
glasses; is a neat dresser and convincing talker. Morgan) 
alias Allen, was last heard from in Ardmore, Okla. | 


F. O. RUFFNER contracted to install a rain gauge ted 
mercurial barometer in several Wyoming banks. He claimed 
to represent the U. S. Dou le Chambers Barometer Company, 
Cincinnati, Ohio. As far as can be ascertained, there is n¢ 
such company in existence. He collected a small amount as 
advance payment and has not been seen or heard from since. 
He is well posted on barometers and able to talk intelligently 
on barometers and similar instruments. He travelled in an 
Essex car with a woman posing as his wife. He is des- 
cribed as being about 5 feet 9 inches tall, 145 pounds, smooth 
shaven, rather large nose, sunken eyes; he wore leggings, 
tan sport suit and cap. 


.@ 
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FLORENCE W. REEVE 


MRS. FLORENCE W. REEVE, formerly of Brooklyn, 
N. Y., whose photograph is reproduced herewith, has de- 
frauded a member bank of Englewood, N. J., by means 
of forged checks and has victimized numerous persons with 
bogus and worthless checks. Mrs. Reeve is a widow. She 
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last operated in Glens Falls, N. Y., and is an inveterate horse 
racing gambler, making a confidante of taxi chauffeurs, bell 
boys and: others in the matter of securing bets on the races. 
Her mode of operation is to secure a position through news 
advertisements as a housekeeper in well-to-do families, thus 
securing an intimate knowledge of her employer’s affairs 
and using the knowledge thus gained for her own benefit. 
She is described as follows: 47 years of age, looks younger, 
5 feet 6 inches, 145 pounds, stocky build, olive complexion, blue 
eyes, dark hair, streaked with gray, marcel waved; dresses 
well; has a pleasing and attractive personality. 


FRANK B. SLIGER opened an account at a member 
bank in New Orleans, La., by depositing a check issued by 
the Royal Bank of Canada, Havana Branch, drawn on the 
Chase National Bank, New York, N. Y. This check was 
subsequently returned to the New Orleans bank for the 
reason that it bore a forged indorsement of the payee. After 
leaving New Orleans, Sliger negotiated the duplicate of the 
check described above at a member bank in Shreveport, La. 
According to later reports Sliger operated in New York, N. Y., 
and Boston, Mass., with worthless checks drawn on the Com- 
mercial National Bank, Shreveport, La. We are unable to 
supply a description at this time. 


H. A. WILLIAMS, alias A. M. Howard, alias E. M. 
Burton, recently opened an account with a member bank in 


Wichita, Kans., under the name of A. M. Howard by de- 


positing forged checks on another local member bank. The op- 


erator succeeded in drawing checks against his account, thus 
defrauding the bank before disclosure of the forgeries. Our 
detective agents’ Kansas City representatives have been no- 
tified and they are endeavoring to effect the apprehension of 
Williams. He is described as follows: 28 to 30 years of age, 
5 feet 8 inches, 150 pounds, smooth shaven, cheeks slightly 
sunken; well dressed. 


C. ANDERSON WRIGHT, alias Major C. Anderson 
Wright, has caused many banks to sustain losses through his 
check-kiting operations which date back to July 1920 when he 
defrauded a member bank in San Francisco, Calif. Since that 
time he has operated in Boston, Mass., New York, N. Y., 
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Chicago, Ill, Denver, Colo., St. Louis, Mo., and other cities. 
Should this man present himself in your bank and attempt 
to open an account, it is suggested that you detain him, 
notify your local authorities, advising them that a warrant 
for the arrest of C. Anderson Wright is held by the New 
York City Police Department. Wright is described as being 
about 28 years of age, 5 feet 7 inches, 145 pounds, medium 
build, dark hair; well dressed. 


ARRESTED 


KANSAS CITY MESSENGER HOLDUP 
MEN ARRESTED 


Our Detective Agents and Local Authorities Clear up 
$97,000 Crime. 


On December 12, 1922, at 1:30 p. m., five messengers from 
the Drovers National Bank, Kansas City, Mo., went across 
the street to the Branch Post Office in the Live Stock Ex- 
change Building to transfer $100,000 which had been de- 
livered for them at that place by the Federal Reserve Bank 
of Kansas City. The money was about equally divided 
among the messengers, who were accompanied by a special 
officer. As they started to leave the building on their return 
to the bank with the money, two men approached them from 
the rear disarming the special officer. At the same time 


two other bandits who were in the lobby demanded that the 


* 


messengers drop the money and throw up their hands. Mr. 
Thomas F. A. Henry, Credit Manager of the bank, instead 
of complying with the command, pushed his way into the 
office of a commission firm nearby and attempted to toss the 
money bag over into a private office. One of the bandits 
followed him in and fired point blank into Mr. Henry’s 
back, wounding him severely. He then picked up the satchel 
which Mr. Henry had dropped and with his companions 
backed out of the lobby, leaped into a large Marmon car 
which was waiting nearby with the engine running and a 
man at the wheel and all drove rapidly away. 

Our detective agents’ Kansas City representatives im- 
mediately took up the case and after following out various 
clues ascertained that the crime was committed by local 
characters assisted by men from St. Louis and Chicago. 

Two members of the gang, accompanied by their alleged 
wives, were traced to New Orleans, La. The check numbers 
of their baggage was secured, and all data immediately tele- 
graphed to our detective agents’ New Orleans representatives 
who co-operated with New Orleans city detectives, and ar- 
rested JAMES “CAVERTY, “alias* J. En) Murphy. vand 
CHARLES HARRIS, alias George Wilson, alias George 
Williams, alias Floyd. Forshay, these two men with their 
wives having been located at the St. Charles Hotel by our 
agents. Approximately $8,500 of the stolen money was re- 
covered and attachments were placed on a new automobile 
and some diamond rings which were in the possession of 
Caverty and Harris and their wives. The money recovered 
was still in the wrappers used by the Federal Reserve Bank 
of Kansas City. 

A man named FRED McCLURE, whom our agents had 
been investigating, was placed under arrest by the Kansas 
City Police Department on December 30. On the same day 
the Denver, Colo., Police Department arrested a man named 
MARTIN RYAN and a woman ostensibly his wife. $2,000 
was found on Ryan’s person and $8,000 in his trunk. The 
woman has given a statement to the Kansas City authorities 
which implicates Ryan in this holdup. 

Acting on information supplied to them by their Kansas 
City representatives, our agents’ St. Louis representatives 
located a man named WESLEY GIBBONS. It was learned 
that Gibbons was associating with one WILLIAM H. Mc- 
CRAY and information secured in Kansas City tended to im- 
plicate McCray also in the holdup. Gibbons and McCray were 
placed under arrest on January 21, 1923. All of the above 
named individuals have been returned to Kansas City and iden- 
tified. At the present time there is believed to be only one of 
the holdup men at large. His identity is known and our de- 
tective agents are endeavoring to locate him. 


ELMER COLE, alias Carl Johnson, alias George Wil- 
liams, alias Edwin Seaman, caused a member bank of New- 
port, Wash., to sustain a loss on a forged check. Our de- 
tective agents’ Portland representatives were successful in 
locating Cole in Portland on January 6, 1922, and effected 
his arrest. He confessed to the Newport operation and also 
admitted attempting to defraud a member bank in Portland 
on a worthless draft. 


F. J. COLLADAY. During the latter part of December 
this man deposited in a member bank in Cleveland, Ohio, a 
certified check in the amount of $26,148. 58, drawn on a De- 
troit Mich. member bank. He attempted to make a small 
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withdrawal at the time of the deposit which was refused. 
During the following week he again called at the bank and 
as the check deposited had apparently been paid by the De- 

troit bank he was allowed to draw $100 in cash. A few days © 
later Colladay again appeared at the bank and asked to with-— 
draw $24,000. This aroused the bank’s suspicion and Colla- 
day was requested to return the following day for his money. — 
The Cleveland bank then communicated with the Detroit 
bank and it was ascertained that the check in question had 
been raised from $48.58 to $26,148.58. When Colladay ap- a 
peared at the bank on January 2, 1923, he was detained and ~ 

the local police notified, with the result that Colladay is ‘now © . 
awaiting trial in Cleveland on a forgery charge. 


¥ 


LOUIS W. DITTRICH victimized a member bank of St. © 
Louis, Mo., on a series of forged checks. 
by the local police department with which our detective 
agents’ St. Louis representatives co-operated on November 6, z 
1922. He later pleaded guilty and the disposition of his case | 
is given elsewhere in this issue. | 


He was arrested | 


JOHN PHILLIPS FOLEY, and CHARLES JORDAN, | 
held up a member bank in San Acacio, Colo., on November | 
29, 1922. Both were arrested by the local authorities a short 
time afterwards. Practically all of the money secured during | 
the holdup was recovered. Foley and Jordan have been con- — 
victed and the disposition of their cases is given elsewhere 
in this issue. 4 

v4 

LEE J. FREEMAN, alias Joseph E, DeVoe, defrauded — 
a member bank of Minneapolis, Minn., during December, — 
1920. During April, 1922, he victimized a hotel in New Or- 
leans, La., on a worthless check bearing a forged indorsement. — 
On December 14, 1922, he attempted to secure cash at a 
member bank in Kansas City, Mo., on a worthless check to. 
which he had for the indorsement Gf a responsible local citi- | 
zen. He was apprehended shortly after by the Kansas City 
Police Department and held awaiting trial. 


| 


ELMER GUILDS. A member bank of Elkland, Pa., was 
defrauded out of a large sum by paying out on forged checks 
early in December. The criminal in this case, Elmer Guilds, 
created confidence in the bank by some minor dealings prior 
to committing the crime. Our detective agents’ Buffalo repre- 
sentatives were notified and effected Guilds’ arrest on De- — 
cember 16, 1922, at Sodus Point, N. Y., from where he was f 
returned to Elkland, Pa. He pleaded guilty to the charge 
against him and\ the sentence he received is given elsewhere 7 
in this issue. 


ED. KRUGER victimized a member bank of Ely, Minn, — 
through representing himself as a depositor of a St. Paul, 
Minn., bank and presenting that man’s pass book for col- 
lection. He secured two small advances from the Ely bank : 
before it was ascertained that the pass book in question had 
been stolen, the name of the depositor forged, and that 
Kruger was an imposter. Kruger has confessed and is await- 
ing trial on the bank’s charge. 


JACQUES LECTOR, negro, who defrauded a San Fran- 
cisco, Calif.. member bank of a small sum by uttering a 
forged check on December 5, 1922, was arrested by the San 
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Francisco authorities on information furnished by our de- 
tective agents’ San Francisco representatives. Lector ad- 
‘mitted his guilt and a second charge of forgery was 
lodged against him. It was found that he had defrauded 
others by the use of forged checks and he is now awaiting 
trial. The California Bankers Association prorated the ex- 
penses of this investigation with this Association. 


RAY MILLER, alias Cecil Weaver, alias H. Anderson, 
“was formerly employed by a firm in Los Angeles, Calif., 
and had printed several checks similar to the form used by 
‘that firm. To these he forged the signatures and a member 
bank sustained a loss on two of the checks before it was dis- 

_ covered that they were forgeries. Some checks cashed by 
merchants, hotels, etc., were returned protested. During the 
latter part of December, Miller decided to change the form 
of his checks and ordered some printed showing the name 
of the firm as the H. H. Martin Welding Company. There 
is no such firm in existence and our detective agents’ Los 
Angeles representatives ascertained where these checks were 

_ being printed. When the operator called for same on Decem- 

ber 30, 1922, he was questioned. by one of our agents’ repre- 

_ sentatives and other interested parties whereupon he confessed 
to having forged the checks in question and admitted ordering 
checks printed in the mame of the H. H. Martin Welding 
Company, although he knew of no such firm being in exist- 

ence. He was then placed under arrest and is at present 

awaiting trial. It developed that Miller was arrested early 
in 1920 and served a term in the Ione Reform School on a 
charge preferred by another Los Angeles bank. 


WILLIAM A. MILLER, ERNEST MAXWELL, and 
A. A. MAXWELL. During the month of January 1923 
one member bank of Portland, Ore., was victimized and an 
attempt was made to defraud another member bank there by 
Means of worthless checks. Our detective agents’ Portland 
representatives made an investigation which resulted in their 
effecting the arrest of William A. Miller on this charge. 
Miller confessed to the operations in question and implicated 
Ernest Maxwell, his son-in-law. Our agents’ representatives 
then located and caused the arrest of this man. ‘These two 
men were then questioned together and implicated A. A. Max- 
well, who was also placed under arrest. All three are at 
' present awaiting trial in Portland. : 


__ J. D. PARSON defrauded a member bank at Macon, Ga,. 
by means of a forged check. Our detective agents’ Atlanta 
| representatives immediately made an investigation and Parson 
Was traced to southern Florida. Our agents’ Miami repre- 
sentatives investigated in Tampa and found that Parson had 
returned to Jacksonville. He was located in Jacksonville by 
one of our agents’ Miami representatives, placed under ar- 


‘Test, and held awaiting the arrival of an officer from Macon, 
Ga. 


} 


E. M. PORTEOUS, alias F. A. Reynolds, alias H. L. 
Woods, defrauded two member banks of Chico, Calif., during 
‘October and early November by the use of forged checks. 
Our detective agents’ San Francisco representatives were no- 
tified and his arrest effected as a result of their investigation 
on November 10, 1922. Positive identification was made of 
Porteous by officials of the defrauded member banks and by 
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the police as a man who figured in a purported holdup last 
August. Bail was fixed at $1,000, under which Porteous is 
now held awaiting trial. The California Bankers Association 
prorated with this Association, the expenses of the investiga- 
tion. 


JAMES J. O'CONNOR was arrested by the Salt Lake 
City Police Department co-operating with our detective agents’ 
representatives on December 20, 1922. He was held on a 
charge of having swindled a Salt Lake City member bank 
but has since been released due to the non-appearance of a 
witness from St. Louis, Mo. 


RALPH B. RULE. Articles relative to this man were 
published in the February and May, 1921, JournaL SuppLE- 
MENTS. During November 1922 he resumed operations with 
bogus checks and defrauded a member bank in Kinston, N. C. 
During the latter part of November, Rule was arrested by 
the local authorities at Union, Mo., on a local charge. He 
has since been convicted, the disposition of his case being 
given elsewhere in this issue. 


JAMES STEWART, CLYDE HIGGS, and ROBERT 
EVANS. The first two above named men were arrested 
by local authorities some time ago in connection with the 
holdup of a messenger of a Springfield, Mo., member bank, 
which took place on May 22, 1922. Stewart was convicted 
a few months ago and sentenced to serve twenty-five years 
in the State Penitentiary. He made a partial confession and 
our detective agents identified Robert Evans as having also 
been implicated in this crime. Evans was arrested on Decem- 
ber 31, 1922, by the local authorities in Kansas City, Mo. 
He has been returned to Springfield and is now awaiting 
trial. There are believed to be two other men implicated in 
this holdup and our detective agents are endeavoring to lo- 
cate them. 


J. D. WALKER, alias J. D. Walters, alias Kincaid, who 
defrauded a member bank in Fort Worth, Texas, by means 
of a mortgage swindle, was arrested in Cedar Rapids, Iowa, 
on December 30, 1922, after being traced there by our de- 
tective agents’ Dallas and Des Moines representatives. A full 
confession was obtained from Walker regarding the mortgage 
swindle as well as to his embezzlement of a large sum of 
money from an oil company in Fort Worth, Texas. His 
arrest also caused the uncovering of an illicit whiskey ring. 
Walker has been returned to Fort Worth and convicted, the 
disposition of his case being given elsewhere in this issue. 


C. C. WARD, alias Pat Ward. During the forenoon of 
December 15, 1922, a member bank at Caddo, Okla.) was en- 
tered by three men, who with drawn revolvers, held up and 
robbed the bank of a considerable amount in cash and bonds. 
The robbers escaped in a Buick car which they left standing 
at the rear of the bank in charge of another member of the 
gang. Our detective agents’ Kansas City representatives 
immediately took up: the case, and on December 16, the local 
authorities arrested’ Ward at a farm in that vicinity. He 
still had the car in his possession. Both the car and Ward 
were positively identified. Ward was also identified by our 
detective agents as having been implicated in other bank 
robberies in Oklahoma and is at the present time awaiting 
trial. 
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The following arrests were counted in the statistics in 
the January Journat, SupPLEMENT, but due to lack of space 
were not published and are therefore being printed in this 
Supplement : 


DAN H. BIBB, JR. 


DANDRIDGE H. BIBB, alias D. A. Brooks, alias Dan 
Barton, alias Charles S. Wheeler. During March, 1921, this 
man defrauded a Chicago, Ill, member bank by means of 
bogus checks. Our agents made a thorough investigation at 
that time but were unable to locate him. He later operated 
in San Francisco and Los Angeles, Calif., with worthless 
checks, defrauding hotels. He also operated in Cleveland, 
Ohio, where he defrauded a member bank as well as a 
hotel. On December 14, 1922, a member bank in New York 
City reported to our local detective agents that they had 
“been defrauded by one D. A. Brooks due to having cashed 
a check for him drawn on the Lumbermans National Bank 
of Houston, Texas, the check having been cashed the day 
previous. On the morning of the fourteenth Brooks called at 
the bank and was detained until one of our agents’ representa- 
tives could reach the bank. Our agents identified Brooks 
as being Dandridge H. Bibb and effected his arrest with the 
co-operation of the New York City Police Department. ‘This 
man has been returned to Chicago for trial. 


JAMES ELWELL, alias Thomas H. Breslin, alias Joe 
Sullivan, etc., caused a member bank of Lexington, Mass., 
to sustain a loss on forged checks. He was located by our 
detective agents’ Boston representatives at New Bedford, 
Mass., and his arrest effected on December 14, 1922. He 
was held awaiting the arrival of an officer to return him to 
Lexington. 


GEORGE L. FINNELL, alias G. L. Hunt, alias G. L. 
Huntington, etc., defrauded member banks in San Francisco, 
Calif., and Reno, Nev., on forged checks, Our detective 
agents’ San Francisco, Kansas City, Oklahoma City, Denver 
and Los Angeles representatives endeavored to locate this 
man and on November 21, 1922, their Los Angeles representa- 
tives were successful in effecting his arrest. He has been 
returned to San Francisco for trial. 


I. FRIEDLANDER. On November 2, 1922, our detec- 
tive agents’ local representatives were requested by a New 
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York City member bank to locate an individual who had 

defrauded them on a forged check in the amount of $250. . 
Our agents conducted an investigation and suspected I. — 
Friedlander of being the operator. Later developments — 
proved that another New York bank had been defrauded in 7 
an identical manner and Friedlander was also suspected of 

this crime. On November 23, Friedlander was subpoenaed 

to appear before the Bronx County District Attorney and as 

a result of his questioning the District Attorney ordered his — 
arrest. At the present time he is being held under $1500 bail { 
on the charge of one of the banks referred to above and it 
has been ascertained that he is also under a bond of $1,000 — 
on a charge in New York County for having attempted to 
cash a forged check at another member bank. f 


HARRY W. GUIRL 
c 
HARRY W. GUIRL. Our record of this man’s opera-_ 


tions with bogus checks dates back to the year 1913. He has 
served sentences in the Indiana and Wisconsin State Pen- 
itentaries. During 1920 he defrauded a member bank in 
Cincinnati, Ohio, by means of worthless checks, using the 
name of H. W. Brumley. In his bogus check operations - 
Guirl also used the name of H. A. Warrington and on De- 
cember 12, 1922, when our detective agents’ New York repre- 
sentatives were advised that the New York Police Depart- — 
ment had arrested one H. A. Warrington on a charge of 
passing a bogus check in New York City, they investigated 
and identified H. A. Warrington as being none other than ] 
Harry W. Guirl. Guirl also operated in Boston, Mass., with — 
bogus checks and detainer warrants have been lodged with 
the New York Police Department by the Boston authorities. 
as well as the Cincinnati authorities. 
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“Cheap” Money is Very Costly 


Prices Paid for Soft Money Debauches Includes Many Items. 


By E. E. AGGER, Ph. D. 


Columbia University 


Taxes and 


Commodity Prices Go Up. Thrift and Production Go Down. Unemployed 


Ensues. 


War Appropriations. 


kW Senerations of adults, 
N like new generations of chil- 
dren, seem to have to learn 
over and over again, that, when 
playing with fire, one runs an immi- 
_hent risk of being burned. Indulg- 
ing currency heresies constitutes 
such an adult playing-with-fire. A 
glance over our own historical ex- 
perience would demonstrate this to 
the most ardent “easy money’’ ad- 
| but such advocates are usu- 
ally those to whom history is “bunk” 
-and to whom scientific knowledge 
concerning money is an empty affec- 
tation. 
_ Unfortunately, however, those 
who are willing to kindle the kind 
of conflagration involved in “soft- 
money” experimentation are not the 
only ones hurt. Indeed they may 
extort an advantage for themselves 
while the fire spreads. But the re- 
cord is all too clear concerning the 
_mass of people. Heavy losses, in- 
justice, disorganized production and 
eos other evils are the in- 
evitable concomitants of unsound 
| money indulgences. 
The price paid for such de- 
_bauches covers a wide series of 


Plausible But Dangerous 


“Our productive system is 
controlled through prices, and 
the upset of prices, caused by 
a depreciating currency, inter- 
feres with the proper harmon- 
izing of the different lines of 
production. Price changes are 
not instantaneously or _  uni- 
formly effected throughout the 
whole system. The result of an 
inflationary movement is there- 
fore a stimulation of specula- 
tion and over investment in 
some lines, with inadequate de- 
velopment in other lines. The 
period of speculation seems a 
period of prosperity, but how 
false and unsound is_ such 
prosperity, is disclosed in the 
stress and agony of the inevit- 
able period of liquidation 
which, Nemesis-like, follows on 
the heels of the boom. More- 
over, aS we look back over our 
historical experience we find 
that in periods of unsound cur- 
rency inflation, depreciation 
and speculation tended to stim- 
ulate wasteful and extravagant 
expenditure with a _ resulting 
encroachment on Capital, to say 
nothing of the effect on popular 
character.”’ 
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Losses Caused by Unsound Money Schemes Greater than World 
Some Notorious Results of Paper Money Pollution. 


charges. There are costs directly 
borne by the government besides 
those which are inflicted upon the 
people. There are untold and in- 
calculable costs which arise indirect- 
ly from curtailed production, specu- 
lative excesses, luxurious personal 
expenditures andundermining 
thrift. If all the losses and costs 
borne by the government and by the 
people of the United States in con- 
nection with soft money experi- 
ments, from colonial times down, 
could be accurately calculated and 
footed up, the sum would doubtless 
outrival our staggering World-War 
appropriations. 


Costs on the Government 


Unsound money projects put into 
practice impose heavy costs on the 
government itself in a number of 
ways. The first effect of cheap 
money is to raise prices. Futile ef- 
forts are usually made to prevent 
price advances, but in the end they 
have to be accepted. The govern- 
ment is one of the biggest buy ers of 
goods of various kinds. for final con- 
sumption purposes. This is particu- 
larly true in time of war when re- 
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sort to cheap money or credit is 
most readily acceded to. Mounting 
prices of goods therefore mean that 
to meet its needs, the government 
must raise and appropriate always 
larger sums. 

In the same way the effective ad- 
ministration of the tax and revenue 
system is interfered with. Almost 
all taxation involves somewhere a 
process of valuation, and, if this be 
carried on in terms of a fluctuating 
currency, friction and loss in return 
is inevitable. 


Weakens Credit 


Again, dallying with unsound 
money weakens the government's 
credit. Prospective bond buyers be- 
come hesitant when currency depre- 
ciation is threatened not only be- 
cause of advancing general prices 
but also because, despite initial 
soundness, there is danger of agi- 
tation directed toward the payment 
of government obligations in cur- 
rency, or in the cheaper money, 
rather than in specie. Any such 
weakening of government credit 
means lower prices received for 
bonds, consequently, greater bur- 
dens on the Treasury. 


“The Morning After” 


Then there is usually the “cold 
gray dawn of the morning after.” 
Assuming that, in the end, sound 
principles triumph, the indulgences 
of the unsound currency days leave 
further costs to be met. If paper 
money has been issued it must be re- 
deemed. If a government be un- 
willing to stoop to repudiation then 
it must raise much more in taxes 
to pay for the paper money than it 
received at the time of issue. And 
even though it be willing to face the 
ignominy of partial repudiation the 
chances are that it will still pay a 
heavy usury for what it actually re- 
ceived. Similarly, it has to provide 
interest and sinking funds for its 
bonds. The sums raised for this pur- 
pose will of necessity be much larg- 
er on a sound-money basis than 
the metallic equivalent of the sums 
received by the government when it 
issued the bonds in the days of its 
flirtation with unsound money. Ac- 
tually, therefore, the government 
“gets it both coming and going.” 
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In Massachusetts 


Examples illustrating these points 
can be drawn from our history from 
colonial days down to the Sherman 
Silver Purchase Act of 1890. In 
colonial days and during the revo- 
lutionary period the chief reliance 
of the government was _ paper 
money. Depreciation was, however, 


instant and progressive. In 1740 ac- 


cording to competent authorities 
sterling exchange in Massachusetts 
was quoted at 550. At the rate of 
six New England shillings to the 
Spanish dollar 133 1/9. shillings 
“lawful”? money equalled 100 shil- 
lings sterling. Sterling at 550 
therefore meant a depreciation 
about three-fourths. In 1750 ster- 
ling was quoted at 1100, which im- 
plied a nine-tenths depreciation of 
the paper money. Similarly in 
Rhode Island the earlier bills were 
worth but little more than 4 per 
cent. of their face value, while in 
the Carolinas, fully nine-tenths of 
the face value of the bills was taken 
away by depreciation. 


It Is A Tax 


Succeeding colonial assemblies 
were averse to liquidating the issues 
of their predecessors, and would, in- 
stead, issue additional bills of their 
own. ‘Thus Douglas a contempor- 
ary writes “By this unnatural con- 
trivance they oblige posterity to sup- 
ply the extravagances of their 
parents and ancestors instead of the 
common and natural instinct of 
parents providing for their chil- 
dren” Douglas understood that the 
issue of paper money constituted a 
tax, for he wrote: “The unthinking 
part of our people do not consider 
that every emission of paper credit 
called money is laying a heavy tax 
upon us which in time will contri- 
bute to our misery.” 


Continental Currency 


The experience with the Con- 
tinental Currency has, of course, be- 
come notorius. By the end of 1779 
Congress had issued $241,500,000 
of the bills of credit, while state 
issues swelled the total another 
$200,000,000. Bullock tells us that 
at the opening of 1781 a paper dol- 
lar was not worth two cents in spe- 
cie, and thereafter it became prac- 
tically worthless. But despite the 
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flood of paper money the Continen’ 
tal army was wretchedly equippec| 
and public credit was practically de’ 
stroyed. Most of the paper issue; 
were practically repudiated. Hamil: 
ton provided for refunding at thy 
rate of 100 to 1 but only about sp 
millions were actually presented. Or 
the other hand, all the state bond: 
issued in connection with the Rey. 
olution were taken over and fundec 
with the national issues on a speci 
basis. The government had thus tc 
pay back much more than it had re 
ceived. 


$5,000,000 Loss 


In the period intervening betweer. 
the Revolutionary War and the 
Civil War the government losi| 
heavily on account of unsounc 
bank-note currency. From 1814 tc 
1817 the direct loss to the govern-| 
ment from worthless bank notes re- 
ceived is given as over five million 
dollars—a large sum for those days 
Dewey says that the “monetary de-| 
rangement was so acute that the| 
Treasury Department was obliged te 
keep four accounts with its deposi- 
tories in four standards of value; 
cash or local curréncy, treasury, 
notes bearing interest; treasury 
notes not bearing interest; and spe-| 
cial deposits.” This injured United! 
States securities and one of the rea-' 
sons that Dallas gave for the es-| 
tablishment of the second United) 
States bank was that the rehabilia-| 
tion of the currency would cause a) 
rise in the securities of the govern-| 
ment and increased confidence in the 


treasury notes. 


Threatened To Lynch | 


The crisis of 1837 was one of 
great severity and cost the govern- 
ment heavily. There were thou-| 
sands of different bank issues in cit- 
culation for which no proper specie. 
reserves were maintained or liquid 
assets provided. Indeed as late as. 
1855-1860 in Ohio, Indiana and 
Missouri certain persons who pre-’ 
sented notes for redemption were| 
threatened with lynching or with a) 
coat of tar and feathers. Land 
formed the chief security behind the | 
notes. 

The rapid expansion of the 
period is shown in the following 
table . | 
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Bank Expansion 1837 


Capital Circulation Loans 
Year Number of Banks (000 omitted) (000 omitted) (000 omitted) 
1829 329 110,2 48,2 j : 
1834 506 200,0 94,8 324,1 
1835 704 2512 103,7 365,2 
1836 713 251,9 140,3 457,5 
1837 718 290,8 149,2 Ga 
As the second United States method of financing. The effect of 
bank shut its doors in 1836 the depreciation was an upward move- 


government had to rely entirely on 
the state institutions. Government 
deposits encouraged expansion. The 
government had been liberal in its 
land-sale policy and had accepted 
state-bank notes in payment for 
land. But in July 1836 the govern- 
ment demanded specie. This coupled 
with heavy transfers growing out 
of the distribution of the surplus 
revenue brought on panic and sus- 
pension in 1837. The government 
having deposits in many banks was 
a heavy loser. The Treasury sacri- 
ficed possible interest on deposits 
and considered itself fortunate to 
get bonds from defaulting institu- 
tions to refund the government de- 
posits in installments. On January 
1, 1840, $896,000 was still due the 
government by the banks. 

The state governments were also 
in many cases seriously involved. 
Some of the state governments had 
established banking institutions of 
their own and the failure of these 
institutions dragged state credit it- 
self into the mire. Mississippi, in 
1838, invested five millions in a 
banking institution which failed, and 
the bonds sold to raise the capital 
were repudiated. Florida sold ter- 
ritorial bonds for investment in a 
bank and these also were repudiated 
for technical reasons. In some Nor- 
thern states, Pennsylvania, Mary- 
land, Michigan, Indiana and TIIli- 
nois the strains were great, and 
state honor was for a time seriously 
threatened. As many foreigners had 
bought American securities open re- 
pudiation or temporary default by 
state government coupled with wide- 
spread insolvency in private busi- 
ness dealt American credit general- 
ly a terrific blow. 


Greenbacks 
The issue of greenbacks by the 


Federal Government during the 
Civil War also proved a costly 


ment of general prices. According 
to Wesley C. Mitchell prices 
reached their maximum in January 
1865 when 59 out of 90 commodi- 
ties—almost t w o-t hirds—were 
quoted at double or more than 
double the prices of five years be- 
fore. This greatly enhanced the cost 
of conducting the war for the govy- 
ernment. 

At the same time the govern- 
ment’s credit was seriously im- 
paired. The government had to sell 
its bonds for what they could com- 
mand in the open market, and, as 
calculated by Bullock, it was obliged 
to create a nominal debt of $2,256,- 
000,000 for which it received not 
more than $1,695,000,000 in gold. 
Dewey states that “the total effect 
of paper issues in increasing the 
cost of the war has been estimated 
between $528,000,000 and $600,- 
000,000; even this amount is small 
when compared with the burdens 
which inflated prices placed upon 
the people in the ordinary relations 
of trade and industry.” 


Cash Payments Suspended 


The crisis of 1873 was to a 
considerable extent a culuma- 
tion of an inflation that had 
its roots in paper money. This 
crisis was severe and costly. 
Foreign exchange went beg- 
ging and the domestic exchange 
machinery practically collapsed. 
The grain and produce markets 
were practicularly hard hit. The 
movement of grain and provi- 
sions almost stopped, the rail- 
roads refusing shipments from 
the primary markets. Wheat 
fell from $1.13 on September 19 
to 90 cents on September 24. 
Cash payments were quite gen- 
erally suspended, and _  thou- 
sands of men were laid off be- 
cause money for pay-rolls could 
not be obtained. The _ losses 
heaped up in this way ran well 
into hundreds of millions. 
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Silver Purchases 


The silver purchases under the 
Bland Allison Act of 1878 and the 
Sherman Silver Purchase Act of 
1890 also brought losses to the govy- 
ernment. The immediate purchases 
involved no net expense because the 
silver was coined into legal-tender 
money at a face value in excess of 
the bullion value; but in the effort 
to keep the growing flood of money 
on a gold basis the government had 
to sacrifice its gold reserve, and then 
had to issue bonds to replete this 
reserve. The shrinkage in the gold 
reserve is shown in the follwing 
table : 


Net 
Date Gold Reserve 
ee LOO Ln ee $190,232,405 
Slade ae 0) Late 8 ae 117,667,723 
ee ET LOO ie. 114,342,267 
eee SEL OOS aca 95,485,413 
ed Se SO4e ee 64,873,025 


Although the people had come to 
regard one hundred millions as the 
minimum consistent with safety the 
reserve dwindled steadily below that 
level. Then came the panic. The 
government lost directly the sums 
in interest it had to pay on the bonds. 
sold to preserve the gold reserve. 
It lost heavily also in the falling off 
of revenue. The people lost much 
more heavily still in the distrubance 
of their economic life. 


Popular Costs of Cheap Money 


Much more serious than the costs 
of unsound currency to the govern- 
ment are the heavy direct and indi- 
rect costs which are imposed upon 
the people at large. 

First may be mentioned the effect 
of depreciation and of advancing 
prices on the whole scheme of prod- 
duction. Our productive system is 
controlled through prices and the 
upset of prices, caused by a depre- 
ciating currency, interferes with the 
proper harmonizing of the differ- 
ent lines of production. Price 
changes are not instantaneously or 
uniformly effected throughout the 
whole system. The result of an in- 
flationary movement is therefore a 
stimulation of speculation and over- 
investment in some lines, with in- 
adequate development in other lines. 
The period of speculation seems a, 
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period of prosperity, but how false 
and unsound is such prosperity 1s 
disclosed in the stress and agony of 
the inevitable period of liquidation 
which, Nemesis-like, follows on the 
heels of the boom. Moreover, as 
we look back over our historical 
experience we find that in periods 
of unsound currency inflation, de- 
preciation and speculation tended 
to stimulate wasteful and extrava- 
gant expenditure with a resulting 
encroachment on capital, to say 
nothing of the effect on popular 
character. 

Secondly may be mentioned 
the distressing effects of an un- 
sound money on the distribution 
of wealth among classes and in- 
dividuals. Cheapening money 
through inflationary expedients is 
a gigantic fraud upon the cred- 
itor classes as against debtors. 
Depending on the degree of in- 
flation, and on the decline in the 
purchasing power of money, the 
creditor is despoiled for the cor- 
responding benefit of debtors. 
Annuitants and holders of lease- 
holds, all those dependent on fixed 
incomes, or receiving specified 
sums in terms of money, are pen- 
alized when the purchasing 
power of money is depressed. In 
like manner the stockholder pro- 
fits at the expense of the bond- 
holder—a fact which implies a 
reward to the more speculatively 
inclined at the expense of the 
conservative. 


Indirect Costs 


Lastly reference may be made 
to the heavy indirect costs which 
a depreciated currency tend to 
bring with it. Advancing prices 
cause discontent and give rise to 
agitation and unrest among those 
whose incomes cannot promptly 
be adjusted to meet higher living 
costs. Strikes are fomented and 
production is curtailed. Every- 
body shares in these burdens. Lack 
of stability in money also under- 
mines and weakens habits of thrift. 
Fear of loss through depreciation 
of money is a direct incentive to 
spend rather than to save, and what 
this may mean, if allowed to develop 
far, is illustrated by our own exper- 
iences in the past, and by what we 
hear from Germany at present. A 
corrosion of the moral integrity of 
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the people is inevitable. Dis- 
honesty is stimulated, and a de- 
sire to gain by speculation rather 


_than to earn a livelihood by pro- 


ductive and useful labor causes 
a marked deterioration in popu- 
lar habits and character. In many 
ways these indirect costs of easy- 
money experimentation are more 
terrible than are the direct losses. 


Colonial Examples 


Surveying again our monetary 


history for illustrations of the 
above generalizations, we may 
note that in® colonial days the 


spohation of creditors was scan- 
dalous. According to Bullock in 
1741 Governor Shirley stated in 
his message to the Massachusetts 
legislature that, “a creditor who 
has the misfortune of having an 
outstanding debt of the value of 
1000 pounds sterling, contracted 
anno 1730, can now receive no 
more in our courts of judicature 

.. than the value of about 650 
pounds sterling.” Between 1741 
and 1749 exchange rose from 550 
to 1100, and according to Douglas 
“Every honest man not in debt 
lost about one-half of his per- 
sonal estate.” Harvard College 
is said to have lost 10,000 pounds 
in this way and the Scotch Char- 
itable Society of Boston lost 
some 66 per cent on the repay- 
ment of some of its investments. 
“Under such conditions of de- 
moralization” observes Bullock “‘it 
is not strange that the legislature 
of Massachusetts complained of 
universal infectious corruption.’ ” 
Hutchinson is also quoted to the 
effect that “the -“merals, of ihe 
people depreciate with the cur- 
rency.” 

There is an abundance of evi- 
dence that depreciation was ac- 
tively favored by dishonest in- 
dividuals and groups. Thus we 
are informed that when the Con- 
necticut bills were made legal 
tender only at their current value 
in specie, the debtor party se- 
cured the ‘repeal of ‘the law im 
three years. Douglas a contem- 
porary ‘observer wrote: “The 
Parties in Massachusetts Bay at 
present ares note tie Lovalaana 
Jacobite, the Governor, “and 
Country, Whig and Tory, or any 
religious sectory denominations, 
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but the Debtors and the Credi-— 


tors. ‘I'he debtor side has had the 


ascendant ever since anno 1741 | 


to the almost utter ruin of the 
country.” And Tom Paine, who 
could hardly be called a friend of 
wealth, wrote: 

“There are a set of men who 
go about making purchases upon 
credit, and buying estates they 
have not wherewithal to pay for; 
and having done this, their next 
step is to fill newspapers with 
paragraphs of the 
money and the necessity of a pa- 


per emission; then to have a legal } 
tender under pretense of support- 
ing its credit, and when out, tag 


depreciate it as fast as they can, 
get a deal of it for a little price 
and cheat their creditors; and this 
is the concise history of papel 
money schemes.” 


Bullock quotes Douglas 


ure of wages to move up with 
prices. In 1712 when 
(which was then the chief metal- 
lic money) was at 8 shillings per 


ounce, wages were 5 shillings per 


day; while in 1739, when depre- 


ciation had driven silver up to 29 


shilling per ounce, wages wel 
only 12 shillings per day. 


Continental Notes 


History repeated 
the continental issues. 
ary 1779 currency to specie was 
to 1,.and by the following No- 


vember the ratio was 38% to 1. | 


The several states enacted that a 
refusal to accept the bills consti- 

tuted an extinguishment of the 
debt. Congress also resolved: 


“That if any person shall hereaf- | 


ter be so lost to all virtue and re- 
gard for his country as to 
(to accept the money) ... such 
person shall be deemed an enemy 
of his country.” ; 


Creditors were again oui 


e 


ously despoiled. 
Witherspoon: 


years we constantly saw and 


were informed of creditors rum 
ning away from their debtors, | 


and the debtors pursuing them in 
triumph and paying them withou 
mercy.” Bullock says that Wil 
liam Livingston was worth 851 
pounds prior to the paper money 


scarcity of 


to | 
show how hard depreciation was _ 
upon laborers because of the fail- 


silver’ 


itself under | 
By Jang | 


Bullock quotes | 
“For two or three | 


} 


| 


' 
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era. He lost a large part of this 
through payment to him in 
worthless paper of debts. Rich- 
ard Henry Lee found that he was 
‘receiving as rent for 4000 acres 
of good land a sum of money that 
would not purchase four barrels 
of corn. There is much testimony 
like the following: 


Widows and Orphans Defrauded 


“Old debts were paid when the 


paper money was more than 
_ seventy for one. Brothers de- 
_frauded brothers, children par- 
ents, and parents children. Wi- 


dows, orphans and others were 
paid for money lent in specie, 
with depreciated paper, which 
they were compelled to receive. 

Pelatiah Webster, a contem- 
porary of the Revolution, quoted 
by Dewey, writes: “Paper money 
polluted the equity of our laws, 
turned them into engines of op- 
pression, corrupted the justice of 
our public administration, des- 
_troyed the fortunes of thousands 
who had confidence in it, ener- 
vated the trade, husbandry and 
manufacturers of our country, 
and went far to destroy the mor- 
ality of our people.” 

George Washington’s conclu- 
sion is shown in the following: 

“Tf I were to be called upon to 
draw a picture of the times and 
of men, from what I have seen, 
heard, and in part know, I should 
in one word say, that idleness, 
dissipation and_ extravagance 
Beem to have laid fast hold of 
most of them; that speculation, 
{peculation and an_ insatiable 
thirst for riches seem to have got 
‘the better of every other con- 
‘sideration, and almost every or- 
der of men.” 


| 
| | 
. Unsound Bank Currency 


Again during the days of un- 
sound bank currency the same 
evils and difficulties arose. Bul- 
lock tells us that “bank notes 
were often at a discount of fifty 
Or sixty per cent and the issues 
became so large as repeatedly to 
cause inflation. ‘Then a period of 
liquidation would ensue and 
‘prices would fall to extremely 
low levels.” Bullock also adds 
that “the common view seemed to 
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be that a bank was a mysterious 
and magical means of creating 
wealth out of nothing, and it was 
supposed that, since a banker se- 
cures interest on his notes, the 
banking business offered a uni- 
que and beautiful opportunity to 
secure! interest onPone ee cepts. — 
Gouge tells of one bank which 
broke down in 1809 and which 
was found to have $580,000 of 
notes in circulation, and $86.46 in 
its specie reserves. 

While the bank issues could 
not be made legal tender, other 
means equally effective were re- 
lied upon to enforce acceptance. 
Thus Sumner tells about one 


State: “Under the replevin law 


the judges instructed the jury to 
find “scaling verdicts” rating the 
judgment sum in specie -accord- 
ing to the depreciation at the time 
of the contract. ‘This sum could 
be collected after two years, un- 
less the creditor indorsed the exe- 
cution” lithe did@ethate nes ob- 
tained payment in three months 
in paper worth about fifty cents 
on the dollar—that is, he obtained 
about one-fourth of his original 
claim.” 


Real Estate Shrinkage 
The panic in 1837 and the sub- 


sequent crisis and demoralization 
is largely attributable to the un- 
sound currency and credit proce- 
dure of the period. A committee 
sent from New York to try to 
persuade President Van Buren to 
rescind the specie circular, which 
had required land payments to be 
made in specie, laid before the 
President some of the consequen- 
ces of the crisis. Real estate in 
New York had in six months de- 
preciated more than $40,000,000. 
In two months there had been 
more than 250 failures. Stocks 
of railroads and canals which cen- 
tered in New York had declined 
$20,000,000. Value of merchan- 
dise in ware-houses had fallen 30 
per cent. Within a few weeks 20,- 
Q00 persons had been discharged 
by their employers. The develop- 
ments in New York illustrated 
what was going on in the country 
as a whole. : 


Greenbacks 


The depreciation of the green- 
backs shortly after their issue in 


1862 pushed prices upward. Com- 
modity prices reached a peak of 
248 (prices 1860-100) in July 
1865. Mitchell shows that the 
prices of farm products rose less 
promptly under the stimulus of 
the green back issues than did the 
prices of other commodities. 
With respect to wages Mitchell 
says that “the table shows an al- 
most universal rise of wages dur- 
ing the war—though a rise far 


from equal to the advance of 
wholesale or retail prices.” By 
July 1865 Mitchell shows ~ that 
wages in all industries had 
peacned eran averages iofer 155 
(weighted average) | compared 


with the commodity price index 
of 248. Retail prices moved 
from 100 in 1860, to 179 in 1865. 
Then retail prices started down- 
ward but it took three years to 
bring them and wages into har- 
mony. Concerning some of the 
indirect costs of the green back is- 
sue Bullock says: 


“A dishonest medium of ex- 
change was productive of the 
most notorious extravagance and 
corruption, which gave the de- 
cade following the close of the 
war a character that was per- 
haps more unsavory than that of 
any epoch since the adoption of 
the Constitution. James Fisk and 
Jay Gould, the Credit Mobilier 
scandals and the Belmont im- 
peachment trial were the natural 
products of this period of reck- 
less inflation,” 


1873 


Uhéeprcrisisy Ol io/ 3: «was. toa 
considerable extent a culmination 
of an inflation that had its roots 
in paper money. This crisis was 
severe and costly. Foreign ex- 
change went begging and the do- 
mestic exchange machinery prac- 
tically collapsed. The grain and 
produce markets were particular- 
ly hard hit. The movement of 
grain and _ provisions almost 
stopped, the railroads refusing 
shipments from the primary mar- 
kets. Wheat fell from $1.13 on 
Sept. 19 to 90 cents on Sept. 24. 
Cash payments were quite gener- 
ally suspended, and thousands of 
men were laid off because money 
for pay-rolls could not be ob- 
tained. ‘The losses heaped up in 
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this way ran well into hundreds 
of millions. 


1893 


The panic of 1893 also was 
largely the outcome of monetary 
disturbances. Under the Bland- 
Allison Act of 1878 at least $2,- 
000,000 worth of silver was 
monthly added to the basic stock 
of money while under the Sher- 
man Silver Purchase Act of 1890 
the amount was increased to a 
fixed monthly total of 4% mil- 
lion ounces. The ability of the 
government to keep all this sil- 
ver at par with gold was gravely 
doubted and a run on the gold re- 
serves began. _ How these re- 
serves were depleted has already 
been ‘indicated. Only after panic 
developed was the silver legisla- 
tion repealed. 

The panic extended into every 
phase of our economic life. In 
December 1893 the Comptroller 
of the Currency announced the 
failure during the year of 158 na- 
tional banks, 172 state banks, 177 
private banks, 47 savings banks, 
13 loan and trust companies and 
6 mortgage companies. Some of 
these, Dewey tells us, afterwards 
resumed business, but the per- 
manent damage was great. “The 


Date Association 

March 26-28 Centralgotateseanre esse 
Oklahoma City, Okla. 
April 13-14 Florida..St. Petersburg 
April 18-19 Louisiana....Shreveport 

April 23-26 Executive Council 
Westchester-Biltmore 
Country Club, Rye 
INGE 
May 2- 4 Nat. Foreign Trade 
Council Se suecctess: 
New Orleans, La. 
May 3-4 Arkansas ....Little Rock 
May 3-5 INorths Carolinagemameries 
Pinehurst 
May 7-10 U. S. Chamber of Com- 
merce New York...... 
May 8-9 Mississippi..... Meridian 


Paper Money In History 


“There are a set of men who 
go about making purchases up- 
on credit, and buying estates 
they have not wherewithal to 
pay for; and having done this, 
their next step is to fill the 
newspapers with paragraphs of 
the scarcity of money and the 
necessity of a paper emission; 
then to have a legal tender un- 
der pretense of supporting its 
credit, and when out, to de- 
preciate it as fast as they can, 
get a deal of it for a little price 
and cheat their creditors; and 
this is the concise history of 
paper money schemes.”’ 

—Thomas Paine. 


fright of depositors was general 
and the. shrinkage in deposits 
enormous; bank clearings were 
the lowest since 1885.” Produc- 
tion of coal fell off greatly; pig 
iron output of 9,157,000 tons in 
1892 fell to 6,657,000 tons in 1894 
New railway construction almost 
ceased, 156 railways operating 
39,000 miles, were in receivers 
hands. Securities fell to one-half 
or even to one-fourth of their for- 
mer value. 
increased from 10,344 in 1892, 
with liabilities of $114,000,000 to 
15,242 in 1893, with liabilities of 


Convention Calendar 


Date Association 
May 10-12 Georsiaeern eee —— 
May 15-16 Tennessee 2: saseoelss 
Chattanooga 
May 15-17 Texasey neers Dallas 
May 17-19 Alabamamears tas sede ccs 
Montgomery 
May 22-23 Missouri.....St. Joseph 
May 23-25 Pennsylvaniay erence 
Atlantic City, N. J. 
May 23-26 Calitorniaue eee: 
Long Beach 
May 24-25 Kansase orca 
Hutchinson 
May 24-26 Virginiatere. sae eee 
Richmond 
May 28-29 Reserve City Bankers.. 
French Lick, Ind. 
May 29-30 Oklahonlasee eae eee 


Oklahoma City 


Commercial failures: 


$346,000,000. Unemployment be- 
came general and widespread re- 
lief work became necessary. In 
Chicago bloody riots occurred 
and under the leadership of 
“General” Coxey an army of un- 
employed marched to Washing- 
ton. Recovery was a long hard 
pull, but one of the factors which 
aided it was the renewed. pur- 
chase by foreigners of American 
securities when the Silver Pur- 
chase Act was repealed. 

The experiences wrought by 
excessive inflation of credit dur- 
ing the World War are too poig- 
nantly recalled to need review. 
But in looking at the future it 
is a safe prediction that unsound 
currency experiments would re- 
sult in even more disastrous con- 
sequences than attended those of 
the past. Our economic life is 
becoming more and more com- 
plex. Division of labor and ey- 
change are growing daily more 
elaborate. ‘Their successful oper- 
ation rests fundamentally upon a 
sound exchange medium. If 
again we elect to experiment with _ 
unsound methods we shall pay a 
price commensurate with the im- 
portance of a sound money—and — 
with our stupidity in failing to 
profit by past experience. . 


Date Association 
June = 11-13 New York ...——— 
June 12-15 Association of National 
Credit Men <->. 
Atlanta, Ga. 
June 15-16 Utaliseenrinccrae Logan > 
June 19-20 Wisconsin ..... alee 
. Milwaukee 
June 19-20 South Dakotaieeees 
Rapid City 
June 26-27 lillinois pear 
June 27-29 North Dakota.2s32seae 
Bismarck 
July 17-20 Amer. Inst. of Banking 
Cleveland, O. 
Sept. 5-6 Kentucky ......5, ame 
Louisville 
Sept. 24-27 A.B.A., Atlantic City.. 
Oct. 28-31 Investment Bankers 


Washington, D. C 


HEN Thomas B. MacAd- 
| \ \ ams was President of the 
| American Bankers Associa- 
tion he conceived the idea that the 
banker should annually tender his 
services to our Government. He, 
coming from Virginia and being a 
Democrat, could safely do that with 
a Republican administration in 
Washington. Had I attempted to in- 
augurate such a custom it would 
have looked like cheap politics. But, 
with a Republican administration at 
Washington and a Democratic 
President of the Association, this 
splendid custom was established, and 
each year, in the spirit of its high en- 
deavor, the American Bankers As- 
sociation will tender its services to 
the Chief Executive of our country. 
I went this year with the Admin- 
istrative Committee, and we again 
called upon our President. I said to 
him, in all sincerity, “Mr. President, 
is there anything that the American 
Bankers can do to make a bit lighter 
the burdens that are resting upon 
you and those who are endeavoring 
0 manage the affairs of our 
ountry ?”’ 

He said, “Will you say to the 
pancers of America this, “Take a bit 
xf time when arranging the affairs 
for which your customer comes to 
the bank to discuss with him some- 
what as you may undrstand them, 
the economic problems that are con- 
fronting America and confronting 
the world.’ ” 

I have endeavored to interpret 
what President Harding said to 
ds, in the hope of translating it into 
actual service. I just wonder 
whether President Harding did not 
nean to say to the bankers of Amer- 
‘ca, “In addition to serving your- 
selves, serve the country also,” And 
hen I tried to say to myself, “What 
's the character of service that the 


* Address at the Advertising Club of 
New York. 


By JOHN H. PUELICHER 


President American Bankers Association 


Various 


American banker can render at the 
moment? What are the big prob- 
lems that are confronting America 
and the world,” and I thought, “The 
President meant to say to each 
banker in America, say to the in- 
fluential manufacturer, say to the 
influential merchant, say to the in- 
fluential advertising group: “There 
is being put across a propaganda in 
regard to fiat money. Compare the 
financial system of our country with 
that of Russia. Think of how safe- 
ly we rested on the gold standard so 
that the American merchant, the 
American manufacturer, the Ameri- 
can advertising man might be in- 
duced to inform himself about the 
safety and the sanity of the gold 
standard, and so that a public opin- 
ion might be created that might 
make onslaughts on that system ab- 
solutely futile.” 

I thought the President meant to 
say to the bankers, “Take a bit of 
time each day to say to your cus- 
tomers that America could not have 


won the war without the Federal 


Fiat Money Propaganda 


“J thought The President 
meant to say to each banker 
in America, say to the influen- 
tial manufacturer, say to the 
influential merchant, say to the 
influential advertising group: 
‘There is being put across a 
propaganda in regard to fiat 
money. Compare the financial 
system of our country with that 
of Russia. Think of how safely 
we rested on the gold standard 
so that the American merchant, 
the American manufacturer, 
the American advertising man 
might be induced to inform 
himself about the safety and 
the sanity of the gold standard, 
and so that a public opinion 
might be created that might 
make onslaughts on that sys- 
tem absolutely futile.’ ” 
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What The President Meant 


Mr. Harding’s Reply When ‘Asked What the American Bankers 
Might Do To Make His Burdens A Bit Lighter. 
Bankers Discuss With Their Customers the Economic Problems 
Confronting America and the World. 


Suggested That 


Interpretations. 


Reserve System; that America 
could not have financed the period, 
the serious period of deflation, 
without the Federal Reserve Sys- 
tem; that America cannot hope to 
hold her place as a first-class com- 
mercial nation without the Federal 
Reserve System, or a mechanism 
similar to the Federal Reserve Sys- 
tem.” 

I think that was what the Presi- 
dent intended us to pass on in the 
hope of doing more than just work- 
ing for ourselves. 

I think the President meant to 
say, “We must help in a measure 
to solve the economic difficulties 
confronting America, confronting 
the world, that we must do more 
than simply serve ourselves.” 

And I want to tell you briefly just 
what it is the hope of the American 
Bankers Association to do in just 
that direction. Have you ever 
thought that most of our troubles 
were economic? In Europe the 
troubles are political and economic. 
There they have racial hatreds 
which have run for ages. God pity 
Europe! I cannot see much light 
there. You cannot hope to make 
progres where there is fear on one 
side and hatred on the other. We 
must get where we know each other. 
We must get into conferences like 
these, where bankers, farmers, mer- 
chants, manufacturers, can all sit 
around the table and see every prob- 
lem from every side, where we can 
begin to exercise equity because we 
understand each other and each 
other’s problems. 


Why are so many of our difficul- 
ties economic? Have you ever given 
that any thought? Why it is pos- 
sible for the agitator. to get by with 
things like this: “Demand ten 
hour’s pay for five hours’ work,” 
that which we know to be econom- 
ically unsound. 

Broadly approximating, about 80 
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per cent. of the children that attend 
school in America never get beyond 
the common school; 5 per cent. 
more drop out the first year of high 
school and about 5 per cent. more, 
the second year of high school. 

Do you wonder that our difficul- 
ties are economic? About 10 per 
cent. of those attending the schools 
of America—and I am just approx- 
imating broadly—never get the 
least smattering of economics ex- 
cept as they get it in the school of 
experience or on the street corner. 
The banker lives at the heart of the 
economic system. It 1s he who res- 
ervoirs the savings of the com- 
munity, and then lends them out 
for the development of the com- 
munity. He has his finger on the 
pulse of our economic system all 
the time. 

Taking those three facts—our 
difficulties, economic; a dearth of 
economic knowledge; the banker 
living at the heart of the economic 
system—lI tried to set them together 
into something that would work out 
some sort of a scheme to overcome 
this thing, and came to the conclu- 
sion that the banker must undertake 
to become the lecturer on the sub- 
ject of economics in every school in 
America. 


Changes In Banking 


When I first came into a bank, 
bank clerks were not elevated into 
official positions. Usually a success- 
ful grocer or a successful man in 
some other line of endeavor, who 
had accumulated a sufficient amount 
to buy a large enough block of 
stock, purchased that little closing 
glory, the presidency of a bank, 
with which to wind up his career. 
The bank clerk, because he had to 
start as messenger, with a very in- 
sufficient salary, was usually em- 
ployed when he was twelve or fif- 
teen years of age. The one knew 
something about the practical work- 
ing of the bank, but very litile of the 
theory of, banking generally. The 
other knew something about the 
theory of business but mighty little 
about banking, and consequently, 
banks did not arrive at the degree 
of efficiency gotten in the last few 
years, of course, meeting the great- 
er and greater requirements of our 
commercial nation. 

Then came the time when a few 
ambitious men hoped to cross the 


bridge which had been forbidden, 
hoped to step from a clerkship into 
an official position. ‘They first or- 
ganized study clubs in their own 
banks, and then those who had a 
larger vision and who saw that it 
was better that they know competi- 
tive ways in the character of serv- 
ice, rather than as_ individual 
against individual, began to invite 
clerks from other banks to sit in the 
study clubs. Soon the study club 
became a community club. 


Closer Co-operation 


Then twenty-one years ago, 300 
of these men met in Cleveland. At 
that time there were just three 
chairs of commerce and banking in 
the universities of the United States. 
We didn’t know where to turn for 
instructors. Bank officers frequent- 
ly volunteered to help us. 


Those 300 have grown into a 
study club numbering 54,000 men 
and women. ‘Today the American 
Institute of Banking is composed of 
the officers of banks and: the clerks 
of banks. ‘The line of demarcation 
has vanished. We are professional 
associates and | maintain that what 
has been accomplished in my pro- 
fession,—the linking together of the 
interests of all those who are get- 
ting their livelihood from the same 
business,—will some day solve the 
trouble between capital and labor. 
That is the only way we can hope 
to solve it. People deriving their 
income from one business must have 
a common purpose, and as they 
come to be professional brethern in 
the business, those troubles will be 
solved. 


You, of course, will immediately 
point to the degree of intelligence 
that exists in the bank as compared 
to some other lines of endeavor. 
My contention is if the degree of 
intelligence is lower, that is all the 
more reason why the principal 
should be interested, because it is 
the lower degree of intelligence 
that must be elevated if we hope to 
keep ‘our “democracy #sateo Lt 1s 
those who do not understand, those 
who do not know, those who are not 
educated, who are dangerous, and 
for that reason I feel that the 
American Banker must do his share 
toward bringing about a greater 
economic enlightenment in Amer- 
ica. 
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Have you ever thought how much 
of our business is.done through in- 
struments of credit? It is a fine 
thing to use in bank advertising. 
Let us mark our civilization at 100 
per cent. and then let us admit, 
which is approximately true, that 
8 per cent. of all that we do, com- 
mercially and in every other way, 
is paid for in money, and that 92 
per cent. of American progress 
rests on instruments of credit— 
notes, bonds, trade acceptances, 


' checks, those things which express 


credit ; and imagine how civilization 
would be retarded if we demolished 
our banks and destroyed our credit 
system. We would go from the 
100 per cent. back to 8 per cent. 
Think of the comforts, the conven- 
iences, the necessities that would 
disappear ! 


Character In Advertising 


Credit rests on confidence. What 
begets confidence? Character, 
That is what you are getting in 
your advertising. I believe we are 
going to recognize some day that 
that business which does not serve 
civilization, which only panders to 
its pleasure, but which will ulti- 
mately result in the ruin of civiliza- 
tion, will not be permitted to exist 
by you advertising men. I think 
the time is coming when you are 
going to measure the benefits of 
that which you advertise and say, 
“No matter how much this is de 
sired today; it is not beneficial to 
our people, and we are not going 
to advertise it.’ I think that is go- 
ing to have to come as we put more 
character into our business. Credit 
rests on character and capacity, 
supported by capital and collateral. 


Industrial strikes in Pennsylvania last 
year involved more than 389,000 per- 
sons and caused a loss in wages of 
about $208,000,000. | ' 

Of the 1,807 strikes during the year 
all have been settled with the exception 
of those of ninety printing establish- 
ments and four railroads. Z 

The anthracite and bituminous strikes 
and the railroad shopmen’s strike were 
the three of widest proportions, the coal 
strikes alone involving 322,806 men and 
causing a loss in wages of $190,000,000. 
The shopmen’s strike affected 22,641 
men, with a wage loss of more than $12,- 
000,000. ; : 


" 
- 
ly 


Stake. 


HERE are more men under 
| arms in Europe today than 
there were on the day that the 

Great War started. England is fac- 
ang the greatest social crisis, in 
many respects, in all her history; 
France is in the physical dumps; 
Germany is as near the brink as any 
nation can ever go; Russia is still 
in the shadows ; Italy within the last 
four months only escaped a welter 
of slaughter and agony and blood- 
shed, the like of which Europe has 
not seen since the days of Danton 
and Robespierre; the Balkans are 
still aflame; the Turks have been 
able once more to raise their cres- 
cent against the gleaming white 
cross of Christianity. 


} 


sion, all that orgy of suspicion and 
aatred, which is Europe today, are 
jue to very few simple and funda- 
nental things. The first and fore- 
-nost of them is this: that the prin- 
upal business of Europe today is 
the business of hate. Europe re- 
mains in the clutches of fear and 
force. She still thinks in terms of 
yayonets and battleships. 


_ Bankruptcy of Statesmanship 


All that is merely one result of a 
vankruptcy of statesmanship in 
durope and I use the word “bank- 
‘uptcy” advisedly; and the bank- 
‘uptcy of European statesmanship 
s merely on a par with the bank- 
‘uptcy of the national box offices. 
tis all part of a larger paralysis of 
1orality that this world presents to- 
ay. 

Neither leagues nor loans will 
ver solve this situation in Europe 
nd the League of Nations so far 
as merely been an artificial stimu- 
nt. 
| 1 say frankly and candidly to 
ou that it is too late for America 
) intervene, and it is also too early. 
It has become a platitude to say 
lat every economic problem in 


H 
7 


All this discord, all this disillu-. 


By ISAAC F. MARCOSSON 


Europe Remains in the Clutches of Fear and Force. 
Leagues Nor Loans Will Solve Situation. 
Invasion of the Ruhr. 


Stinnes’ 


Europe has become a problem in 
politics, which is perfectly true. It 
has become a platitude to say that 
the Versailles Treaty is the truest 
formula for disaster, and a great re- 
cipe for ruin, which is also per- 
fectly true. It is also a platitude to 
say that leadership is the one great 
thing that is lacking in Europe and 
that this world needs in this hour 
of travail a Lincoln to bind up these 
wounds of war, without hatred. All 
that is perfectly true, but its con- 
stant reiteration is not going to pro- 
vide a remedy for a situation, that 
menaces the very integrity of civili- 
zation itself. 


Civilization at Stake 


It may sound like an absurd thing 
to you for me to say that that thing 
called “civilization,” that it has 
taken thousands of years of blood 
and sweat and agony, through all 
the unending procession of the 
years, to build up, is at stake! But 
that is precisely what is happening. 

My first instinct was that the in- 
vasion of the Ruhr was the most 
outstanding act of international 
madness since the Germans ran 
amuck in 1914. I have since re- 
vised that view. We would have 
done perhaps the same thing under 
precisely the same circumstances. 
There is not a solitary thing in the 
Versailles Treaty which prohibits 


the French from doing what they’ 


are doing now; but in a larger 
sense, it is nothing more nor less 
than that well known desperate rem- 
edy applied to a desperate case. The 
very desperation of the French ad- 
venture in the Ruhr may in the end 
prove its own saving grace. 

And, if it does no other thing, I 
am convinced it will do these two: 
it will at least convince the French 
of the folly of exacting from Ger- 
many any excessive indemnity ; and 
by the same token it will impress 
upon the Germans the fact that 
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More Men Under Arms Than In 1914. 


Neither 


Civilization Is at 
Empire Will Survive. 
Enabled to Build It Because There Are No Anti-Trust Laws. 


henceforth they cannot sidestep ths 
obligation that they owe to civiliza- 
tion itself. 

Germany—and there is not the 
slightest doubt about it—has delib- 
erately evaded her obligations and 
ruthlessly slaughtered the mark. I 
am not betraying confidences when 
I say to you that last October when 
I talked to men like Stinnes, and 
that group of big industrialists on 
the Rhine, not one of those men 
believed that the French would 
ever go into the Ruhr; and | might 
say to you, and almost from the 
highest authority in England, not 
one member of the British Cabinet 
or any of the bigger alleged states- 
men in England believed that the 
French would do it. 

It is also no secret that until the 
French were actually in the Ruhr, 
the Germans believed that either 
Britain or America would get them 
out of that very predicament. 


Capitalized Discord 


Behind it all there is an interest- 
ing fact that probably has not oc- 
curred to all of you. Ever since the 
Armistice was signed, both Ger- 
many and Turkey have done one 
thing in common: they have persis- 
tently capitalized Allied discord. 

So far as the Turks are con- 
cerned, history has merely repeated 
itself. For 400 years, the Turks 
have profited by the divided council 
of the great European powers. 
That is precisely what is going on 
now. 

In the last year I have had two 
interviews with that extraordinary 
man Stinnes. He is ina great many 
respects the most unique individual 
in the world, because he incarnates 
the most astounding corporate and 
industrial concentration of power 
that any country or any land has 
ever known. He ts a director who 
directs in 85 different companies ; 
He owns or controls about 250 
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more; and that “in this great far- 
flung empire of trade he has built 
up, he has employed more than 1,- 
600,000 men. 

How is the invasion of the Ruhr 
going to affect this man’s far-flung 
empire of trade? I do not know. 
That house of his is not reared on 
sand. Whatever happens in Ger- 
many, except complete extinction 
I believe that Stinnes will come 
through clear, for the simple, good, 
sound business reason that he has 
got his financial hooks well an- 
chored in a great many countries in 
this world. 

The sun never sets upon some 
evidence of that man’s far-flung 
business vision and genius. There 
is not the slightest doubt that Stin- 
nes today incarnates every dream 
of financial stewardship and spon- 


Half-Truths About Banking | 


ALF-TRUTHS are vicious 
Has far reaching in the mis- 

chiefs they dows Awiairaex- 
ample of this is found in a cartoon 
recently published in a newspaper 
in Wisconsin in which the banker 
is pictured as lending freely to the 
capitalist from one window but 
cautiously to the farmer from an- 
other window. ‘The accompanying 
captions read, “The Wall Street 
Man gambles in wealth. He can 
get all the money he wants at 4 per 
cent. to gamble in stocks.” “The 
Farmer produces wealth but he has 
a hard time to borrow money at 
6" per “cent, “to; plant” his cropsior 
build a silo.” 

But what are the facts? Where 
does the banker get the money he 
loans to the farmer? The banker 
does not draw wealth from the sky 
nor money from any magic source; 
it comes from the people of his 
community. Usually the money is 
hard-earned, gathered together 
through the exercise of rigid econ- 
omy and self denial. It includes 
the “egg” money of the farmer’s 
wife or daughter, the crop money 
of the farmer himself, perhaps in- 
surance money which is the only 
hope of some recently bereaved 
widow, the balance of the village 
merchant, the account of the canning 
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| sorship that Mr. Morgan and Mr. 


Rockefeller and Mr. Ryan and Mr. 
Schiff and all the rest of those great 
captains of capital of ours ever 
dreamed about. The reason is 
very simple: In Germany there is 
no Anti-Trust Law to impede 
traffic. The limit is the sky and the 
man’s nerve and credit at the banks. 
Out of that, there has been reared, 
not only by Mr. Stinnes, but by Mr. 
Teysin, a great group of inter-re- 
lated trusts that I think are immune 
against shock. 

Stinnes’ great dream of economic 
resurrection for the continent of 
Europe lies in a coalition between 
America, Russia, Germany and Eng- 
land. And it is not beyond the realm 
of possibilities, in this distracted 
world where anything may happen, 
to find that very coalition being 
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factory or other local industry. 

Every dollar of this money is a 
solemn obligation and a trust. The 
banker must be able to pay it back 
upon demand. The depositors have 
placed it with him with the expecta- 
tion that it will be available without 
notice and without question. The 
banker is therefore obliged to keep 
his loans in such shape that he can 
meet the demands of those who 
want their money. Prudence re- 
quires that he should_ do it; the 
laws compel him to be prudent. So 
in making a loan to a farmer he 
must take into consideration the fact 
that the farmer cannot pay him for 
a long time—not until the crop has 
been planted, cultivated, harvested, 
sold and the money collected. The 
banker knows, too, that the farmer 
is straightforward and honest but 
at the same time he is aware of the 
uncertainties of farming. If the 
harvest fails or sickness overtakes 
the farmer the loan cannot be paid 
when the note becomes due. The 
banker can not, if he would, pass 
on excuses to his depositors in lieu 
of currency. 

If the farmer could furnish the 
bank with paper, or collateral, that 
is readily convertible into cash (as 
does the capitalist who is carelessly 
referred to as a Wall Street man) 
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brought about, because the Frenel 
invasion of the Ruhr is literalh 
hurling England into the lap of Ger. 
many, and that among the alliance) 
that may occur within the next twc 
years is a very strong, economiy 
alliance at least, between Englanc 
and Germany. | 

What is happening in France i) 
a subject for very serious thought 
France by a policy of military di 
plomacy abroad, which you can se 
in every country in Central Europ 
from the Jugo-Slavian frontier uy 
to the borders of Poland, and by 
the most fantastic physical policy 
at home—in which phantom repara 
tions have been chased almost t 
the end of the rainbow—is march 
ing, to a military dictatorship tha 
will leave her stranded high anc 
dry. | 


then the farmer would be on thi 
same basis, for in that event thi 
small depositor would be protected) 
The widow could get her money 
when she needed it, the cannin; 
factory could get money to meet it) 
pay roll and maintain a balance 
which would make good at the banl 
the checks issued to the farmer 11) 
payment for his produce. | 

As a matter of fact the farmer i! 
a capitalist. ‘The only difference 1) 
that his assets are not in such liqui¢ 
shape as those of the producers or 
dinarily called capitalists. Differ, 
ence in treatment is not due to great 
er love for speculators than fo 
farmers. Credit-machinery is be. 
ing developed to do away with th. 
faulty technical handicap unde’ 
which the farmer labors. 

A loan that is readily convertibli 
into liquid assets cannot in fair) 
ness be compared with a loan tha 
is fixed or frozen. a 

To hold the banks up to crit 
cism because they cannot giv 
credit freely and at rates of interes 
which encourage free borrowing 
is an appeal to class-hatred whict 
injures no one, so much as thos 
who may thus be led to believé 
they are not getting fair treatment 


| If We Limit Future Immigration 


By WALTER LICHTENSTEIN, Ph.D. 
Executive Secretary First National Bank of Chicago 


Likelihood of a Shifting in the Economic Centre of the Country. 


The Cotton Industry North and South. 


The Labor Question 


Considered from an Historical Point of View. Detrimental Influ- 
ence of Weak Municipal Governments on the Building Trades. 


4 FE, shall gain a better knowl- 
: edge of some of our labor 
problems if the question is 
_ looked at historically. 
— Our labor unions are an out- 
_ growth of conditions which are of 
_ comparatively recent development 
in this country, and even today the 
contrast between capital and labor 
is not as sharp in the United States 
as it is in Europe. This is due to 
the fact that there are still many 
opportunities for advancement here 
and still more because until fairly 
recently the population in this 
country was largely agricultural, 
and organized labor is, after all, 
a part of our present-day factory 
-system. In Europe the divisions 
into classes have hardened and be- 
-come fairly fixed so that the con- 
flict has spread into the field of 
_ party politics and definite organiza- 
tions face each other for the con- 
trol, not merely of the industrial, 
but also of the political machinery 
of the country. How closely our 
fimresent labor organization is con- 
nected with the factory system is 
proved by the fact that the first 
industries to be organized in this 
}country were the printers and the 
Hie -dwainers, because the publish- 
‘ing business and the manufacture 
of shoes were the first to be car- 
tied on on an extensive scale. 


The Basis Not Found 


If development of labor unions lag 
behind in this country, it also brings 
about the result that organized labor 
here has not as yet found a philo- 
‘sophic basis for its claims as is the 
case in Europe. This makes it both 
€asier and more difficult to deal 
with organized labor in this country. 
Easier, because we are not faced by 
doctrinaire consideration such as 
move the socialistic and commun- 
istic parties in Continental Europe; 
more difficult, because labor often 


shifts its position. Take for ex- 
ample the position of American 
labor toward the problem of races 
and immigration in which it has dis- 
played its most violent exclusiveness 
and its most humane fraternity. 


Two Extremes 


“At the one extreme are the exclu- 
sion of the Chinese by law and the 
exclusion of immigrants by the 
‘closed shop,’ at the other is the 
affiliation in the same union of 
whites and blacks. Circumstances, 
conditions and necessity determine 
these extremes and the intermediate 
policies. From the very beginning 
of organized labor at the close of 
the eighteenth century, to its situ- 
ation at the begining of the 
twentieth, we find these swelling 
problems of immigration, race con- 
flict, and race assimilation giving 
character to American movemenis 
and distinguishing them from 
foriegn.”’ 

This question of immigration and 
races is fundamentally the one 
which is affecting the whole labor 
problem at the moment. Original- 
ly, the unions were purely local and 
were only slowly nationalized after 
the advancing industrialization of 
the country following the Civil War. 
In the sixties and seventies, we find 
the period of greatest agitation. 
“New areas of competition, new 
races and nationalities, new masses 
of the unskilled, new recruits from 
the skilled and semi-skilled, were 
lifted up temporarily into what ap- 
peared to be an organization, but 
was more nearly a procession, so 
rapidly did the membership change. 
With three-fourths of a million 
members on the books of the 
Kuights of Labor at the height of 
its power, a million or more passed 
into and soon out from its assemb- 
eae 

This period was followed by one 
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which might fairly be termed much 
more constructive. “Strengthened 
by many who enlisted during the 
enthusiasm of the eighties, then 
withdrawing from the weaker ele- 
ments of unskilled and semi-skilled, 
the skilled trades began to preface 
the way for this period by building 
up stable and nation-wide organiza- 
tions, and by winning such recogni- 
tion from employers’ associations 
that they were able to establish more 
or less enduring systems of arbi- 
tration or trade agreement, and to 
retain their membership during a 
period of depression. At the same 
time, the recurring problem of the 
unskilled, the semi-skilled, and the 
immigrant is again threatening an 
upheaval.” 


Fencing for Position 


It may be pointed out that this 
analysis is not correct because since 
the world war we have had strikes, 
or threatened strikes, by some un- 
ions embracing highly skilled labor 
and not affected in the least either 
by questions of immigration or by 
problems of race. This is only an 
apparent contradiction. The pres- 
ent situation, which I regard as 
purely momentary, is due to the up- 
heaval caused by the war. New 
conditions have developed, and the 
attitude of the various parties in the 
industrial world toward each other 
has not become fixed. What we 
see going on is a kind of fencing for 
position in order to effect the per- 
manent alignment of the various 
parties of the future. Most will 
depend upon our immigration laws, 
and as we limit future immigration 
we are likely to witness a shifting 
in the economic center of the coun- 
try. This again will make it impos- 
sible to do much constructive work 
about the limitation of abuses be- 
cause the abuses of today may not, 
and probably will not, be the abuses 
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of tomorrow. Let me illustrate by 
citing the textile industry. In the 
past, it has been located mainly in 
the northeastern part of the coun- 
TGV 


Cheap Labor 


This has been due partly to an 
abundance of water power, but still 
more to the supply of cheap labor 
coming from Europe and settling in 
the neighborhood of New York ‘and 
Boston. If this supply is interrupt- 
ed, it may prove cheaper to locate 
textile factories near the source of 
the raw material, thus saving trans- 
portation charges. Since in the 
South less fuel is required by the 
laborer and food is cheaper, it may 
well be that labor costs in the 
southern cotton mills will be much 
lower than those prevailing in the 
New England district. I was told 
by a gentleman who has just been 
buying cotton goods in the South 
that in the large textile mills around 
Chattanooga ‘the labor is entirely 
white and “is working for anywhere 
from twenty-five to fifty per cent. 
less wages than similar less intelli- 
gent labor receives in New England. 
This is due to the fact that it is pos- 
sible to obtain a cabin with some 
ground around it for as little as four 
dollars a month rent. Expensive 
fuel is not needed, and food is very 
cheap. Now my point is that with 
the present shifting conditions and 
the uncertainity of the position of 
labor in the immediate future, there 
is not very much point in seeking to 
develop any large comprehensive 
plans for the limitation of abuses. 
You do not know the conditions 
which you are going to face even in 
the next five years. 


Graft in Building Trades 


I do not wish to be misunder- 
stood.. Ub trealize . that there are 
abuses in some forms of organized 
labor, especially as regards the 
building trades. ‘This, however, is 
due more to political conditions than 
it is to industrial conditions. If 
you wish to eradicate the sort of 
graft awhich prevails among the 
building trade unions, it is above all 
necessary to clean up our municipal 
governments. ‘The late Lord Bryce 
pointed out years ago that the great- 
est weakness in our whole govern- 
mental system is the management of 
our municipal affairs. As the rela- 
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tive proportion of people engaged in 
agriculture declines more and more 
and the proportion of city dwellers 
increases, this problem of our mu- 
nicipalities will become very much 
more important and more funda- 
mental. 


Change Impending 


Another set of abuses arises out 
of the conditions which bear some 
resemblance to those of the sixties 
and the seventies. The labor in cer- 
tain of the industries, notably in 
mining and in the steel mills, is 


largely foreign, not a part of the 


body politic. Here also the check 
of immigration is gradually going to 
bring about a change. While at 
present the man, whom for want of 
a better term we may call the native 
American, regards it as beneath his 
dignity and standing to work in steel 
mills, and in the North in textile 
mills, nevertheless, as is proved by 
the developments in the South, this 
same man will work in these trades 
when the supply of foreign labor is 
cut. off. In.cothers words your 
abuses there will cease when the 
workers become a real part of the 
body politic, more or less of the 
same race and substance as the man 
for whom and under whom they 
work. 


The Disinherited 


I have used the term abuses in its 
real sense. Mere conflict of opinion 
and even occasionally actual strife 
cannot be avoided in our present in- 
dustrial system. The disinherited, 
whether by fate or by their own 
fault, have in all the history of the 
human race desired the goods of the 
possessors. ‘The slave rebellions in 
the days of the Roman Empire were 
manifestations against the existing 
economic distribution of goods as 
are our strikes. You will have to 
change the whole human race be- 
fore you will get rid of all conflict, 
but with an improvement in the 
ethical standards of our political 
life and with a clear understanding 
as to what is really the basis of the 
demands of labor, abuses in the real 
sense of the word may be gradually 
eliminated. Scientific study can al- 
so do much, and such works as the 
“Analysis of the Interchurch World 
Movement Report on the Steel 
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Strike,” by Marshall Olds, are de- 
cidedly to be recommended. Every-_ 
thing which makes clearer what con- 
ditions really are, which removes | 
labor questions from the realm of | 
speculation and guess work, is go- | 
ing to prevent strife and eradicate 
abuses. 


Dinner to Women Bankers — 
On the occasion of the annual banque 
of the Trust Company Division of the — 
American Bankers Association at the 
Hotel Waldorf, Mrs. William Laimbeer, 
Assistant Secretary in charge of the | 
Women’s Department of the United 
States Mortgage and Trust Company, 
acted as the Company’s hostess at a din= 
ner given in honor of the following 
women bankers: Miss Virginia D. H, | 
Furman, Assistant Secretary, Irving | 
Bank-Columbia Trust Company; Mrs. | 
Key Cammack, Assistant Secretary, New | 
York ‘Trust Company; Miss Minna 
Bruere, Assistant Secretary, Central Un- 
ion Trust Company; Miss Jean Reid, 
in charge of the Women’s Department, 
Bankers Trust Company; Miss Mary 
Vail Andress, Manager of the Person- | 
al Service Bureau of the Paris Office, 
Bankers Trust Company; Miss Helen M. 
Carroll, in charge of the Women’s De 
partment, 42nd Street Office, National 
City Company ; and Miss Caroline Olney, 
in charge of the Women’s Department, 
73rd Street Office of the United States 
Mortgage & Trust Company. iM 
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E. E. Blackburn has been elected 5 
President of the Marion National Bank, 
Marion, Indiana to _ succeed L 
McCulloch, who died January 28. i 

Mr. Blackburn has been identified with 
the banking business for twenty-seven | 
years. He with Mr. McCulloch and others, 
organized the Marion National Bank in 
1905. He was its first Cashier and 
served in this capacity until 1911 when 
he became president of the Hoosier | 
Stove Company, of this city. At the 
annual meeting of stockholders of the » 
Marion National Bank, held in January, 
Elsworth Harvey, Cashier, was advanced 
to Vice-President. J. H. LeFavour, As- 
sistant Cashier, was elected to fill the 
office of Cashier made vacant by the ad- 
vancement of Mr. Harvey. 


Marketing in Wisconsin 


The Wisconsin farmer says: “Perha 
the outstanding event in the agricultur 
development of Wisconsin this year 
the formation of the State tobacco po: 
whereby a majority of the tobacco gr 
ers of Wisconsin will cast in their 
tunes together in a plan for the marke 
ing of their product. With the develo 
ment of the pool, farmers hope to sa 
from 25 to 30 per cent. of the selli 
profits which naturally accrue to the 
dlemen for handling the re 


Dead Credit Is Impossible 


By THEODORE G. SMITH 


Vice-President Central Union Trust Co., New York 


It is a Creditor’s Duty To Keep His Credit Sound and to Keep 


His Debtors Solvent. 


Kurope Is of Value to Us Only As Europe 


Is a Going Concern. Our Creditor Advantage Will Not Stay Unless 


It Functions As Living Things Do. 


N one of those clear ringing 
passages in the platform laid 
down for Italy by the new ris- 
ing statesman, Mussolini, I found 
this sentence, “Society is founded 
on duties and not on rights.” This 
led me to think of duties, not as 
individual moral obligations, but as 
principles of corporate control ap- 


plying to nations and to our nation 


in particular. 
America is the world’s Trust 
Company at the present time. She 


‘is the world’s largest creditor, and 


that, as it seems to me, imposes an 
outstanding responsibility which 
confronts our citizens generally and 
bankers particularly at this juncture 
of time. Eliminating all features 
and influences that are emotional 
or sensational, cutting out every- 
thing that might cloud or confuse 
the issue, I want you to think with 


_ me along the line of ordinary practi- 


cal business deliberation such as 


bankers are accustomed to follow 
and see what this implies. 


Creditor’s Duty 


- Our creditor position is still new 
to us, but after several years in such 


'a position we are able to perceive 


that having changed from a great 
international debtor to the greatest 
international creditor calls for some- 
thing more than complacent reliance 
on our new position. With the 
change has come a different char- 
acter of responsibility, a different 
approach, a different attitude in con- 


nection with financial problems. We 


know that it is a debtor’s duty to 


pay; on that we are all agreed. 


Perhaps we have not so clearly seen 
that it is a creditor’s duty to serve. 

What is most needed at this mo- 
ment is a general conviction, such 


' as the individual banker must al- 


ways keep in mind in his dealings 


as creditor: it is a creditor’s duty 


to keep his credit sound, to keep 
his debiors solvent, to consider the 
line of business to which he extends 
credit as going ahead, to help main- 
tain business as “a going concern.” 
A creditor must try to do something 
more than just present his bill. 


Only As A Going Concern 


Speaking practically, Europe is 
of value to us, the world’s greatest 
creditor, only as Europe is a going 
concern. We cannot say of Europe 
as bankers are accustomed to say of 
certain classes °of loans, that the 
borrowers are money good, mean- 
ing that in liquidation her loans 
could be collected. 

The only way Europe’s debt can 
be liquidated is througn Europe’s 
continuance in business as a going 
concern. This involves the political 
and social rehabilitation of Europe 
as well as its economic rehabilita- 
tion. To this rehabilitation it is 
America’s duty as creditor to con- 
tribute as a creditor should, and it 
is the particular duty of bankers, 
accustomed to keeping credit alive 
and liquid by keeping business go- 
ing, to know what this duty covers. 

So far I have been talking of 
America’s creditor relation to 
Europe and the rest of the world, 
as though the subject were ex- 
hausted in considering this relation 
to present debtors. That is not so. 
There is another fact, and an im- 
portant one, to be remembered. The 
adjustment of international indebt- 
edness must be made while new 
business is being done. Even if 
America has to resolve herself into 
a creditor’s committee, or there is 
such an arrangement of affairs as 
are ordinarily taken care of by such 
a committee, America must conduct 
her daily work. As the great inter- 
national creditor it is part of Amer- 
ica’s trusted obligation, as bankers 
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The Federal Reserve System. 


must conceive it, to use its unique 
position by assisting, with profit to 
herself and to the borrowers, the 
progress of economic production 
and distribution in all promising 
countries. That is part of the day’s 
work, and the day’s work must 
meet the world’s need. 


Function As World’s Bankers 


These responsibilities which 
America has had thrust upon her 
are for the most part such respon- 
sibilities as bankers, better than 
others, are qualified to understand. 
While it is America’s duty to func- 
tion as the world’s banker, it is the 
banker’s duty as a man of practical 
business to go on creating new in- 
debtedness all the time. The pur- 
pose of this is the solidarity of all 
the world. Just as we have learned 
that despite the great diversity of 
American business the whole busi- 
ness community is one, so America 
as creditor and banker will make it 
appear that the international com- 
munity is one. This will be not for 
profit only but for understanding 
and mutual good will as well. The 
countries which are. debtors to 
America today cannot trade with 
America alone. They have deep- 
rooted trade connections with other 
lands, and it is for those countries, 
too, for which America as creditor 
must also be banker, so that, among 
other things, they may be good cus- 
tomers of the countries which now 
are our heaviest debtors. The 
chance for world service is beckon- 
ing to America as never before. 

America never could have had 
such a relation to the war and its 
consequences, had it not been for 
the almost miraculous capacity to 
expand credit and render resources 
liquid which the Federal Reserve 
system furnished. That was a bank- 
er’s contribution to human oppor- 
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tunity. We served more than our- 
selves when, through the dispensa- 
tion of Divine Providence, or what- 
ever else it was, we adopted the 
Federal Reserve Act in 1913. We 
served the world again and again 
through a banker’s plan. 

I allude to the Federal Reserve 
System in connection with Ameri- 
ca’s trusted obligation to the world, 
because it seems to me that the 
strength which that system has 
shown is needed for use in the ex- 
igencies which will inevitably arise 
in the discharge of our duties as in- 
ternational creditor. If any changes 


are to be made in that system they ' 


should be made by practical bank- 
ers. 


There is danger that we may 
fritter away our reserves of bank- 
ing power in a fresh outbreak of 
inflation; and there is danger that 
the hands of politicians may be laid 
upon Federal Reserve machinery to 
assist in, the promotion or such infla- 
tion. These dangers and other ones 
you.will doubtless be aware of, but 
in order to safeguard the banking 
situation, and apply the brakes 
against too rapid progress of do- 
mestic business, the Federal Re- 
serve System, adjusted and re-ad- 
justed as bankers perceive to be 
necessary, will help America to dis- 
charge her duty as international 
‘creditor. 

America as creditor has a right 
to expect the payment of debts, but 
‘America as creditor has an oppor- 
tunity and an obligation far greater 
than “its rights) "le believesst sto” be 
no less than solemn truth as we 
face the world in need, to state that 
the preservation of the social edi- 
fice depends very greatly upon 
America’s recognition of what she 
can do as international bunker and 
creditor. 

This may sound ethical but I in- 
sist that it is severely practical. The 
ethics of business are implicit in the 
laws of business, and it is a law of 
business, that no position can be 
maintained without change. Busi- 
ness which does not go ahead goes 
back. In life, men and nations ad- 
vance or go down. 


We stand as the richest nation on 
searth with an obligation to use 
‘riches wisely, and wisdom can find 
-no better present expression than to 
witilize our creditor power for busi- 


ness prosperity and individual wel- 
tare; 

Unless it is thus utilized and 
steadily improved for the advantage 
of others we cannot keep it. Dead 
credit is impossible. It is alive, or 
it is not credit, and our creditor ad- 


vantage will not stay alive unless 
it functions as living things do. The 
simple fact is this: to keep our 
creditor position we must use it. 
If we do not use it rightly we shall 
lose it. 


Yearly Payments on the British Debt 


The detail of the payments from 
year to year under the terms of 
the British debt agreement reported 
to Congress on February 7 are 
shown in the following table. Start- 


ing from the date of the funding 
agreement December 15, 1922 the 
payments of principal and interest 
for 62 years will be: 


Annual Interest Install- 


ments to Be 


Paid 


by British Govern- Schedule 
ment at 3 Per Cent. of Annual 
for First Ten Years, Principal In- Total 
ee 3% Per Cent. Until stallments to Be Annual 
Year. Principal. Final Payment. Paid on Account. Payments. 
Digs Sihlis, 2 cscra terol deat 3 600,000,000 $138,000,000 $23,000,000 $161,000,000 
2 4977 000, 000 137,310,000 23,000.000 160,310,000" 
3 one ey 554, 000, 000 136,620,000 24,000,000 160,620,000 
4 5 bd 4°530,000,000 135,900,000 25,000,000 160,900,000 
5 -. 4,505,000,000 135,150,000 25,000,000 160,150,000 
6 - 4,480,000,000 134,400,000 27,000,000 161,400,009 
7 4,453,000,060 133,590,000 27,000,000 160,590,000 
8 4,426,000,000 132,780,000 28,000,000 160,780,000 
9 4,398,000,000 131,940,000 28,000,000 159,940,000 
10 4,370,000,000 131,100,000 30,000,000 161,100,000 
11 4,340,000,000 151,900,000 32,000,000 183,900,000 
12 4,308,000,900 150,780,000 32,000,000 182,780,000 
13 4,276,000,690 149,660,000 32,000,000 181,660,000 
14 4,244,000.° & 148,540,000 32,000,000 180,540,000 
15 4,212,00 s.56% 147,420,000 37,000,000 184,420,000 
16 4,175,00_,0_L 146,125,000 37,000,000 183,125,000 
17 4,138,000,000 144,830,000 37,000,000 181,830,000 
18 4,101,000,000 143,535,000 42,000,000 185,535,000 
19 4,059,000,000 142,065,000 42,000,000 184,065,000 
20 4,017,000,000 140,595,000 42,000,000 182,595,000 
21 3,975,000,000 139,125,060 42,000,000 181,125,000 
22 3,933,000,000 137,655,000 46,000,000 183,655,000 
23 .. 3,887,000,000 136,045,000 46,000,000 182,045,000 
24 3,841,000,000 134,435,000 46,000,000 180,435,000 
25 3,795,000,000 132,825,000 51,000,000 183,825,000 
26 3,744,000,000 131,040,000 51,000,000 182,040,000 
27 3,693,000,000 129,255,000 51,000,000 180,255,000 
28 3,642,000,000 127,470,000 53,000,000 180,470,000 
29 3,589, 000: 000 125,615,000 55,000,000 180,615,000 
30 3,534,000,000 123,690,000 57,000,000 180,690,000 
31 3,477,000,000 121,695,000 60,000,000 181,695,000 
32 3,417,000,000 119,595,000 64,000,000 183,595,000 
33 3,353,000,000 117,355,000 64,000,000 181,355, "000 
34 3,289,000,000 115,115,000 64,000,000 179, 115,000 
35 3,225,000,000 112,875,000 67,000,000 179,875,000 
36 3,158,000,000 110,530,000 70,000,000 180,530,000 
37 3,088,000,000 108,080,000 72,000,000 180,080,000 
38 3,016,000,000 105,560,000 74,000,000 179,560,000 
39 2;942;000,000 102,970,000 78,000,000 180,970,000 
40 2,864,000,000 100,240,000 78,000,000 178,240,000 
41 2,786,000,000 97,510,000 83,000,000 180,510, "000 
42 2,703,000,000 94,605,000 85,000,000 179, 605, 000 
43 2,618,000,000 91,630,000 89,000,000 180,630,000 
4S ine ess eyelet eae 2,529,000,000 88,515,000 94,000,000 182,515, 000 
45 2,435, 000, 000 85,225,000 96,000,000 181, 225; 000 
SO) ee tae ne PRES ity cd 2'339,000,000 81,865,000 100,000,000 181, 365, 000 
47 2,239,000,000 78,365,000 ~ 105,000,000 183, 365, 000 
48 2,134,000,000 74,690,000 110,000,000 184, 690,000 
49 2,024,000,000 70,840,000 114,000,000 184,840, 000 
50 siete stare imeentete 1,910,000,000 66,850,000 119,000,000 185,850, 000 
il Bee 5.35 1,791,000,000 62,685,000 123,000,000 185, 685, 000 
52 1,668,000,000 58,380,000 127,000,000 185, 380, 000 
53 1,541, 000,000 53,935,000 132,000,000 185, 1935, "000 
54 1,409,000,000 49,315,000 136,000,000 185,315,000 
55 1;273,000,000 44,555,000 141,000,000 185,555,000 
56 1,132,000,000 39,620,000 146,000,000 185,620,000 
57 986,000,000 34,510,000 151,000,000 185,510, "000° 
58 835,000,000 29,225,000 156,000,000 185, ees 000 
59 679,000,000 23,765,000 162,000,000 185, 765, "000 
60 517,000,000 18,095,000 167,000,000 185,095, 000. 
61 350,000,000 12,250,000 175,000,000 187, 250, 000° 
62 175,000,000 6,125,000 175,000,000 181,125, 000 
pt a ey pe ee Ae ee ES sg ae! YL eee 
Totals’: ahs ox otatfate Seeioreriaeie ates $6,505,965,000 $4,600,000,000 $11,105,965,000 
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HE Western European Division 
of the Department of Commerce 

at Washington has prepared for 
the Commerce and Marine Com- 
mission of the American Bankers Asso- 
ciation the following calendar, the many 
events coming under the head of Ger- 
man Reparations: 


Nov. 11, 1918 


Armistice Concluded. 

Germany to make reparations for damage 
‘done; to evacuate all invaded territories and 
the left bank of the Rhine; to surrender 
5,000 guns, 25,000 machine guns, 3,000 
trench mortars, 1,700 aeroplanes, all submar- 
ines and equipment, 6 battle cruisers, 10 
battleships, 8 light cruisers and 50 destroy- 


ers; all other war vessels and auxiliaries 
‘to be disarmed. Also to deliver 5,000 loco- 
_motives,- 150,000 wagons with necessary 


parts and fittings, and 5,000 motor lorries; to 
make restitution of gold and commercial pa- 
per seized in occupied territories. 


June 28, 1919 


Treaty of Versailles Signed. 

Germany accepted the responsibility of 
loss and damage due to the war and under- 
takes to make compensation for damage done 
the civilian population and their property. 
__ Germany undertakes to reimburse Belgium 
for sums borrowed of the Allies. 
| he reparation Commission was set up 
. with stipulated powers. 

Germany ceded to France the coal mines 
of the Saar Basin in part payment of rep- 
arations, and agreed to pay 20 billion gold 
marks before May 1, 1921. 

Germany agreed to make restitution for 
-eash, animals and other objects taken away, 
seized or sequestrated, including merchant 
ships, fishing boats, and boats of inland navi- 
gation. Undertakes to employ her economic 
‘resources directly to the physical restora- 
tion of the invaded areas. Deliveries of 
animals, coal, coal bi-products, dyestuffs, 
chemicals and submarine cables are to be 
made as pert of Reparation payments. Prop- 
-erty of the Reich in ceded territories to be 
credited on Reparation costs. Costs of the 
-armies of occupation to be paid by Germany. 
Costs of Reparation to be the first charge 
upon all assets and revenues of Germany. 

In Annex II, Sections 17 and 18, pro- 
visions for possible default in Reparation 
Payments are treated as follows: 

/ 17. In case of default by Germany in 
the performance of any obligation under 
this part of the present Treaty, the Com- 
mission will forthwith give notice of such de- 
fault to each of the interested Powers and 
may make such recommendations as to the 
action to be taken in consequence of such 
‘default as it may think necessary. 

“18. The measures which the Allied and 
| Associated Powers shall have the right _ to 
take, in case of voluntary default by Ger- 
many, and which Germany agrees not to re- 
‘gard as acts of war, may include economic 
and financial prohibitions and reprisals and, 
in general, such other measures as the re- 
spective governments may determine to be 
necessary in the circumstances.” 


January, 1920 
| Exchange—N. Y. $163.7 M. 


April 19-26, 1920 


Conference at San Remo. : ? 
Mr. Lloyd George suggested meeting with 
\German representatives. 


\z May 14-16, 1920 
| Conference at Lyinpne. 
. 


Franco-British Committee of Experts set 
up to consider methods of payments, 


—- 


June 19-22, 1920 


4 Ee peas conversation. 
tional Loan for Germany suggested. 


Interna- 


July 2-4, 1920 


_Brussels Conference. 
divided proportionately. 


July 5-16, 1920 


Spa Conference; German delegate present. 
Allied percentages confirmed. Coal _ de- 
mands_ reduced: 
_ Original liability of Germany in coal de- 
liveries for 1920-21: 


German payments 


DOMME Tanicel sy. svee, cs clr eee 25 million tons 

POM Blatant. 5 see aera 8 s ss 

pL Ome liGalliy amemts cites, acs cree BBace 1) ne LG 
otal! WN ase es bee 39 sé iM 


Germany professed inability to deliver 
more than 1,100,000 tons per month. Allies 
demanded two million tons per month for the 
next six months. Later Germany_ proposed 
1,400,000 tons per month starting October 1, 
1920, and 1,700,000 tons per month start- 
ing October 1, 1921. It was agreed that until 
January, 1921: (1) Germany was to deliver 
two million tons per month; (2) a premium 
of five gold marks was to be paid for each 
ton received; (3) the Allies were to seek to 
improve the condition of the miners, etc. 

Allied percentages of Reparation receipts 
fixed as follows: 


Prance ye aches 0 oy 's- 3 Ste eee 52% 
Greate Britain's. «0% ssieelmacttte : é 22% 
Tita ye Pofe% sis cists cou a:s'o: ovplbstateleitareretercetenete 10% 
Bel i ate accra co's. w anad ope eee eee pees otenetee 8% 
Greece, Roumania, Jugoslavia, etc. 64%% 
Japan & Portugal, each ...... steerer stats 4% 
Dec. 16-22, 1920 
Brussels Conference. 


Suggested that Allies be given lien on Ger- 
man customs receipts. 


Jan. 24-30, 1921 


First Paris 

Reparations to be paid in 42 annuities. 

Twelve per cent. levy on exports. 

“Sanctions” formulated. 

Five per cent premium per ton of coal de- 
livered, as agreed at Spa, lapses. 

Germany in default on coal shipments. 

Reparation Commission calls attention to a 
shortage of 500,000 tons. 


Conference. 


January, 1921 
Exchange—(N. Y.) 


February, 1921 


$1-62.5 M. 


Germany claims to have liquidated the 20 
billion gold marks obligation. 

Reparation Commission declares the Ger- 
man figures grossly inflated and demands 
payment of 1,000,000,000 by March and 12,- 
000,000,000 by May 1. ? 

Germany demands a “Valuation 
Commission.” : 

Reparation Commission orders the gold re- 
serve of the Reichsbank to be placed at Co- 


mixed 


logne and Coblentz as security. Germany 
protests. 

The American observer withdrawn from 
Reparation Commission. 


France presents a note to U. S. Govern- 
ment. f 

Germany asserts to United States her inten- 
tion of meeting payments and asks for an 
international loan. The Secretary of State re- 
plied that this Government holds Germany 
morally bound to make reparation so far as 
may be possible. 
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‘The Reparations Calendar 


Chronological Listing of the Many Events from the Armistice 
Down to the Recent Prohibition of Exports from the Rhur 


Mar. 1-7, 1921 


First London Conference. 

German counter-proposal to pay 30 billion 
gold marks rejected. 

Germany offers material and labor for re- 
construction. 

Ultimatum delivered to Germany. 


April 24, 1921 


_ German proposal to take over part Al- 
nee debts to the United States conditional on 
oan. 

United States Government refuses trans- 
mission of proposal to Allies. 


April 27, 1921 


Decision of Reparation Commission an- 
nounced. Germany to pay 132 billion gold 
marks and Belgian debt to Allies in annuities 
of 2 billion, plus 26 per cent. of export values. 

A, B and C bonds to be delivered. 

Committee of Guarantees set up. 


April 29, 1921 


Second London Conference assembled. 


May 5, 1921 


Second ultimatum to Germany putting into 
force the London Schedule of Payments. 
Article 12 states ‘‘The present schedule does 
not modify the provisions securing the exe- 
cution of the Treaty of Versailles, which are 
applicable to the stipulations of the present 
schedule.” 

Occupation of Ruhr threatened. 

Invitation sent to U. $. Government to 
appoint representative on the Supreme Coun- 
cil, the Reparation Commission and the Coun- 
cil of Ambassadors. Invitation accepted. 


May 11, 1921 


Unconditional acceptance. of decision of 
Reparation Commission by Germany. 


July 1, 1921 


Germany delivered Treasury Bonds 
A—12,000,000,000 Gold Marks. 


August, 1921 


Agreement between France and Germany 
that France shall deliver 3% million tons of 
Saar coal annually to Germany. 

Treaty of Peace signed between United 
States and Germany. he United States re- 
tains the rights to which it has become en- 
titled under the Armistice and which were 
stipulated for its benefit under the Treaty 
of Versailles. 


Series, 


Aug. 31, 1921 


Completion of the payment of 1,000,000,000 
gold marks demanded by the Reparation Com- 
mission on March 21; 150 million were paid 
during May in gold and foreign currency; 10 
million were held in Berlin at the disposal of 
the Commission; 840 million in three months’ 
Treasury bills were given in May. 

During the summer Germany accumulated 
credit in New York to meet the bills falling 


due. A final shipment of 68 million gold 
marks on August 31 completed the pay- 
ment. 


The Interallied Financial Committee agreed 
that the one billion marks should be divided 
between Great Britain for (the Army of Oc- 
cupation) and Belgium. France relinquished 
her share in consideration of receipts in kind 
being also debited with the value of 15 years’ 
production of the Saar coal fields, valued 
provisionally at 300 to 400 million gold marks. 

Cost of the Army of Occupation took pri- 
ority according to the Treaty, the scale of 
charges being based on man-power; France 
to receive 16 francs per man per day; Great 
Britain, the French scale plus two gold marks 
per day; the United States, the French scale 
plus three gold marks per day. 
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March, 1923 


i 


October 6, 1921 


Loucheur-Rathenau Agreement signed at 
Weisbaden arranging for direct supply of Rep- 
aration materials to France. 

Germany to deliver up to May 1, 1926, 
goods up to a maximum of 7 billion gold 
marks; prices to be fixed by mutual consent. 
Germany in no case to be credited with more 
than one billion gold marks each year. Ger- 
many to receive immediate credit up to a 
maximum of 45 per cent. of annual deliveries 
if less than one billion ‘gold marks, or 35 per 
cent. if more; the balance to carry interest 
at 5 per cent. per annum. Supplementary 
agreements for the delivery of live stocks, 


machinery, rolling stock, etc. 
Oct. 20, 1921 
Reparation Commission approves the Lou- 


cheur-Rathenau Agreement in principle. 


Oct. 2871921 


Germany delivered Treasury Bonds Series 
B—38,000,000,000 G. N.; also Series C—S82,- 
000,000,000 G. M. 


Nov. 15, 1921 


The first 26 per cent. export levy amount- 
ing to 300 million gold marks was covered by 
payments in kind prior to that date. 


Nov. 19, 1921 


Reparation Commission went to Berlin to 
discuss methods by which the German Govern- 
ment can meet installments due January 15 
and February 15, 1922. 


Jan. 8, 1922 


Cannes Conference assembled. 

Reparation. payments for 1922 agreed on. 

January and February payments reduced. 

Coal. demands fixed at 5,750,000 tons per 
quarter. 

Decided to call the conference at 
Germany and Russia to be invited. 

Provisional delay granted on payments due 
on Jan. 15 and February 15. 31 million gold 
marks to be paid every ten days. 


Jan. 11, 1922 


French Senate Committee for Foreign Af- 
fairs telegraphed to Premier Briand that all 
agreements must recognize the necessity for 
French reconstruction; there must be no re- 
duction of reparation demands, no modifica- 
tion of Belgian priority. 

Mr. Briand resigns. 

Genoa Conference. 

_Rapallo Treaty between Germany and Rus- 
sia. 


Genoa. 


Jan. 26, 1922 


Chancellor Wirth announces the Govern- 
ment’s taxation proposals, including a compul- 
sory loan of one billion gold marks a two 
per cent. business tax, etc. This is popularly 
called the ‘Fiscal Compromise.” Laws to 
be passed against speculation and the export 
of capital. 


Jan., 1922 
Exchange $1=192 M. 


February 27, 1922 


_Bemelman’s-Cuntze Agreement. First draft 
signed at this time. Amended and clarified 
June 2, 1922. 


February, 1922 
Exchange $1=208 M. 


March, 1922 


The Secretary of State sends a demand to 
the meeting of Allied Finance Ministers for 
reimbursement of the expenditures of the 
American Army of Occupation. Later notes 
were addressed to the Governments of Great 
Britain, France, Italy, Belgium and Japan af- 
firming that 966,374,000 gold marks were due 
to the United States. 


March 15, 1922 


Gillet-Ruppel Agreement. Re-affirmation of 
the Weisbaden Agreement with further stipu- 
lations that there shall be no preference of 
locality or concerns to be granted orders for 
delivery. It permits either the French or Ger- 


man governments to | maintain official 
organizations within the territory of the other 
for execution of the Agreement. Affirmed 
that deliveries made by Germany under this 
arrangement and under the Weisbaden Agree- 
ment are solely for use in restoration of the 
devastated regions of France. 


March 20, 1922 


The American troops on the Rhine were 
ordered home, except about 1,000 men. 

The Allies all recognized the American 
claim in principle. 


March 21, 1922 


Reparation Commission announces details of 
conditional, partial moratorium for balance of 
1922; 720 million gold marks in cash; 1,450 
million in kind to be paid for the year. 

In case of default of deliveries in kind by 
Germany during 1922, the following state- 
ment was included in Article I, Section (b) 
of the Agreement: 

“If the Reparation Commission finds, in 
the course of the year 1922, that deliveries 
in kind called for by France or her nationals 
or by any other Power entitled to reparation 
or its nationals in accordance with the pro- 
cedure laid down by the Treaty or in virtue 
of a procedure approved by the Reparation 
Commission and within the limits of the figures 
above indicated have not been effected by rea- 
son of obstruction on the part of the German 
Government or on the part of its organizations, 
or by reason of a breach of the procedure of 
the Treaty, or of a procedure approved by 
the Reparation Commission, additional equiva- 
lent cash payment sshall be exacted from Ger- 
many at the end of 1922 in replacement of 
the deliveries not effected.” 


The Allied Finance Ministers at Paris ap- 
proved the Loucheur-Rathenau Agreement for 
three years. Deferred credits not to exceed 
350 million gold marks in 1922; 750 million 
in 1923-24; total deferred on May 1, 1926, not 
to exceed 2,100,000,000 gold marks. Of the 
720 million in cash, Great Britain was to re- 
ceive 159 million, of which she would lend 
139 million to France; the remainder was to 
go toward the liquidation of Belgium’s prior- 
ity. 

Germany had paid 282 million in ten-day 
installments; 438 million in cash to be paid 
during the remainder of the year as follows: 
April 15, 18 millions; 50 millions monthly 
from May 15 to October 15, inclusive; 60 
million on Novembér 15 and December 15. Of 
payments in kind, 950 million to France: 50 
million to the other Allies, as far as orders 
should be placed. 


March, 1922 
Exchange $1=279 M. 


April 21, 1922 


_ Germany pays 18 million gold marks, accord- 
ing to the decision of March 21. 


April, 1922 
Exchange $1=289 M. 


May 16, 1922 


Germany pays 50 million gold marks, ac- 
cording to the decision of March 21. 


May 24, 1922 


Committee of Experts and Bankers meets 
to consider loan to Germany; finds loan im- 
possible under present schedule of payments. 
These experts include d. Amelio (Italy), Del- 
aroix (Belgium), R. Kindersley (Great  Brit- 
ain), Vissering (Holland), J. P. Morgan 
(United States), and Ch. Sergent (France). 
The Committee declared that no loan could 
be successful unless the investing public 
had confidence in the ability of Germany to 
meet her obligations. Such a loan would 
necessitate priority over other obligations of 
Germany. The French representative  dis- 
sented, saying that he could not contemplate 
any diminution of the rights of France as 
recognized by the Treaty. 


May 31, 1922 


Reparation Commission grants 
Moratorium, effective this date. 


May, 1922 


Exchange $1=291 M. 


Provisional 


7 
: 


kojunev2, 1922 7 


Bemelman’s-Cuntze Agreement—Final_ draft 
—to estabilsh a procedure for deliveries in 
kind. The Reparation Commission will accept 
contracts concluded between Allied and Ger- 
man nationals in accordance with ordinary 
commercial practice and will grant credit to 
Germany as for deliveries in kind. The Ger- 
man nationals receive payment from their own 


government. Lists of goods subject to these | 
agreements were drawn up. a 


June 15, 1922 


Germany pays 50 million gold marks. 


June, 1922 
Exchange $1 = 314 M. 


July 12, 1922 


Germany presents formal request for 2 
years’ moratorium. 


July 15, 1922 


Germany pays 32 million gold marks of the 
50 million due on this date. 


July 19, 1922 | 


Germany asks that monthly payments i | 
pre-war debts through the clearing houses be | 
reduced from 2 million pounds sterling to | 
500,000 pounds sterling up to December 31, | 

; 


i 


oO 


von 


1922. Also that payment for damages te 
property rights and interest of Allied Nations | 
be suspended. 4 


July 20, 1922 


Amended  Loucheur-Rathenau 
comes into operation. 


July 22, 1922 


Germany accepts further measures of finan- | 
cial control for the period of the expected 
moratorium; the Committeel of Guarantees | 
to supervise all German Government *| 


partments. R bi 
July 25, 1922 J 


German request of July 19 refused by the 
Allied Compensation Office. 4 


July, 1922 | 
Exchange $1 = 490 M. 


Aug. 1, 1922 


The Balfour note sent to France, Italy, 
Jugo-slavia, Roumania, Portugal, Greece with 
copy to the United States, stated that the 
payment of allied debts due to Great Britain 
were dependent on payments made by Great 
Britain to the United States. . | 

The French Government threatens ‘‘Mea- | 
sures of Retortion,’ unless assured by a 
gust 5 that the 2 million pounds sterling due 
on August 15 through the Clearing Houses 
on private debts would be paid. Fearing — 

60 


measures the German banks early in J 
removed their Paris balances amounting to 60 
to 70 million francs to Holland and =“ 


land. 
Ang oial9e2 a 


The Measures of Retortion introduced. — 
Adjustments of German claims on Fre 


nationals suspended. Payments to Germans | 
of war losses in Alsace-Lorraine suspend i, | 
etc. All German State 


roperty in Alsa 
Lorraine placed under seal. 

Germany paid only 500,000 pounds a 
failed to meet further payments. On October 
23 was freed from further payments und 
the Clearing House Scheme until July 23. 


Aug. 7-14, 1922 


Third London Conference. § 

France refuses to grant moratorium wil 
out further guarantees. 

France to propose the establishment of 
customs barrier on the eastern boundary oF 
the occupied area, the seizure of State-owned 
forests and mines in the Rhineland and a 
payment of the 26 per cent. export levy di: | 
rect to the Reparation Commission instead of 
to the Allied Treasurers; these proposals 
jected. : 

The British propose to reduce total 
reparation payments to not more than 26 
cent. of exports. Proposal rejected. 


March, 1923 


ie 


‘ Aug. 10, 1922 


A mixed Claims Commission set up to fix the 

amount of American claims against Germany. 
_ This Commission met in Washington in Octo- 
_ ber and its deliberations are now proceeding. 


Aug. 14, 1922 


 $tinnes-De Lubersac Agreement drawn up 
to effect deliveries in kind in conformity with 
the Wiesbaden Agreement. The Aktiengeseli- 
schaft fur Hochund-Tiefbau (Hoch-und-Tief) 
is to make Reparation deliveries in kind and 
to charge 6 per cent. or less of the purchase 
| price to cover expenses and profits. Deliveries 
are to be made by the Hoch-und-Tief to the 
Confederation Generale des Cooperatives des 

Beoons Devastees. _ Each company will be 
_ represented in the Council of the other, and 
goods accepted by the Hoch-und-Tief cannot be 
refused by the Confederation, all orders being 
distributed among various German concerns. 
Distribution of coal to be used for the manu- 
_ facture of these goods is to be made by Hugo 
| $tinnes and deductions made from Repara- 
tion requirements to France. This Agreement 
is to deal mainly in building materials. 


Aug. 31, 1922 


Reparation Commission grants six months’ 
moratorium; payment to Belgium Government 
to be made in Treasury bills. 


4 
4 

, * 
¢ 


=f 


é August, 1922 
; Exchange $1 = 1011 M. 


Sept. 18, 1922 


The Reichsbank guarantees the 
Treasury bills after negotiations 

_ Bank of England. 

The French delegate refuses to ratify the 
arrangement, holding guarantees insufficient. 


Sept. 25, 1922 


Germany handed over to the Reparation 
_ Commission Treasury bills for 96 million gold 
marks to be paid to Belgium; the balance of 
i four million being credited in respect of mer- 
} 


Belgian 
with the 


chandise. Subsequently these bills were dis- 
counted by British and Swiss banks. Since 
they will have a tenor of only six months 
| me rosult is to postpone cash payments until 


; Sept: 11922 
' Exchange $1 = 1462 M. 


i. Oct. 14, 1922 
i 


' The Reparation Commission to remove to 
' Berlin. 
__ The mark to be stabilized. France opposes. 
__ The Allied Clearing Offices free Germany 
from further payment of pre-war private debts 
until July, 1923. 
'' End of Oct. 
Reparation Commission goes to Berlin. 
Oct.11922 
|WeExchange $1 = 3012 M. 
August 1, 1922 
| _ A committee of private experts called by the 
German Government reports on the stabiliza- 
| tion of the German mark. The majority re- 
| fet signed by Brant, Castle, Jenks and 
Keynes consider stabilization possible if con- 
cessions were granted. A moratorium must 
be granted until payments can be made from a 
real surplus and not from the proceeds of 
fresh inflation. An independent board of ex- 
change control should be set up with an ade- 
| quate gold supply from the Reichbank. This 
| board to purchase paper marks at a fixed rate. 
| The minority report signed by Brant, DuBois 
/and Vissering recommended an external loan of 
$00 million gold marks, and 500 million 
Reichsbank participation in order to stabilize 
e mark. Germany to receive a moratorium 
spt the foreign loan is repaid. 
It Nov. 13, 1922 
_Germany proposes to advance the 500 mil- 
| lion and requests the adoption of the minority 
, Teport. 
_A moratorium is requested for three or four 
years covering cash payments and deliveries in 
kind, except those for the devastated areas. 


November, 1922 
Exchange $1 = 6803 M. 


Dec. 7-11, 1922 


Meeting of Allied Premiers in London. 

France declared that all proposals for a 
moratorium in 1923 must include additional 
guarantees. 

Germany submits a new proposal including 
a four year moratorium and internal and 
external loans to be backed by German in- 


dustrialists. 
Dec. 11, 1922 


Allied Premiers stated that the German plan 
was unanimously found to be unsatisfactory. 
nee Conference adjourned until January 2, 


1923. 
Dec. 2691922 


Reparation Commission declares Germany in 
voluntary default in timber deliveries to France 
during 1922. Great Britain declares that for 
this default Article I, Section (b) of the 
Agreement of March 21 should be applied, that 
is ‘“‘additional equivalent cash payments shall 
be exacted from Germany at the end of 1922 
in replacement of the deliveries not effected.” 
France, supported by Belgium and Italy, de- 
clare that since the French Government offi- 
cially invited the Commission to take note of 
the timber default, Annex II, Sections 17 and 
18 of the Treaty of Versailles must be ap- 
plied, that is, ‘tin general, such other measures 
as the respective governments may determine 
to be necessary in the circumstances.” 

he amount of the default was about 
500,000 gold marks, but the decision of the 
Commission to adopt the French point of view 
is significant. 


December, 1922 
Exchange $1 = 7353 M. 


Jan, 291923 


Allied Premiers met in Paris. 

British present new plan of reparation pay- 
ments, abolishing London Schedule of Pay- 
ments, substituting new series of bonds with 
four year moratorium, deferred interest at 
5 per cent., an opportunity for amortization 
loan of about 30 billion gold marks. 

French present plan for two year morator- 
ium, cancellation of C bonds as a set-off to 
interallied debts and guarantees in Germany 
amounting to one billion gold marks annually. 


Jan. 3, 1923 


French and British fail to agree on their re- 
spective plans. 

British leave conference, leaving the French, 
Belgians and Italians to discuss further plan. 

The moratorium now lapsed and the first 
quarterly payment under the London Schedule, 
amounting to 500 million gold marks, was 
due January 15. 


January 9, 1923 


The Reparation Commission declares Ger- 
many in default on coal deliveries during 
1922, Great Britain voting in the negative. 

France decides to seize ‘“‘productive guar- 
antee’’ and informs Germany to that effect. 


January 10, 1923 


United States troops on the Rhine ordered 


to return. 
Jan. 1) ag023 


French and Belgian troops with engineers 
and technical experts enter Essen and the 
surrounding Ruhr territory. 

Germany sends a note in protest to Allied 
Neutral Countries. 


Jan.) 1238923 


Premier Poincare brings forwards a new 
plan of reparation settlements which includes 
a moratorium for one year, the allied control 
of German finance, and a continuation of the 
Ruhr Valley occupation. 


Jan. 13% 91923 


The Reparation Commission 
payment of 500 million gold 
January 15 until February 1. 


Jan. 14, 1923 


Germany notifies the Allied Powers that de- 
liveries in kind and cash payments will be 
suspended to the Powers participating in the 
Ruhr oceupation, that is France and Belgium, 
owing to the alleged violation of the Treaty 
of Versailles by the aforesaid Powers. 


postpones the 
marks due on 
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Jan. 16, 1923 


The Reparation Commission declares Ger- 
many in default on deliveries in kind, other 
than coal and timber; this includes cattle, etc. 


Jan. 18, 1923 


France notifies the Rhineland High Com- 
mission to seize State-owned forests in the 
occupied territory and to collect the coal taxes 
formerly collected by the German Govern- 
ment. 

Car loads and barge loads of coal in the 
Ruhr are oes by the French au- 
thorities. — ritten acknowledgements are 
given which contain no promise to pay. 


Jan. 23, 1923 


Germany sends two notes to the Allied 
Powers protesting against the alleged viola- 
tion of the Treaty of Versailles in the oc- 
cupation of the Ruhr. 


Jan. 27, 1923 


Germany declared in general default on 
payments in cash and kind to France and. 
Belgium on the basis of the German note of 
January 14, suspending payments to those 
Powers. 

Germany notified that the 1922 moratorium 
lapsed on January 1 and that the London 
Schedule of Payments is effective from that 


date. 
Janewoil; 1925 


The export of Ruhr coal to unoccupied Ger- 
many prohibited. 


January, 1923 
Exchange $1 = 14,285 M. 


Feb. 4, 1923 


France extends the occupation of the Kehl 
bridge head in order to control railway com- 
munication from the Rhineland to Switzerland 
and Italy. 

French troops occupy the towns of Appen- 
weier and Offenburg under provisions of 
Article 367, Treaty of Versailles, which pro- 
vides that Germany shall for this purpose 
accept trains and carriages coming from the 
territories of the Allies and Associated Powers 
and shall forward them with a speed at least 
equal to that of her best long distance trains 
on the same lines. 


Feb. 13, 1923 


Belgian troops occupy the towns of Wesel 
and Emmerich. 


Feb. 14, 1923 


All exports from the Ruhr prohibited. In- 
dustry in the Ruhr district almost completely 
at a standstill. 


PRESENT STATUS OF REPARATIONS 
Last Published Accounts Reparation Com- 


mission, Total Payments and. Balance Owing 
up to October 31, 1922: 


: (In thousands of Gold Marks) 
Paym’ts Made Bal. Due 


On Pre-May 1, 1921, 
Army Costs and Coal 


Ady ATICES! ety ncttis.s 220 19.809 926,487 
On capital debt ...... 2,553,905 134,950,095 
On Post-May 1, 1921, 

AFI Ve COSES.. alacin ict s 296,346 59,136 
On Schedule of Payments a/c: 

On installments due 

Loe Oct 9L2 wane ee l7 coe 1,930,784 

On installments fall- 

ing due 15 Noy. 
LOD Eri twat ss 29,050 29,050 
Net Army Payments 
Credited to Germany 650,000 
Total = 8,275,000 137,895,553 


Additional Army Costs since October 31 are 
accumulating at the following rate: 

French and Belgian troops, 16 francs per 
man per day, British troops, 16 francs plus 2 
gold marks per man per day, American troops, 
16 francs plus 3 gold marks per man per day 
to January 24, 1923. 

In March, 1923, the first series of six months’ 
Treasury bills given to Belgium fall due. 

In July, 1923, two million sterling per 
month are due through the Clearing House 
Scheme for repayment of pre-war private 
debts. 


Making the Farm Pay Better 


By PROF. D. H. OTIS 


Director, Agricultural]Commission, American Bankers Association 


Three Years of Trial of the 
Plan Has Demonstrated its Usefulness. 


Banker-Farmer 
Raises the Standard of 


Exchange 


Livestcck. Better Results and a Better Market Without Material 


Increase of Cost to the Farmer. 


T is self-evident that the raising 
of first class cattle and the 
planting of pure-bred seeds 

take but little if any more time 
than will inferior cattle and in- 
ferior seeds; that with improved 
livestock and dependable seed the 
earnings of the farmer are sure to 
increase in volume and in value. 
That thought was the forerunner of 
the Banker-Farmer Exchange idea 
—a plan by which the banker might 
aid the farmer toward the posses- 
sion of better cattle and the pro- 
duction of better crops and find a 
ready market for his surplus. 

The Banker-Farmer Exchange 
was born on a boat-trip at the time 
of the Annual Meeting of the Wis- 
consin Bankers Association in 
1919. The plan was proposed by 
the Agricultural Committee of the 
Association, of which Burton M. 
Smith was Chairman. In order to 
get it started, the Bankers of the 
State subscribed to a guarantee 
fund of $10,000, covering a period 
of two years. 

After three years of operation 
during which time there has been 
opportunity to give the plan a thor- 
ough test, the Banker-Farmer Ex- 
change of the Wisconsin Bankers 
Association has been found to be an 
actual and a decided help to farm- 
ers, and incidentally to the banks 
of farming communities. 


Working of the Exchange 


The plan by which the idea is 
worked out is as follows: 

Any farmer in the State who has 
any grade or pure-bred livestock 
for sale can step into the bank 
where he does his banking business 
and on blanks furnished to the bank 
can list what he has to offer giving 
the number, age, color, records, and 
price, etc. Any farmer who wishes 
to purchase a horse or a cow or 


even a carload of stock can notify 
the banker of the kind and number 
of stock that he wishes. These list- 
ings are sent to a central office 
where the prospective purchaser is 
put in touch with the listings of 
stock for sale that come the near- 
est to meeting his requirements, 
and which are as near as possible 
to his locality. 


Using Reliable Field Men 


With the development of the 
work of the Banker-Farmer Ex- 
change, we found that there was a 
large number of inquiries coming 
in for carload lots of improved 
dairy cattle. In order to handle 
these buyers efficiently it was neces- 
sary to secure reliable field men. 
This was done by getting in touch 
with local banks and having the 
banker recommend a reliable man 
who was a good judge of stock, 
who was well acquainted with the 
farmers, and commanded their re- 
spect, and who was in a position to 
meet buyers with his automobile 
and take them from farm to farm, 
show them the stock that was for 
sale, and when found satisfactory 
by the buyer, help in assembling, 
testing and shipping. These field 
men are expected to keep posted on 
the livestock for sale in their re- 
spective communities. They are to 
steer the buyers from herds that are 
known to be affected with tuber- 
culosis, or that have contagious 
abortion, in other words these field 
men are expected to give a square 
deal to both the seller and the 
buyer. For the services rendered 
by the Banker-Farmer Exchange 
including the services of the field 
man and his automobile, the buyer 
pays a five percent. commission. 
This commission is divided equally 
with the local field man. 
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Increases Community Wealth 


The 1922 Report 


During 1922 the Banker-Farmer 
Exchange experienced a marked 
growth. It had inquiries for over 
12,000 head of dairy cattle, an in- 
crease of 50 percent over the pre- 
ceding year. The’ records show 
58 carloads sold as compared with 
twenty-three carloads in 1921. Of 
these nine carloads went to the state 
of Maryland, eight to Illinois, four 
each to Ohio and Minnesota, three 
each to Iowa, North Dakota, and 
Missouri, two each to Montana, 
South Dakota, Florida, Mississippi, 
and Canada, and one each to Wash- 
ington, Michigan, Indiana, Georgia, 
New York and Kansas, the bal- 
ance were sold to parties in Wis- 
consin. 


Total Sales 


The value of the livestock sold 
during the year amounted to 
$115,575 as compared with $37,092 
in 1921. ‘The business transacted 
during the year showed an increase 
of over 165 per cent. 

An encouraging feature of the 
work is found in the repeat orders. 
Buyers seem to be pleased with the 
service they have received and are 
not only coming back themselves 
but are referring others to the Ex- 
change. 

Another encouraging feature of 
the work is the increased interest 
that is developing in the State. 
Parties are writing the Exchange 
for bulls with records and certain 
lines of breeding, they are also 
writing for cows and heifers for 
foundation stock. With the de 
velopment of this type of work, the 
Exchange will be of material assist- 
ance in developing and improving 
the livestock of the State. : 


ie 


| CONGRESSIONAL, _inves- 
A tigation has been authorized 
to ascertain why there are 
‘not more state banks availing them- 
selves of the benefits of member- 
ship in the Federal Reserve Sys- 
tem. 

One big element in the security 
and stability of a bank lies in the 
confidence of the people of the 
‘community in which the bank is 
_ located. No business is quite so 
‘sensitive to public opinion as bank- 

ing. Raise a question as to the in- 
tegrity of a bank and, no matter 
how lacking that question may be 
im merit, the institution is threat- 
ened with a blight which may carry 
it down to destruction in a few 
days. 

- In the conduct of this new in- 
vestigation of the Federal Reserve 
System it might be worth while to 
give due consideration to the sensi- 
tive feature of banking, for the Sys- 
tem is not immune from the in- 
fluence of suspicion. Will this pro- 
posed investigation bring to light 
anything of sufficient value to out- 
weigh the resulting dama~e in im- 
pairment of confidence it hostility or 
prejudice make this the occasion 
for the continuation of attacks upon 
ait? A not very remote inquiry 
delved deeply into the affairs of 
‘the System. Apparently everything 
which this new investigation might 
touch upon has been anticipated and 
will be found in the volumin- 
‘es records that are available. 

The unfortunate thing in connec- 
tion with the new proposal is that 
a Congressional Investigation is 
like a mammoth sounding-board 
which throws news to the farthest 
corners of the country, but does not 
differentiate impartially between 
facts and suspicions. The spec- 
tacular half-truth frequently gets 
‘the front pages of the newspapers, 
while on the following day the 
other half of the story, which 
would give an entirely different 
jaspect of the situation, is lost in 
obscurity, thus leaving in effect a 
clear track for the mischief-making 
half-truth. And when after many 
months the whole story of the in- 
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vestigation is completed, in printed 
reports, nobody wants these vol- 
umes or has time to read them. 

The Federal Reserve System, 
which is serving the banks, serving 
the individual through his local 
bank, and in turn the business of 
the country, ought at least to be 
entitled to the same business con- 
sideration as is the local bank,—not 
as a matter of mere sentiment, but 
as a matter of plain, hard-headed 
business ! 


Start Now 


A mere warning of the danger of 
contracting a contagious disease 
ought to be sufficient in any intelli- 
gent community, but experience 
shows that a mere warning is not 
sufficient ; quarantines are necessary. 
People have to be protected by re- 
peated cautions and sometimes forc- 
ibly kept away from contagion even 
though they know of their own 
knowledge all the dangers en- 
tailed. A counterpart of this ec- 
centricity of intelligence is found in 
things relating to business and to 
property. Though the whole world 
may be cognizant of an epidemic of 
false theories relative to business or 
government or both; though the 
evidences of sorrow, ruin and mis- 
ery which false theories cause 
may be abundant and close at hand 
—not merely available for whoever 
seeks but actually thrust upon pub- 
lic attention—there are still men 
who will expose themselves and 
suffer the blight of the fallacies. 


_ The story of financial wreckage 
and ruin caused in North Dakota - 


by the Non-Partisan League is too 
familiar and too recent to have been 
forgotten, but notwithstanding that 
disaster, there has been introduced 
in the Legislature of’ Arkansas, a 
bill to appropriate $1,000,000 for 
the establishment of the Bank of 
Arkansas. There has also been in- 
troduced a resolution providing for 
a Constitutional amendment that 
would repudiate issues of bonds 
such as those for drainage and the 
construction of roads. In Texas 
also there has been observed the 
effects of agitation suggestive of 
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Some of the Major Problems 


the epidemic which ran its course in 
North Dakota. 

“Of course,” says the Arkansas 
Banker, “neither this bill nor this 
resolution will be passed at this 
legislative session, but they con- 
stitute the entering wedge for a 
dangerous and misguided  senti- 
ment. 


“Vice is a monster of so frightful mien, 

As, to be hated, needs but to be seen; 

Yet, seen too often familiar with her 
face, 

We first "endure, then pity, then embrace. 


, 


“So it is with propaganda of the 
Non-Partisan League sort. It was 
that way in North Dakota—first 
unthinkable, then steadily grappling 
the body politic until all sound 
principles were cast aside by a tri- 
umphant horde of duped citizens. 
God forbid that it shall grow to any 
extent in Arkansas!” 

Fallacies of this kind usually gain 
headway because at first they are 
ignored or not vigorously com- 
bated by the men who know the 
dangers. The banker is the cus- 
todian of the people’s money. He 
ought to be as active and vigorous 
in his resistance to such movements 
as he would be if there was re- 
ported to him an elaborate plan for 
robbing or defrauding his bank, for 
the effect of crazy legislation is 
likely to be the same! 


Not Due to Banks 


An economic writer declares that 
all the present troubles of the world 
are due to banks and to a desire to 
control oil supplies, and proceeds to 
“prove | his case.’..But the recent 
troubles of the world, as well as 
those extending back to the days 
when men fought with clubs and 
knives, are due to fear, suspicion, 
selfishness, and the inborn desire of 
the individual for liberty and the 
enjoyment of the fruits of his own 
labor. The selfish ambitions of one 
man will contaminate a nation, as 
it did in the case of Germany; the 
fear of aggression will cause its 
neighbors to arm and sleep on their 
arms, as did Germany’s neighbors. 
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The Way to Resume 


After the Civil War in this coun- 
try Horace Greeley, w ith sound 
common sense, declared: “The way 
to resume is to resume!” He kept 
that bit of advice standing in every 
issue of the New York Tribune. It 
was good doctrine and, situated as 
we were, more easily followed 
under the conditions then prevail- 
ing in America than under the con- 
ditions now _ prevailing abroad. 
Greeley and his adherents insisted 
upon an immediate return to specie 
payments, but for the rebuilding of 
agricultural prosperity abroad there 
is still no better plan. 


Crop Curtailment 


Competent authority says that 
America must, during the present 
year, feed about three million Rus- 
sians. It is not to be expected that 
a lone farmer in Montana, Kansas, 
Missouri or Ohio, in planning his 
acreage for the coming season, will 
be greatly influenced by that fact. 
Any altruistic consideration he may 
have is pretty sure to be stifled by 
the stern remembrance of last 
year’s prices, present prices and 
market conditions, his notes in the 
bank, and the bank’s own trouble 
in carrying him. Nevertheless this 
country ought not lose sight of the 
fact that one reason why Russia 
is hungry is that her own people 
refused to till the soil because they 
—according to’ their judgment— 
had good reasons for deserting it. 
They fled from dangers they knew 
of to dangers that they knew not 
of. They refused to make such 
harvest as they could, and so pre- 
pared the way for Famine to reap 
its greatest harvest ! 


Turning a Disadvantage 


“A reassuring prospect in the 
face of what would otherwise be a 
paralyzing blow,” is the way Chair- 
man Frederick Craufurd Good- 
enough of the Barclays Bank, Lim- 
ited, of London, summed up the 
situation in which business in Great 
Britain finds itself as the result of 
the American ‘Tariff. In his “ad- 
dress at the general meeting of the 
shareholders, Mr. Goodenough pre- 
sents a word picture of Great Brit- 
ain, true to its traditions, turning a 


disadvantage into an advantage. 
Only little imagination is needed to 
visualize a vast world-wide com- 
mercial extension of the Empire 
which will meet and properly adjust 
British interests to the new condi- 
tion which our tariff created. 


Seeking New Sources 


“The effect of the Fordney Tar- 
iff,’ said Chairman Goodenough, 
“must be to compel us to seek new 
sources of supply of foodstuffs and 
taw materials and to develop mar- 
kets in other parts of the world, for 
our trade, especially in India, with 
its great population, and in the East, 
and in the Dominions and Colonies 
of the British Empire, who in their 
turn can send to America their raw 
materials and other merchandise 
which America cannot produce for 
herself. 

“In this way, we shall still use 
the products of our industry to dis- 
charge our obligations to America, 
even although America will no long- 
er accept our manufactures direct 
upon reasonable terms owing to the 
operation of the Fordney Act. 
Moreover, in this way we shall reap 
the fruit of the policy of Empire 
development upon which so much 
of British resources and enterprise 
has been spent in the past. It is a 
reassuring prospect ,in the face of 
what could not otherwise fail to be 
a paralyzing blow. It is a prospect 


worthy of our energies and our am- 


bitions, and of the great traditions 
of our race. It is a policy of con- 
solidation, but coupled with expan- 
sion and progress. In the develop- 
ment of this great policy, we shall 
lighten and relieve the losses that 
we have suffered in the war and in 
its aftermath. It will afford great 
opportunities for employment and 
for advancement, both for men and 
for women who are ready to take 
advantage of them. It will afford 
our people an outlet to satisfy the 
natural desire for progress and for 
betterment, which is perhaps one of 
the fundamental causes of much of 
the unrest of the present time. 
“There are many ways by which 
such a policy may be encouraged 
and matured. The Dominions and 
Colonies of the Empire can invite 
our would-be settlers there. If they 
are experiencing a wave of de- 
pression today, it is partly for want 


of population, which is the first es- 
sential to trade, and we on our part 
can and should provide the funds, 
for fresh development. The Lon-| 
don market can make loans, but be-| 
sides this, direct advances might be! 
made by the British Government to 
promote schemes of development in 
their initial stages, until such a, 
period as they are ripe for the at-| 
tention of the permanent investor.! 

“Railways can be built and lands) 
at present unproductive can be. 
opened up for the production of) 
these necessaries which are indis-. 
pensable to a growing population, 
and to the people of those other 
parts who cannot themselves pro- 
vide for their daily needs. 

“Such a policy, backed by the: 
credit and resources of this coun-| 
try, should serve to remove many | 
of our present difficulties and build’ 
up a strong position for the future.” 


A. B. A. Delegates to Rome _ P| 


f 
. 


The second general meeting of the tn. 
ternational Chamber of Commerce will 
be held March 19-26 at Rome, Italy, and | 
will take up problems of world busi-- 
ness conditions. The delegates of the 
American Bankers Association appointed | 
to represent it at the meeting are as 
follows: Fred I. Kent, Vice- Pregl 
Bankers Trust Company, New York, | 
chairman; George M. Reynolds, Chair- | 
man of the Board, Continental & Com- 
mercial Bank, Chicago; Oliver C. Fal- 
ler, President, First Wisconsin National | 
Bank, Milwaukee; 


Melville A. Traylor, | 
President, First Trust & Savings Bank, | 
Chicago; Oliver J. Sands, President | 
American National Bank, Richmond, Ls | 

] 


" 


% 


io 
New Bank Supervisors | 
The following changes have ae 
made in the banking ‘departments of 
various states: -A. E. Jackson succeeds 
H. H. Montgomery as Superintendent of. 
Banking in Alabama; J. Frank Johnson | 
succeeds Jonathan S. "Dodge as Superin- | 
tendent of Banks of California; C. a. 
Peterson succeeds F. H. Foster as Bank | 
Commissioner in Kansas; Joe H. Strain 
succeeds Roy Wolcott as Bank Commis- 
sioner in Oklahoma; and Dwight J. 
Parker succeeds Marshall Cousins as 
Commissioner of pane in Wisconsin 
A successor to J. Hart, State Ba 
Commissioner of Aer has not | 
been appointed. ‘Thomas K. eee 
Acting Bank Commissioner of oa LA 
sey since the death of Wm. Tuttle, 
Jr., February 11, 1923., No Pe ap- 
pointment has yet been made. 


“Stock Dividend on Pledged Stock 


A bank as pledgee of stock of a 
national bank is entitled to a stock 
dividend declared by the bank upon 
such stock, as against estate of the 
| pledgor. 


From New Jersey: A peculiar case 
has arisen in connection with: a loan 
_ that we made some time ago to an indi- 
vidual now deceased. This loan was 
-secured by certain shares of stock of a 
‘national bank. Shortly after the indi- 
_yvidual’s decease, it was learned that 
his estate was insolvent, and the bank, 
‘whose stock collateraled the loan, was 
appointed administrator. Subsequently, 
the bank declared a stock dividend which 
naturally depreciated the value of the 
shares of stock held by us as collateral. 
We made a demand upon the adminis- 
trators for the delivery of the stock rep- 
resented by the stock dividend, and our 
demand met with refusal on their part, 
they claiming this stock dividend to be 
the property of the estate. The situa- 
tion is entirely new, being caused by the 
declaration of a stock dividend, which is 
|More or less a new departure of cor- 
porations. 

_ It would seem, in the case you 
state, that your bank, as pledgee of 
the stock, is entitled to the stock 
dividend and the bank has a right 
of action against the estate of the 
deceased pledgor for its recovery. 
The rule is well settled that divi- 
-dends accruing upon pledged stock 
| belong to the pledgee. (Hunsaker 
'y. Sturgis, 29 Cal. 142; McCrea v. 
‘Yule, 68 N. J. L. 465; Herman v. 
Waxwell, 15 J.& S. (N. Y.) 347; 
‘Boyd v. Conshohocken &c. Mills, 
imo Pa. St. 363). A pledgee is en- 
| titled to collect a cash dividend 
“upon stock, and to hold it as he 
holds the stock itself. (Hagar v. 
Union Nat. Bank, 63 Me. 509; Cen- 
geal Nebr. Nat. Bank v. Wilder, 
32 Nebr. 454; McCrea v. Yule, 68 
N. J. L. 465). If the pledgee omits 
_to obtain a transfer upon the books 
of the corporation, the corporation 
is, of course, justified in paying the 
dividends to the pledgor; but the 
| iad is a trustee of the pledgee 
therefor, and must account to him. 
lhe dividends follow the legal title 
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in such a case as between the par- 
ties, for, until the corporation is 
wound up, all there is of a share 
is a right to future profits or divi- 
dends. If the pledgor collects the 
dividends, he holds them in trust 
for the pledgee, and an action to 
recover them may be maintained 
by the pledgee. (Guarantee Co. v. 
East Rome Town Co., 96 Ga. 511; 
Gaty v. Holliday, 8 Mo. App. 118; 
Meredith &c. Sav. Bank v. Mar- 
shall, 68 N. H. 417; Hill v. Newich- 
awanick=.Co., 71 0a Ngee oo. 
McCrea v. Yule, 68 N. J. L. 465; 
American Nat. Bank v. Nashville 
&e: BlCo. (Tenn) 3Ghae Wao) : 
The above rule likewise applies to 
an issue of new stock in the nature 
of a stock dividend. (Fairbanks v. 
Merchants’ Nat. Bank, 132 Ill. 120, 
22 N. E. 524; Jones on Collateral 
Securities, Sec. 398): | 


‘ 


Guaranty to Bank 


A executes‘a guaranty to a bank 
covering present and future indebt- 
edness of X Company with authority 
to the bank to extend the time of 
payment without notice. After the 
death of the guarantor the bank 
renews a note of X Company, re- 
turning the old note as paid. Ques- 
tion arises whether the guarantor’s 
estate is released. Opinion: The 
guaranty was terminated as to fu- 
ture transactions by the guarantor’s 
death and notice thereof and as his 
death revoked his consent to a re- 
newal, his estate is released from 
liability. 


From Illinois:—We enclose copy of 
guaranty contract we are using: (Form 
of bank guaranty recites that for value 
received and to enable X Company to 
obtain credit from time to time from 
the bank, the guarantor requests exten- 
sion of credit to X Company and guar- 
antees payment at maturity or there- 
after of all indebtedness, liabilities and 
obligations of X Company now owing or 
due or which may hereafter be owing 
or due and howsoever heretofore or 
hereafter created. The guaranty con- 
tains a clause authorizing and giving 
consent to the bank to extend the time 
of payment without notice to the guar- 
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antor and a further clause which makes 
the guaranty binding upon his heirs, 
legal representatives and assigns.) <A 
certain guarantor died about two months 
ago and the indebtedness which he guar- 
anteed was evidenced by several notes. 
Two of these were renewed last week, 
the past due notes being returned to the 
debtor company marked “Paid by re- 
newal.” Is it your opinion that delivery 
of these cancelled notes releases the 
estate as to that amount. The estate has 
not been closed. 


The general rule is that where 
the guaranty is one which could be 
ended at the will of the guarantor, 
while living, it will be terminated 
as to future transactions by his 
death and notice thereof. (Valen- 
tine v. Donohoe-Kelly Bank. Co., 
133. Cal, 19); ivland a Habich, 
150 Mass. 112; In re Kelley, 173 
Mich. 492, 139 N. W. 250; Hard v. 
Mingle, 206 N. Y. 179, 99 N. E. 
542; Spokane Exch. Nat. Bank v. 
Hunt, 75 Wash. 513, 135 Pac. 224). 
But such termination will not affect — 
transactions which were executed 
prior to such death. (Hard v. Min- 
ele 200-Ne Y.179799 N 2h..-542):. 
And while the rule is well recog- 
nized that a guarantor is not dis- 
charged by an extension of time for 
payment or performance if he con- 
sents thereto, as where the contract 
of guaranty expressly or impliedly 
provides for the extension, (Mc 
Geever v. Terre Haute Brew. Co. 
201° Ala: 290). 78 So: 66: Valley 
Nat. Bank v. Cownie, 164 Iowa 
421+: Union Trust Co. v. Knabe, 122 
Md. 584. 89 Atl. 1106; Woelfel 
Rotan Grocery «Co. /["Tex.. Civ. 
App.] 184 S. W. 803) or provides 
that any extension of time shall not 
release the guarantor from liability, 
(Redondo First Nat. Bank v: 
Spaldinewad gt SCal. 217.7170. Rac: 
407 ; Heberling &c. Medicine Co. v. 
Smith, 201 Ill. App. 126; Deering v. 
Russell, 5 N. Dak. 319; Koenigs- 
berg v. Lennig, 161 Pa. St. 171; 
Neblett v. Cooper Grocery Co. 
Chexi ri pOasrs Wako) oyetsthe 
rule has been laid down in several 
jurisdictions, and among them Ilh- 
nois, that extending the time of 
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payment of the principal’s obliga- 
tion after the guarantor’s death, or 
renewing a note after such death, 
is not binding on the guarantor’s 
estate. (Home Nat. Bank v. Es- 
tate of Waterman, 134 IIl. 461, af- 
firming 30 Ill. App. 535, where it 
was held that the death of a surety 
operates as a revocation of the au- 
thority of the guarantee, under an 
agreement, to make a contract for 
the extension of the time of pay- 
ment; Nat. Eagle Bank v. Hunt, 
1G sRe L148 )e 

Under this Illinois decision it 
would appear that in the case sub- 
mitted, the estate of the deceased 
is released from liability on the two 
notes renewed after the death of 
the guarantor, since his death re- 
voked his consent to renewals and 
extensions of such notes. 


Stop Payment of Check 


Where the drawer stops pay- 
ment of his check the bank is under 
no duty to a holder in due course 
subsequently presenting the check, 
to set aside the amount in a special 
fund; but must refuse to pay the 
check and leave the holder to his re- 
course upon the drawer and prior 
indorser. 


From Indiana:—A check is presented 
to the drawee by a holder in due course 
who is an indorser subsequent to the 
payee. Payment of the check having 
been previously stopped, the check is 
marked “payment stopped” and handed 
back to the holder. Is the bank in duty 
bound, or is it advisable for the bank, 
under any circumstances, to charge the 
maker’s account and lay aside in escrow 
the amount of the check pending a 
settlement by suit or otherwise to deter- 
mine who is entitled to the money? 


There is no duty or obligation 
on the part of a drawee bank where 
payment of a check has been 
stopped and it is later presented by 
a holder in due course, to charge 
the maker’s account therewith and 
set aside the amount in a special 
fund, pending determination of the 
right thereto as between the holder 
in due course of the check and the 
drawer. Under Section 189 of the 
Negotiable Instruments Act (Sec. 
9089 (g) 7, Burns Anno. Ind. 
Stat.) “a check of itself does not 
operate as an assignment of any 
part of the funds to the credit of 
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the drawer with the bank and the 
bank is not liable to the holder un- 
less and until it accepts or certifies 
the-check:% 

A check being a mere order upon 
and authority to the bank to pay, it 


- follows that when the drawer stops 


payment of his check he revokes 
the authority of the bank to pay it 
and in the face of such revocation, 
the bank has no right or authority 
to pay and charge the check to the 
account of the drawer and set the 
amount aside as a special fund. 
The bank’s duty and obligation runs 
to the drawer and not to the holder. 
If the bank should set aside the 
fund and refuse to pay a subse- 
quent check of the drawer it would 
be liable to him in damages. But 
if the bank obeys the stop order, 
the holder has no recourse upon it 
and is limited to an action against 
the drawer and prior indorser upon 
the stopped check. 


Deed to “A and Heirs of Her 
Body” 


A deed to “A and heirs of her 
body” 1s to be construed as convey- 
img an estate in fee simple to A, so 
that a mortgage by A and her hus- 
band operates as a lien upon the 
whole estate created. 


{ 


From Kansas:—A deed was made to 
“Sarah Jones and the heirs of her body.” 
Sarah Jones and her husband gave a 
mortgage on this property. Will this 
mortgage be a lien on the entire tract 
of land? At the time-the deed was given 
there were two children. At the pre- 
sent time there are six. If Sarah Jones 
does not have title to all the property, 
what portion does she control? 


The words “heirs of the body” 
when used in a deed as words of 
limitation indicate all those persons 
who, upon the death of the imme- 
diate ancestor, succeed to the estate 
from generation to generation. 
(Aetna L. Ins. Co. v. Hoppin, 249 
Ill. 406, 94 N. FE. 669). 

Such words are presumed to be 
used technically unless the contrary 
appears on the face of the instru- 
ment. (Dotson v. Kentland Coal 
&c. Co., 150° Ky)605150 SHWrG): 

And where these or equivalent 
words are used in a grant to a per- 
son and such heirs, they will be con- 
strued as words of limitation and 
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will pass the fee to the first named 
grantee, (Bradford v. Howell, 42. 
Ala. 422; Braze v. Henson, (Ark.) 
195 S. W. 359; Lane v. Cordell 147) 
Ga. 100; Lane v. Utz, 130 Ind. 235,| 
holding that a deed which “con-) 
veys and warrants” certain real es- 
tate to the grantee “and to the heirs| 
of her body,” falls within the rule 
in Shelly’s Case, and vests in such 
grantee an absolute fee] ; Duncan 
v. Medley, 160 Ky. 784, 191 S. W.) 
520; Ware v. Richardson 3 Md.| 
505; McKenzie v. Jones, 39 Miss.) 
230; Brant v. Gelston 2 Johns. 
Cases (N. Y.) 384; Marsh v. Grif- 
fin, 136 N. C. 333; Bingham ge 
Weller, 113 Tenn. 70; Singletary 
v. Hill, 43 Tex. 588) unless it ape | 
pears from the instrument that they | 
were used as words of description | 
to designate certain persons, in- 
which case they will be construed 
as words of purchase and not of 
limitation, (Aetna L. Ins. Comm 
Hoppin, 214 Fed. 928; May v.| 
Ritchie, 65 Ala. 602; Jarvis 
Quigley, 10 B. Mon. (Ky.) 104; 
Fanning v. Doane 128 Mo. 323; 
Jones v. Whichard, 163 N. C. 241; 
Self v. Tune, 6 Munf. (Va.) 470) 
as where by the context they are 
shown to have been used in the | 
sense of “children.” (Wilsle Ww 
McGraw, 91 Ala. 631; Adams ¥y. 
Merrill, 45 Ind. App. 315; Scotty | 
Scott, 172 Ky. 658, 190 S. W. 1435 | 
Rembert v. Evans, 86 S. C. 445) | 


They will not be construed to | 
mean “children” where such inter- | 
pretation would defeat the clear in- 
tention of the grantor to convey his 
entire estate in the land. (Braynan 


v. Tribble, (S. C.) 95 S: Batezam 


A familiar canon of construction | 
is that where the terms of a deed | 
are so ambiguous that the mind is | 
left in doubt as to whether the deed | 

| 
| 
| 


is intended to pass the fee in the 
land or a life estate, it will be con- | 
strued to pass a fee rather than a | 
life estate or a joint estate, and this | 
construction should prevail where | 
the language does not indicate the | 
purpose to convey a life estate or | 
any estate less than a fee. (Belcher | 
v. Ramey, 173 Ky. 785, 191 S Vie 
520, (holding that where the words — 
“heirs of the body,” “bodily heirs,” 
“heirs lawfully begotten of the 
body,” and other similar expres- 
sions are used in a conveyance, they — 
are construed to be words of limita- 
tion and not of purchase, and to 
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create estates tail, at common law, 
which by the statute, are converted 
into fees, and this construction 
must be placed upon such words, 
unless from the consideration of the 
entire deed there appears something 
else in the deed from which it may 
be concluded that these words or 
others of similar import were used 
in a sense different from their legal 
meaning, as for instance in the 
sense of the word “children.” ) 

In -Duffeld v. Duffield, (Il. 
1920) 127 N. E. 709, where the 
grantee in the deed was “John J. 
Duffield and the heirs of his body, 
grantee,’ it was held that the grant- 


ing clause conveyed without limita-: 


tion an estate in the present posses- 
sion to the grantee named in the 
premises, and that a fee-simple, not 
a fee-tail, estate was conveyed, 
since there could be no heirs of the 
body of a living person, and the 
named individual was therefore the 


sole grantee. 


And see Duffield v. Duffield 268 
Ill. 29, 108 N. E. 673, holding that 
a deed naming “Henry T. Duffield 
and the heirs of his body, grantee,” 
and by which the grantor “grants, 
bargains, sells and conveys unto 
said grantee” certain described 
lands, there being no habendum 
clause, does not purport to grant a 
future estate or a life estate to the 
said Duffield with remainder to the 
heirs of his body, but purports to 
grant an immediate estate in pos- 
session. 

From the foregoing rules of con- 
struction it would seem to be clear 
that in the case submitted the deed 
should be construed as conveying 
an estate in fee simple to “Sarah 
Jones,” and that the mortgage exe- 
cuted jointly by her and her hus- 
band operates as a lien upon the 
whole estate created and conveyed 
by the deed in question. 


Liability of Pledgee of National 
Bank Stock 


The holder of a note secured by 
National bank stock collateral in- 
quires as to his lability for assess- 
ment ayainst such stock in event of 
failure of the bank. Opinion: The 
pledgee is not liable for assessment 
as stockholder, unless the stock has 
been transferred on the books to 
him in such manner as to make it 
appear that he is the real owner. 
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From Kansas:—“A”. holds a _ note 
executed by “B” and secured, among 
other collateral, by national bank stock. 
Reports of the conditions of the na- 
tional bank, whose stock was held among 
these collaterals are not very favorable 
and the holder of the note is relying 
largely upon other collateral for his se- 
curity. He asks the question whether 
if the national bank should become in- 
solvent and go into liquidation he as 
holder of the stock, as collateral, would 
be in any way liable for assessment 
against such stock. 


The pledgee of national bank 
stock held as collateral is not liable 
for assessment as a_ stockholder 
upon the insolvency of the bank, 
unless the stock has been trans- 
ferred on the books to the pledgee 
in such manner as to make it appear 
that he is the real owner. ‘The mere 
holding of the stock as collateral, 
where it is registered in the name of 
the borrower, does not involve the 
pledgee in liability. 

The following citation of author- 
ities illustrates more in detail the 
various phases of the subject: 

The rule is well settled that a 
pledgee of stock in a national bank 
does not become liable as owner for 
the debts of the corporation, where 
his name does not appear on the 
books of the bank or on the certifi- 
cate of stock as owner; (Ohio Val- 
ley Nat. Bank v. Hulitt, 204 U. S. 
162; Rankin v. Fidelity Ins. Co., 
189 U. S. 242; Robinson v. South- 
ern Nat. Bank) 1803U2 54 295, 
[holding that there is a presump- 
tion in such cases against any in- 
tention on the part of the pledgee 
to become owner of the collateral 
shares.] ; Anderson v. Philadelphia 
Warehouse’ Co, lia se. 470: 
Williamson v. American Bank, 185 
Fed. 66; Higgins v. Fidelity &c., 
Ins. Co., 108 Fed. 475; Wilson v. 
Merchants L. & T. Co., 98 Fed. 
688; Banker v. Old Nat. Bank, 86 
Fed. 1006) and a pledgee has been 
held not liable, even though he 
took out a new certificate in his 
own name as pledgee, (Rankin v. 
Fidelity Trust Co., 189 U. S. 242; 


Pauly. v.” © Statedgiy eee comes b- 
Co., 165 U. S. 606, (holding that a 
creditor who receives from his 


debtor a transfer of snares in a 
national bank as security for his 
debt, and who surrenders the certi- 
ficates to the bank, and takes out 
new ones in his own name, in which 
he is described as pledgee, and 
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holds them afterwards in good 
faith as such pledgee and as collat- 
eral security for the payment of 
his debt, is not a shareholder, sub- 
ject to the personal liability imposed 
upon shareholders of national banks 
by US. Rev: Stats Sec.515] 5 Nat. 
Park Bank v. Harmon, 79 Fed. 891) 
or caused the shares to be trans- 
ferred on the books to himself “as 
collateral,” (Beal v. Essex Savings 
Bank, 67 Fed. 816) or to a third 
person under an agreement to hold 
them as security for the debt. 
G@Pauly mw tate: Lee 1. Cor 165 U. 
S. 606; Anderson y. Philadelphia 
Warehouse. Co., 11] Ul1S. 479, 
Hayes v. Fidelity Ins. &c. Co., 105 
Fed. 160). Under such circum- 
stances the pledgor remains liable 
as owner. (Ohio Valley Nat. Bank 
v. Hulitt, 204 U. 8. 162, where the 
court said: “Assuming then the es- 
tablished doctrine to be that the 
mere pledgee of national bank stock 
cannot be held liable as a sharehold- 
er so long as the shares are not reg- 
istered in his name, although an ir- 
responsible person has been selected 
as the registered shareholder, we 
deem it equally well settled, both 
from the terms of the statute at- 
taching the liability and the de- 
cisions which have construed the 
act, that the real owner of the 
shares may be held responsible, al- 
though in fact the shares are not 
registered in his name. As to such 
owner the’ law looks through sub- 
terfuges and apparent ownership 
and fastens the liability upon the 
shareholder to whom the shares 
really belong.”) Where, however, 
the stock is transferred in such a 
manner as to make it apparent that 
the pledgee is the real owner, he is 
liable as such owner for the debts 
of the bank, (Ohio Valley Nat. 
Bank v. Hulitt, 204 U. S. 162; Ger- 
mania Nat. Bank v. Case, 99 U. S. 
628; Pullman v. Upton, 96 U. S. 
328: Wilson v. Merchants’ L. & T. 
Co., 98 Fed. 688; Baker v. Provi- 
dence Old Nat. Bank, 86 Fed. 1006; 
Wheelock v. Kost, 77 Ill. 296; Hale 
v. Walker, 31 Iowa 344; Magruder 
v. Colston, 44 Md. 349) even though 
the loan had been paid at the time 
of the suspension of the bank, and 
although he had delivered to the 
borrower the certificate with power 
of attorney to retransfer the stock. 
(Bowden v. Farmers’ &c. Bank, 3 


Fed. Cas. No. 1714). 
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Lien of Missouri Corporation 
Franchise Tax 


At common law the taxes levied 
subsequent to the execution of a 
mortgage or deed of trust on real 
estate do not have priority, in the 
absence of express legislation, but 
it 1s competent for the legislature to 
make taxes a paramount lien. In 
Missount, by statute, judgment in 
favor of the state in suits brought 
to collect the corporation franchise 
tax are made first lien on all. the 
assets and property of the corpora- 
tion. 

From Missouri:—We would like your 
opinion as to whether or not the state 
Franchise tax in our state would be a 
lien in preference to a deed of trust 
made before the current year of the 
tax. We refer to the corporation fran- 
chise tax. We wish to know whether 
the tax would be a first lien, or the 
deed of trust. 


Saving $50,000,000 In Grain 


HE, fact that the rural banks 

are heart and soul with the 

farmer in his efforts to solve 
his\ practical problems has an ex- 
emplification in the co- operation 
the country bankers are giving in 
the campaign to reduce black stem 
rust losses in the north central 
States. 

Black rust of grain, agricultural 
scientists have found, can be con- 
trolled by the eradication of the 
common barberry bush, on which 
this plant parasite breeds in the 
spring. For the last five years the 
federal government has been en- 
gaged in an effort to rid the spring- 
wheat states of barberries. During 
the first four years the progress was 
steady but not particularly im- 
pressive for the reason that the 
funds devoted to the enterprise 
were inadequate and the farmers, 
who were especially to benefit by 
the success of the undertaking, were 
skeptical of promised results and 
far from enthusiastic in their co- 
operation with the government ex- 
perts. 

Faced by the danger that rust 
would force the northwest out of 


The general rule is that taxes 
levied subsequent to the execution 
or recording of a mortgage or deed 
of trust on realty do not have pri- 
ority over it unless by express legis- 
lation (Dows v. Drew, 27 N. J. Eq. 
442). However, it is competent 
for the legislature to make taxes a 
paramount len on the property of 
the taxpayer, and this has been done 
in many states, the consequence be- 
ing that the lien for taxes takes pre- 
cedence of every other lien or claim 
upon the property of whatsoever 
kind, however created, and whether 
attaching before or after the assess- 
ment of- the taxess 4 Rombrers y. 
Oder, 124 Mori 74aa 5 eatin ia: 
Craig, 73 Mo. 507; Wyman v. Min- 
ing Co. .(@regs) BlG7 = Pac ance. 
(holding that Or. L. Sec. 4328, pro- 
viding that tax liens shall have pri- 
ority to and be paid before any 
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the business of raising hard spring 
wheat and confident that barberry 
eradication was the solution of the 
problem, plant pathologists, far- 
signted business men and_ public 
officials of states in the grain belt 
set about in 1922 to remedy the 
situation. They organized the gov- 
ernors, farm bureau presidents, 
state commissioners of agriculture 
and agricultural college deans into 
a body taking the name of the Con- 
ference for the Prevention of Grain 
Kust and establishing headquarters 
at Minneapolis. The purpose ‘of 
this organization was, to bring 
pressure to bear upon Congress and 
the legislatures of the several in- 
terested states to increase the ap- 
propriations for barberry eradica- 
tion, and to carry out a program of 
education to enlist the fullest co- 
operation of the farmers. 

The matter was effectively pre- 
sented at Washington with the re- 
sult that appropriation was more 
than doubled. Then the Confer- 
ence devoted itself to arousing pub- 
lic interest in the undertaking. The 
bankers were among the first to be 
approached. 


judgment, mortgage, or other lien, | 
etc., makes a tax lien superior to a_ 
prior mortgage lien.) By See 
9836, Art. 1, Ch. 90, Rev. L. Mom 
I91os as amended by sec: lot Act 
Aug. 4, 1921, every corporation - 
ganized under the laws of the state 
is required to pay an annual fran— 
chise tax of 1/20 /of. 1g 
cent. of the par value of its outa| 
standing capital stock and surplus | 
(Laws Mo. 1921, p. 122). And by 
Sec. 9843 of the Act, as amended 
by Sec. 7 of Act Aug. 4, 1921, suitem) 
for collection of such tax may be- 
brought in the name of the state in 
any court of competent jurisdiction | 
and any judgment rendered therein 
in favor of the state shall be a first 
lien on all property and assets of 
the corporation within the state. 
(Laws Mo. 1921, p. 125), . 


The Twin City banks saw the 
merit of the plan to save grain 
growers from an average annual loss 
of $50,000,000 and took the lead by 
subscribing a substantial sum for 
the preparation of literature to be 
distributed through corresponding 
banks serving rural communities. 

The result of all this activity is 
that the spring wheat states are now _ 
thoroughly converted to barberry 
eradication. They are determined 
to escape from the menace of blac 
stem rust. The United States De 
partment of Agriculture estimates 
that the barberries will be well — 
cleaned out of the states of Mon- 
tana, Wyoming, Colorado, North | 
Dakota, South Dakota, Minnesota, — 
Nebraska and Iowa by the end of — 
this year. With the same support 
for the campaign in 1924 the work 
may be completed in Wisconsin, Hli- 


Then farmers may begin to look fo 
certain relief though it may take | 
year or so more to clean up entirely — 
some of the more difficult Jocalitieg | 


; A. B. A. Official Announcements 


Spring Meeting at Rye April 23-26; Annual 


Convention at Atlantic City in September 


The Spring Meeting 


_ The Spring Meeting of the Ex- 
ecutive Council of the American 
Bankers Association will be held 
this year at the Westchester-Bilt- 
more Country Club, Rye, N. Y., on 
\April 23, 24, 25 and 26. 


Westchester-Biltmore Country Club at Rye, 


Rye, close to Long Island Sound, 
and but 24 miles from New York 
City, is reached by the New York, 
New Haven and Hartford Railroad 
from the Grand Central Terminal, 
New York. The Westchester- 
Biltmore, one of the most recently 
established country clubs in the en- 
virons of New York, sprung into 
immediate popularity upon being 
opened. It is one of a group of 
eleven institutions among which are 
the Commodore and the Biltmore, 
New York, known as the Bowman 
Hotels. 

The Spring Meeting will be pre- 
aminently a business conference. 
The programme is being prepared 
with the thought of giving to the 
Jankers who attend the maximum 
of business benefits ; and at the same 
ime of bringing out discussions 
ad interchange of opinions and 
‘xperiences which will be valuable 
‘0 banking and to business. 
Westchester County has been 
famed as one of the garden spots of 


t 


} 


the United States. The selection 
of this year’s meeting place carries 
with it all the benefits of the coun- 
try and the nearness of New York 
affords also the opportunity to 
transact business in the metropolis 
on the occasion of the meeting. 


Nia we 


As heretofore the railroads make 
a special rate of a fare and a half 
for those attending. 


Convention at Atlantic City 


The 1923 Convention of the 
American Bankers Association will 
be held at Atlantic City, September 
24 to 27 inclusive. 

The headquarters will be at the 
Hotel Traymore and the Committee 
meetings will be held in the Hotel. 
The General Sessions of the Con- 
vention however will be held in the 
Auditorium on the “Million Dollar” 
pier which is in close proximity to 
the Hotel Traymore. 

The selection of this meeting 
place carries with it many advan- 
tages... Atlantic City is’ a-.city: of 
hotels and is one of the most popu- 
lar convention cities in the United 
States. 


Loggia of Westchester-Biitmore Country CUiub 
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DIGESTED BY THOMAS B, PATON, JR., 


RIGHT oF THE TRUE PAYEE TO RECOVER 
FROM PuRCHASER Wuo CASHED 
CHECK ON A ForcED INDORSE- 
MENT—ALABAMA 


A railroad company prepared a check 
on a bank in St. Louis, payable to one 
Allen, and forwarded to its agent at 
Birmingham, to be delivered in pay- 
ment for services performed by Allen. 

In some way unknown to the com- 
pany, but probably by larceny or fraud- 
ulent impersonation of the payee, the 
check fell into the hands of a stranger, 
an imposter who forged Allen’s in- 
dorsement and then cashed the check 
with a firm named Mendelsohn & Sons, 
in payment for merchandise. This firm 
collected the money from the bank in 
St. Louis. Allen, who never received 
the check, then brought an action of 
assumpsit against the firm. It was con- 
tended in the lower court that the ac- 
tion could not be maintained on the 
ground that without delivery of the 
check to Allen he acquired no title. 
The Supreme Court, however, allowed 
Allen to recover, stating that “it may 
be thought hard that defendants, if they 
were duly cautious, should be liable at 
all; but on the law and the facts here- 
tofore recited, it is entirely clear that 
defendants had no property in the 
check, have none in the proceeds, and 
are liable to be sued by somebody for 
the money which they have received. 
Moreover, if plaintiff is allowed to re- 
cover from defendants, his election will 
put an end to the matter, for the drawer 
of the check intended it for plaintiff, 
and defendants, however innocently, re- 
ceived the money as upon plaintiff’s in- 
dorsement, and, but for their inter- 
meddling, however innocently, it would 
have reached plaintiff. Therefore de- 
fendants do not appear to be in a posi- 
tion to deny plaintiff's ownership. 
Shaffer v. McKee, 19 Ohio St. 526, is 
a case in point.” Allen v. M. Mendel- 
sohn & Son, 93 So. 416. 


GIvING oF Postpatep CuEeck Not Con- 
DEMNED BY PROHIBITION AGAINST 
DELIVERING CHECK WyrtrHouUT 
Funps In BANK—NEW 
JERSEY 


On May Ist, 1921; a man named 
Joseph Barone, purchased a second hand 
automobile for $600, giving the seller 
in part payment therefor his check for 
$150, postdated on the 5th day of May 
At the time of the purchase Barone 


had no funds in the bank upon which . 


the check was drawn and he informed 
the seller of this fact when the check 
was delivered. Barone was indicted 
under the Criminal Procedure Act mak- 
ing it a misdemeanor to deliver a check 
where the maker knows he has not 


Assistant General Counsel} 


HERE a check was stolen 

and upon the forged in- 
dorsement of the payee thereon 
was cashed by a merchant, the true 
payee is allowed to recover from 
the merchant in an action of as- 
sumpsit. As the merchant is liable 
to be sued by the drawee which 
paid him the check, the true payee’s 
election to sue the merchant will 
put an end to the matter. 


LTHOUGH in Florida a mar- 

ried woman has no capacity 
to make contracts, it has been held 
that the legislature may depart 
from the common law and make 
married women liable as stockhold- 
ers of corporations for debts to 
creditors. 


ee giving of a post dated 
check is a mere promise to 
discharge a present obligation on 
a future day, and the fact of its 
nonpayment when the due date ar- 
rives—without more—is no more 
evidence that it was given with 
fraudulent intent than is the per- 
mitting of a promissory note to go 
to protest proof of such intent. 


HERE a bank returned can- 

celled checks to a drawer 
within one week after they were 
cashed and the drawer at that time 
discovered forgery but did not 
give the bank notice of it until 
six months later, bank was dis- 
charged from liability for paying 
these checks. 


9 Pree burglars blew off a safe 
door which was more difficult 
‘to open 

vault, was 
leaving vault door open. 


than a_ safety deposit 
held no, defense for 


PAYEE who deposited checks 
with one bank, has no cause 
of action against other bank, with 
which they were deposited ; the 
payee and = such_ bank being 
strangers. 
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sufficient funds in the bank for its pay- 
ment. The court held Barone guiltless 
of the charge, saying: “The giving of 
a postdated check carries with it no 
such implication, but rather the con- 


trary. It is a mere promise to discharge 
a present obligation on a future day. 


And the fact of its nonpayment when 
the due date arrives—without more— 
is no more evidence that it was given 
with fraudulent intent than is the per- 
mitting of a promissory note to go to 
protest proof of such intent, or the 
failure to pay the purchase price of 
goods sold on credit, standing alone, 
evidence of fraud in the making of the 
eget State v. Barone, 118 Atl. 
79. 


Deposiror’s FaiLurE To EXAMINE STATE- 
MENT AND CANCELLED VOUCHERS 


AND NotiFy THE BANK .OF 
Error IS AN ADMISSION OF 
tHE AccouUNT’s CoRRECT- 


NESS—UNITED STATES 


A colonel in the United States Army 
drew two checks aggregating the sum 


of $6205.49. These checks were delivered 


to one Lieut. Hall, Mess Officer of the 
348th Infantry, to ‘deliver to the payees 
named therein in satisfaction of their 
claims for army supplies. 

The lieutenant, by the use of erasing 
fluid, removed the names of the payees 
in each of the checks and substituted 
the name of other payees. He then 
secured the money on the checks and 
absconded. 

An action was brought by the United 
States against the drawee bank to re- 
cover the amount on the ground that 


payment upon the forged indorsements 


was not chargeable to the Govern 
account. 

The facts show that the checks were 
paid on January 27, and that the 


drawer received these. checks as can-— 


celled vouchers from the bank together 
with a statement on the following Feb- 
ruary 4. It was also proved that the 
drawer gave to the bank no notice that 
either of the checks had been changed 
until some time in September, 1918, 
which was more than six months after 
the drawer had discovered the forgery, 
and that meanwhile the drawer and its 
officers had seized all of the property of 


Lieut. Hall, amounting to $3500, so that — 
it was then too late for the bank to — 


protect itself. 


The court held that the United States 


should not be allowed to recover, ani 


that the bank was discharged from 


liability for paying these checks. It 
stated that a failure by the depositor 
to examine his statement and cancelle 
checks and notify the bank of any error 
in his account or defective checks, 
within a reasonable time after receiving 


| 
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hem, is a conclusive admission of the 
sorrectness of the account. The court 
\lso held that “a government may suffer 
‘oss through the negligence of its of- 
icers. If it comes down from its posi- 
tion of sovereignty and enters the 
Jomain of commerce, it submits itself 
o the same laws that govern individuals. 
Thus, if it becomes the holder of a bill 
\f exchange it must use the same dili- 
rence to charge the drawers and in- 
lorsers that is required of individuals, 
ind if it fails in this its claim upon the 
jatties is lost.” England National 
3ank v. United States, 282 Fed. 121. 
(mat Burciars OPENED SAFES WHICH 
OFFERED More Protection THAN 
SAFETY DeEposir VAuLt, HELD 
| No DEFENSE FoR LEAVING 
Vautt Door UNLOCKED 
| —W ASHINGTON 


_ The cashier of a bank failed to lock 
he outside door of a safety deposit 
vault, and the contents of the vault 
yere stolen by burglars who also blew 
ypen the safe door and stole the con- 
ents which consisted of Liberty Bonds 
nd War Savings Certificates belonging 
9 customers, and certain notes and se- 
urities belonging to the bank. The 
ntrance to the vault consisted of two 
hin steel doors, the outer one being 
jicker and stronger than the inner one. 
‘he safe was of medium size, having 
thick fire-proof door. The inside con- 
isted of pigeonholes and a _ so-called 
-urglarproof steel chest fastened with 

combination lock. This chest was 
ntouched, the valuables having been 
laced in the pigeonholes. 

The court held that the bank was 
-2sponsible for the loss of the contents 
f the vault, but excused them from 
ability for loss of the valuables placed 
1 the safe. 

_ On the appeal the bank contended that, 
-ecause the burglars opened the safe 
oor, which was more difficult to open 
qian the vault door, it was not negli- 
ent in leaving the vault door unlocked. 
Judgment was affirmed, the court 
olding that the liability of the bank 
-epended on whether the act of leaving 
ae vault door unlocked constituted 
fant of due care, such as a prudent 
tan would take, under similar circum- 
‘ances, of his own property, that caused 
t contributed to the burglary. Har- 
ind v. Pe Ell State Bk., 210 Pac. 681. 


\RREST For Execution of Cueck WITH- 
| our Funps Hetp Not WirHour 
PROBABLE CAUSE—ARKANSAS 


The plaintiff, a woman, brought an 
tion against the defendant for malic- 
jus prosecution for having been ar- 
‘sted without probable cause for 
secution of a check without funds. 
he facts showed that on June. 19th, 
ie had deposited for collection at her 
ank a check for $600, received from 
; father. On June 21 she drew her 
eck for $590 against her account and 
‘ceived in return diamonds deposited 
ith her creditor. On June 24 the 
ishier of her bank told her that the 
ither’s check was returned “Insufficient 


inds” and that the check for the 
) 
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RREST of woman for execu- 
tion of worthless check held 


not without probable cause even 


though she may have not been 
guilty of the charge. 


diamonds could not be paid when pre- 
sented although he would wait 24 hours. 
phe did not make the arrangements to 
take care of the check and when the 
same was not paid she was arrested and 
placed in jail. 

‘he court held that, even though the 
woman may not have been guilty of 
drawing a worthless check as charged 
(which was not decided here) her own 
conduct attorded the defendant “honest 
and strong suspicion” that she was guilty 
and the arrest was not without probable 
cause. 
May (CAWee) WRVe 


MarrigeED WoMAN, ACQUIRING BANK 
STOCK, SUBJECT TO STATUTORY 
DovusiE Ltapility—FLoripa 


Mrs. Annie B. Bryan, a married 
woman, owned 40 shares of stock, of 
the par value of $100 each, in a state 
bank of Florida. Upon the insolvency 
of the bank and the appointment of a 
receiver, an assessment was made against 
all the stockholders of the bank and 
demand was made by the receiver upon 
Mrs. Bryan for the amount of $4,000. 
Mrs. Bryan contended that she was not 
liable because she was a married woman 
and that no judgment in personam 
could lawfully be entered against her. 
The argument presented in her behalf 
was based upon the doctrine that, as 
a married woman has no contractual 
capacity in Florida, her contracts are 
void and no personal judgment may be 
entered against her for breach thereof. 
The court, however, allowed judgment 
against her, the same to be satisfied 
out of her separate estate, stating, 
“The acquisition of such property may 
not be by contract of purchase; it may 
be acquired by gift or bequest or in- 
heritance; but, however acquired, the 
statutory liability rests upon the owner 
when the stock becomes his or her prop- 
erty, legally and without fraud.... It 
is competent for the legislature to de- 
part from the rules and analogies of the 
common law, and to make married 
women liable for debts to creditors as 
other stockholders are made _ liable.” 
Bryan et al v. Bullock, 93 So. 182. 


DocuMENtTS DESCRIBING SUGAR AS 
“GRANULATED WHITE SUGAR, ETC.,” 
Di Nor CompeLty WitH LeErrer 


oF CreEpIT AUTHORIZING 
DRAFT FOR “STANDARD 
WHITE GRANULATED 


Sucar.”—W ASHINGTON 


John Sexton & Co., of Chicago, were 
desirous of purchasing sugar to be 
shipped from Hongkong, and could ob- 
tain it only by establishing a firm and 
irrevocable credit, which would be avail- 
able to the importer in financing the 
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purchase and shipment of the sugar. 
Sexton & Co. therefore went to its 
Chicago bank and by a deposit of money, 
or the pledging of its credit, procured 
the Chicago bank to issue the letter of 
credit here involved, upon the terms dic- 
tated by Sexton & Co. The Chicago 
bank presumably knew little or nothing 
about sugar, or about its customer’s 
needs and desires beyond what it was 
then told, and was concerned only with 
carrying out its customer’s wishes paying 


for only such sugar as the custo- 
mer desired to purchase, and doing 
only what the customer wished to 


be done, to the end that when the trans- 
action should be completed it would have 
paid for exactly what it was instructed 
to pay for, and the customer would be 
bound, without question, to reimburse it 
for its advances, plus its charges for 
his service. In this letter which was 
sent to the importer to be used in financ- 
ing his operations, the terms and con- 
ditions were explicitly stated. 

The letter of credit provided that the 
bank would pay $72,850 U. S. gold for 
account of John Sexton & Co., for in- 
voice cost of 155 tons of standard 
white granulated sugar. Upon the ar- 
rival of the sugar it was discovered that 
the documents from Hongkong carried 
the following: “Granulated white sugar, 
Java No. 24, direct polarization, 98.5.” 

Payment of drafts drawn on the let- 
ter of credit was accordingly refused for 
the reason that the attached documents 
did not conform to the terms of the 
letter of credit. 

An action was brought to recover pay- 
ment of the drafts drawn upon the let- 
ter of credit. The court held that the 
documents did not conform to the let- 
ter of credit and the bank was in duty 
bound to refuse payment. The court 
said: “Bankers are not dealers in sugar 
in such a case as this, but are dealers in 
documents only, and whatever contract 
was made by the banks must be deter- 
mined from the letter of credit itself. 
Here, as is the custom in such cases, the 
banker was presented with documents 
passed over his counter, and asked to 
pay a large sum of money in exchange 
for them. His duty was not to go out and 
determine by personal examination of 
the shipment, or by the employment of 
experts, whether the goods actually con- 
formed to the contract between the buy- 
er and seller, nor even to determine, 
either from his own knowledge or by 
expert advice, whether the documents 
called for goods which the buyer would 
be bound to accept. The banker knows 
only the letter of credit, which is his 
only authority to act, and the documents 
which are presented under it. If these 
documents conform to the terms of the 
letter of credit he is bound to pay.” 

National City Bank v. Seattle Nat. 
Bank, 209 Pac. 705. 


The losses by fire in the United 
States and Canada during the month 
of January were $36,614,850. The 
losses -during the corresponding 
month of 1922 were $38,663,000. 


Fourth Mid- Winter Conference q 


Dealing With Beneficiaries 


URING the Fourth Mid-Winter 
Conference of the Trust Compan- 
ies of the United States, held at 
the Waldorf-Astoria Hotel of New 


York, February 15, eleven general sub- 
jects were discussed: 


Interesting Problems in Dealing with Bene- 
ficiaries under Trusts. 

Life Insurance Trusts. 

Safeguarding and Receipt and Delivery of 
Securities. 

Business Building. 

Cost Accounting, or the Relationship between 
Overhead and Compensation. 

The Purchase, Sale and Exchange of Trust 
Investments. 

Estate Tax Problems. 

Current Legislation. 

Managing Businesses 

Trust Accounting. 

Code of Ethics for Trust Companies. 


for ‘Trusts. 


Evans Woollen, president of the 
Fletcher Savings and Trust Company, 
Indianapolis, presided at the conference. 
The discussion of the first subject, “In- 
teresting Problems in Dealing with Bene- 
ficiaries under Trusts,” was opened by 
C. Walter Borton, Provident Trust Com- 
pany of Philadelphia, who said that at 
the beginning of his duties as head of 
the trust department he had insisted on 
signing all important letters going out 
and had refused to sign letters which 
were not clear. He found the practice 
to be satisfactory, one trust coming to 
his company because, “they wrote letters 
of one syllable which she could under- 
stand.” Mr. Borton said that one of the 
most important things is in the beginning 
which the company makes with its 
chents. “If you get an understanding 
in the beginning then the battle is won.” 

Jonathan M. Steere of the Girard 
Trust Company of Philadelphia, Charles 
R. Dunn of the Union Trust Company of 
Detroit, and Thomas C. Hennings of 
the Mercantile Trust Company of St. 
Louis, participated in the discussion. 
Mr. Hennings said in closing: 

“IT feel, after a testator names your 
trust company to act as trustee under 
his will, it is his will that you shall 
continue unless the circumstances are 
such that it is almost impossible, and 
the trust company ought not resign. 
It is an easy way out of a difficulty, of 
course, but I do not believe that a 
trustee ought to resign.” 


Life Insurance Trusts 


Charles H. Moore of the Union Trust 
Company of Rochester, opened the dis- 
cussion on life insurance trusts. He 
said: 

“Prior to the development of life in- 
surance trusts, the insured found him- 
self in a position somewhat similar to 
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that which is known to bankers as the 
Christmas Club saver. Now you know 
what the Christmas Club saver does. He 
ardently saves, little by little, to provide 
a fund that usually is indulgently spent. 
Is not he who saves to wisely invest, 
rather than he who saves to indulgently 
spend the one who finally marks up a 
record of financial achievement ? 


Where Work Begins 


“The work of the Trust Company 
commences where the work of the in- 
surance company concludes. Hence the 
service of one, does not compete, but 
rather supplements that of the other. A 
man may, by life insurance, provide at 
his death, money. But link his life in- 
surance with a suitable trust agreement, 
and he provides still more—money, plus 
money management. 

“For many years I have been an ad- 
vocate of constructive, as well as of 
administrative service, in trust work. 
I believe we owe a duty to our patrons, 
and the public as well, to help them 
create estates as well as to help them 
conserve what they have, or finally dis- 
tribute what they may leave. And one 
of the most feasible methods is via the 
life insurance route. Show a man how 
he readily can double his estate, then 
help him do it, and it’s a safe wager 
he’ll collaborate with you most willingly 
as a settler of life insurance trust agree- 
ments and as the testator of a will in 
which your bank is named executor and 
trustee. 

“There is one interesting feature in 


regard to these life insurance trusts 
which I might call your attention to. 


We recently had a customer who wished 
to provide annual income for his wife 
of $10,000 a year, and a certain amount 
to each of his children, that aggregated 
about sixteen thousand a year. He went 
to the agent of one of the large com- 
panies here who is a very able man, and 
who worked out a most ingenious plan 
for him. He was able to take out a 
certain number of policies, on the twenty 
payment life insurance plans that the 
insurance companies have, with a cer- 
tain amount of annuity insurance that 
would go on from the expiration of the 
twenty year periods, to insure to this 
man’s wife and his children, the income 
he wanted. It was $429,000 of life in- 
surance. 

“This man was so delighted with the 
plan that had been worked out by the 
life insurance man that he brought it 
to me. He said, ‘Now, a trust can’t 
beat that. Here the life insurance com- 
panies do everything you can.’ 

“T said, ‘There is only one difference 
between the insurance company and the 
trust company—that at the end of vour 
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wife’s life and each one of your children, 
your $429,000 is gone. If you give it) 
to us, at the end of your wife’s life, 
and each of your children, you would) 
have your estate intact.’ ” 

James B. Blackburn of the Pittsburgh. 
Trust Company, Pittsburgh, said that his! 
company recently had solved an unusual 
trust problem. A large corporation de-. 
sired to insure some of the _higher| 
salaried officers, but wanted to arrange 
matters so that the benefits of the policy| 
would not continue if an officer left the! 
company. The problem was solved by 
an insurance trust, under which the| 
proceeds of the policy are paid to the 
trustee in a general fund. If any man | 
leaves the company he is still insured 
and the company is the beneficiary. “An-| 
other thing I have found,” he said, “ts! 
that combining an insurance trust with) 
a voluntary trust, any man who is in-| 
surable and puts one dollar aside has) 
created from that month on an estate| 
of three dollars.” ‘a 


ea 


Returns Compared 


Leslie G. McDouall, Fidelity Union 
Trust Co., Newark, N. J., said 
have been rather interested during the 
last few months in attempting to work | 
out the advantages of a life insurance 
trust as against “what the life insurance 
companies can offer, 

“We will assume,” he said, “you can | 
earn an average return of five per cent. 
Spreading that five per cent. over a 
period of twenty years, after deducting 


your commission, both from the income 
and from the corpus of the fund at its 
termination, assuming that your com- 
mission is based on two and one-half per 
cent. on the income and one and a) 
quarter per cent. on the principal, in com-| 
parison the life insurance company 
would pay a total sum of $190,000, (as- | 
suming the face of the contract was 
$100,000, ) while in twenty years, under a. 
life insurance trust with a trust com- 
ee you could pay approximately al 


“There is another form of contract we 
take into consideration—the companies | 
with a non-participating policy. I had) 
occasion recently to study a policy where. 
the company agreed to make a payment 
of $500 a month over a period of 240) 
payments, or twenty years, so that dur- ! 
ing the life of that policy they would 
have paid out the total sum of $120,000. 
I have computed, that under a life m- 
surance trust, upon the death of the 
assured, if the policy during its life- 
time had been made payable to the com-— 
pany as trustee, and the trustee 
agreed, or rather, had accepted the co 
puted value or withdrawal value on the 
death of the assured, they would draw 


= 
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ie sum of $86,000; and $86,000, in- 


creased with an average earning, over 
twenty years, of five per cent. would 
‘net to the beneficiaries $173,000 as com- 
pared with $120,000 which the life in- 
surance company would pay under their 
.contract.” 

John C. Mechem, First Trust & Sav- 
ings Bank, Chicago, told of methods to 
guard against possible clerical errors 
resulting in the failure to pay premiums 
/on life insurance policies. Insurance 
‘companies in Chicaco have suggested 
two or three methods, one by which 
the insurance company agrees to draw 
a draft a certain number of days after 
the premium was due, upon some senior 
officer at the bank. 

Mr. Holden of the Union Trust Com- 
pany, Chicago, said that the whole policy 
‘of the Union Trust Company is co- 
operation with the insurance agent. 

Besides the foregoing, H. F. Drol- 
linger of the Fidelity Trust Company of 
Buffalo, Nelson Petty of the Trenton 
‘Trust Company, Trenton, Edgar A. 
Jones of the Lackawanna Trust Com- 
pany, of Scranton, and Rowland Cocks 
of the Guaranty Trust Company of New 
‘York, contributed to the discussion. 


Receipt and Delivery of Securities 


\ 
ohn N. Stalker, of the Union Trust 
‘Company of Detroit, opened the dis- 
cussion on “Safeguarding the Receipts 
and Delivery of Securities,’ and ex- 
plained in detail the system used in his 
institution. William G. Littleton of the 
Fidelity Trust Company of Philadelphia, 
outlined the plan for safeguarding the 
‘receipt and delivery of securities in his 
company and read a memorandum on 
the subject written by Edgar E. Daniell, 
auditor of the Fidelity Trust Company, 
dealing with the same system. 
Jonathan M. Steere of the Girard 
Trust Company of Philadelphia, told the 
conferees that in his company, after the 
securities had passed through all the 
various stages, when it comes to ac- 
tually handing them over to the dis- 
tributee of an estate, ‘‘we have a special 
book containing a carbon leaf in which 
securities are entered and these securi- 
ies are only delivered in the presence of 
e actual distributee, an officer of the 
company, and one clerk.” 3 
| Samuel M. Hann of the Fidelity Trust 
Company of Baltimore, described the 
System of his company and said, “We 
can balance our securities in three-quar- 
ters of an hour and it will come out toa 
penny, nine times out of ten.”’ 
¢ Personnel 
} 
8. C. Stallwood of the Northern Trust 
‘Sompany of Chicago discussed the man- 
agement of personnel. “Broadcasting 
advertising through the printed word,” 
ae said, “will not help us much unless 
e have the spoken word to back us up 
side our organization. The friendly 
ttitude toward customers is far more 
lecessary in a bank than in a merchan- 
izing establishment.” In his institution 
there is a school in the bank for boys 
ap to sixteen years of age, a course of 
‘taining for the young men from the 


universities, and senior group-meetings 
from five to eight o’clock every two 
weeks. 

FE. B. Wilson of the American As- 
sociation of Advertising Agencies, ad- 
dressed the conference on the subject of 
advertising and advertising ethics. 


Positives and Negatives 


Louis A. Bowman of the American 
Trust and Safe Deposit Company of 
Chicago, presented six positives and six 
peesaces in trust development, as fol- 
OWS: 


First, do not give the impression that the 
company is actively soliciting the business, but 
rather that it is courteously and _ helpfully 
offering its services. 

Second, do not manifest any undue anxiety 
to hurry the completion of the proposed trust 
arrangements. 

Third, do not antagonize existing personal 
preferences of the prospective customer. 

Fourth, do not decline desirable business 
merely because it may not be of large pro- 
portions. 

Fifth, do not criticize or underestimate the 
service of any other trust company. 

Sixth, do not allow the prospective customer 
to gain an impression, howsoever slight, that 
the trust company is not deeply interested in 
him and his plans. 

Here are the six positive points: 

First, be prepared to give accurately and 
concisely information regarding his company’s 
service, its advantages, changes, principles 
and policies. 

Second, be prepared to answer even in 
minute detail, all questions arising regarding 
the entire scope of trust service. 

Third, be alert to quickly analyze the cus- 
tomer’s particular need and to suggest the 
ways in which the company can be of the 
greatest usefulness in meeting that need, both 
now and in the future. 

Fourth, be prepared to co-operate intelli- 
gently and tactfully with members of the bar, 
and especially with the customer’s counsel. 

Fifth, be equipped to impress the customer 
with the high character of the management 
of the company, its skill, ability, integricy, 
soundness in judgment, knowledge of fnan- 
cial problems and of investments, and _ its 
disposition to safeguard and conserve its cus- 
tomers’ interests. 

Sixth, be able to impress the prospect with 
the desirability of reasonably prompt action in 
completing the trust arrangements under con- 
sideration. 


Advertising Campaign 


Francis H. Sisson of the Guaranty 
Trust Company of New York, speaking 
of the Trust Company’s Divisions ad- 
vertising campaign said: 

“The committee in charge of Publicity 
has greatly appreciated the support it 
has had, and would still even more ap- 
preciate the support it might get. You 
know, some wise philosopher has said that 
appreciation is a lively anticipation of 
favors yet to come, and so far as the 
Committee is concerned, we hope that 
that appreciation may still thrive and 
be warranted. We believe we have done 
a worth while thing and we hope to 
have the support that will enable us to 
continue it, because continuity of ad- 
vertising, continuity of selling effort, is 
what success depends upon; and only 
by the eternal insistence and eternal per- 
sistence of that sort of ‘effort are we 
going to be able to get our message 
across and have it become a part of the 
accepted psychology of the American 
people when they come to consider the 
great questions of fiduciary service. We 
believe we have a message to give that 
is worth giving and the more broadly 
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we can give it through broad mediums, 
the more we will prosper and the better 
the American people will be served in a 
vital and essential particular.’ 

R. Keisler, Jr. of the Ironbound ‘Trust 
Company of Newark, Allard Smith of 
the Union Trust Company of Cleveland, 
and H. F. Drollinger of Buffalo, dis- 
cussed the value of the radio in business 
building. 


Window Displays 


A. C. Rogers, Advertising Manager of 
the Guardian Savings and Trust Co. 
of Cleveland, exhibited a number of 
window display-charts which had been 
used with ‘good effect in his bank. In 
connection with one on family budgets, 
5,000 copies of the leaflet have been 
asked for. “I don’t believe,” said Mr. 
Rogers, “there is any great selling force 


in these charts, although we try to 
couple selling messages with them. 
The window display is a factor in 


publicity; it brings the institution to the 
favorable notice of the public, and it 
convinces a good many people that the . 
bank is really trying to be a service- 
able institution.” 

F. D. Connor of the Illinois Trust and 
Savings Bank of Chicago, read the testi- 
mony of five financial houses which have 
found window displays profitable. 


Cost Accounting 


“No trust,” said Ralph Stone, presi- 
dent of the Detroit Trust Company, in 
opening the discussion on “Cost Ac- 
counting,” “requires precisely the same 
amount or value of service as another, 
and therefore a practical and workable 
cost accounting system cannot be de- 
vised. It would be possible, of course, 
to keep a record of each minute of time 
spent by officers and employees upon 
each trust and to have a measure of the 
cost thereof. This would be a_ fairly 
accurate unit which could be used as the 
basis of a cost accounting system. It 
only needs to be stated, however, to 
show how impracticable it is. Even if 
such a unit could be established, its value 
‘would be so variable that there would 
be a positive danger in using it or in 
relying upon it to fix costs or as a 
basis for compensation. My investiga- 
tion has shown that whenever a study 
and an effort has been made by trust 
companies to ascertain and put together 
a cost system of this kind, it has failed 
and the effort has been abandoned. It 
is possible, however, to establish a cost 
system by departments. It might more 
properly be designated a departmental 
net earnings system. Many trust com- 
panies do this, some in a general way 
and others in considerable detail. 

“T can say from experience that it re- 
quires only a reasonable amount of time 
of the Auditing Department to keep the 
records necessary to produce a denart- 
mental net earnings statement, such as 
that described in the outline distributed 
among you. 

“Tt is only recently that there has been 
a growing feeling on the part of trust 
company officers that charges for. ser- 
vices in the various trust capacities are 
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inadequate. Departmental costs and net 
earnings statements, where they have 
been kept, prove this conclusively. In 
the larger companies, in which it has 
been possible to departmentalize to a 
greater extent than in the smaller com- 
panies, there is necessarily more definite 
conviction as to this. Formerly we had 
a feeling that this was true—now we 
can be certain of the fact—and in fair- 
ness to ourselves and to our _ stock- 
holders, efforts should be made to put 
this service upon a paying basis. It is 
certainly true that fair compensation is 
all that we have a right to ask, and it 
is reasonable to infer that our clients 
would willingly pay it.” 

In the discussion which followed 
Lucius Teter of the Chicago Trust Com- 
pany, Mr. Holden of Chicago; Mr. Hann 
of Baltimore; Ralph Stone of Detroit; 
P. E. Godridge of the Bankers Trust 
Company, New York and Mr. Curtz of 
the New York Trust Company, partici- 
pated. 


Trust Investments 


In opening the discussion on “Trust 
Investments” Mr. Callaway, of the 
Guaranty Trust Company of New York, 
said: 

“When an estate comes in, either by 
the way of a trust or the way of an 
executorship, have an estate card made 
out, showing the conaplete investments or 
if it is a voluntary trust or a trust in any 
other form, the market values of that 
particular day, of the securities that 
come in to you. That estate card is then 
passed in to your investment department, 
although the man that makes out the 
card may be also the only man in the 
investment department. But the prin- 
ciple is exactly the same. 

“When the estate sheet is thus set out, 
it is turned in to the trust officer, 
the investment officer, and there should 
be at once made out another card for the 
system which shows separately each of 
your securities by name and by corpora- 
tion. Those cards are then set apart, or 
that record is then set apart, with that 
group of securities to which that par- 
ticular security belongs, to that particu- 
lar railroad, or any particular subject— 
copper, sugar, or whatever it might be— 
so that you have running currently, all 
the time, in front of you, a statement 
showing all of the securities belonging 
to one estate or one trust; and on the 
other hand, all of those securities ana- 
lyzed into the particular groups to which 
they may belong. The trust officer then 
has these securities analyzed by his ana- 
lytical department, to determine first 
whether the securities may properly be 
held under the terms of the particular 
trust. 

“The fact as to whether they may 
be held or not are set out in this estate 
card which is held entirely separate from 
the other records of your personal trust 
department. Then if there are securities 
that are to be sold or that can not be 
held, or that require the discretion or the 
judgment of your institution as to 
whether they should be sold a list should 
be made up in the form of a separate 
report. 
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“That report then goes to a com- 
mittee of your directors. If you have 
no committee of your directors :ap- 
pointed specifically for the duty of once 
a week, or oftener, going over all of 
these recommendations of your trust de- 
partment, you should establish it as 
soon as possible. It is one way of 
discharging that great legal liability that 
rests upon you; because when those 
directors have passed upon the question 
as to whether a security should be sold 
or held, you have established in written 
form evidence that there has _ been 
exercised the discretion of your insti- 
tution. 

“These recommendations are made up 
in written form in your trust depart- 
ment, through your investment section, 
passed upon in consultation with this 
committee, and minutes kept of them. 

“My experience, again, referring to 
personal experience, in trying cases of 
this sort, has been that there has been 
difficulty in showing affirmatively that 
the trust company has exercised its 
proper discretion and has some record 
of it. So therefore, not only do you 
get the expert knowledge and opinion of 
your directors, but you get a written 
record in the minutes of that committee. 
And in the institution to which I belong, 
that report is passed upon by the execu- 
tive committee or the board of directors 
as a whole. They either approve or disap- 
prove the action that has been taken in 
the trust department and by the Com- 
mittee of Directors as to those particu- 
lar securities, and when that is done 
you have the united voice of the whole 
institution as to whether or not what 
has been done has been proper and in 
the exercise of the best judgment of the 
institution. 

“Now, having done this preliminary 
work, your estate card should be set 
forward for periodic review. If it is 
not art estate in which there are 
troublesome questions, it may be entirely 
sufficient, to satisfy legal requirements, 
to have that estate come up for thorough 
analysis and review twice a year. In 
that case you would set it forward for 
six months. If it is more troublesome, 
set it forward say for three months. 
That is, the estate as a whole. But you 
will find, having allocated into the separ- 
ate subjects or groups the more trouble- 
some securities, that you hold in that 
estate, that those subjects will come up 
for frequent review. In a particular 
trust you might have as an illustration 
Interborough securities, or St. Paul se- 
curities, where you will desire to watch 
the development of the situation, or 
where your committee may feel that the 
conditions are such that in justice to the 
estate you should not at the time dispose 
of certain securities, you may want that 
particular line of securities reviewed 
every two weeks, or once a week. 

“Now if you have a considerable trust 
business, you will find it profitable to 
have each trust assigned to a particular 
man in your division—not the men in 
the personal trust division looking after 
the current work, but some man or men 
in your analytical denartment or in 
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your investment department—accoun) 
that you find from experience they a 
capable of handling in a given length \ 
time. 
“To that man is reported the calli 
bonds and rights declared for stoc 
holders. Because, bear in mind, if y«| 
fail to collect those bonds when th 
are called, you lose that interest. 
you fail to exercise those rights whi 
accrue to stock you hold in trust, shou 
you happen to overlook it, and it is t 
late you are liable. There should | 
reported constantly, daily to the partic. 
lar clerk or man who has that accou) 
in charge, matters that affect the pa 
ticular securities in his charge. Th 
of course, would include receivershit 
reorganizations, and anything of intere 
that applies to your particular securitie 
“That information immediately, as yc 
see, flows into the investment trust of 
cer. He may, in consultation with tl 
vice-president or his president, not we, 
for the weekly action of the director 
It mdy be necessary to act at once. | 
gives them the opportunity of doing the 
They may wish to sell at a moment! 
notice.” 
In this discussion A. C. Livingston « 
the National Newark and Essex Ban) 
ing Co., Newark, N. J. said that a thir 
which should be kept in mind at 4| 
times is that the duty of a trustee is + 
keep intact that which the trust fur 
was started with and it is not the duty « 
the trustee to increase the fund. | 


Estate Tax Problems 


P. E. Godridge of the Bankers Tru 
Company of New York, led in the di 
cussion of estate tax problems and wi 
followed by Sherman Peer of the Ithac 
Trust Company, Ithaca, N. Y., H. 
Bailey of the United States Trust Con 
pany of Hartford, Conn., and Thom: 
C. Hennings of the Mercantile Tru 
Company of St. Louis. 


Current Legislation 


William G. Littleton of the Fidelit 
Trust Company of Philadelphia, in di 
cussing current legislation, Federal an 
State, said: | 

“We have before us today pending i 
Congress, the proposed Constitution: 
amendment which will permit 
Federal Government to take away frot 
the states one of the last remainin 
elements of sovereignty; and the cry fc 
the passage of that amendment is th 
red pottage of taxes, which we at 
losing; and it looks as if we are goin 
to sell our birthright, that we have tr 
ceived from the fathers, for a mess © 
pottage! The states will lose the: 
sovereign right to control their ow 
internal affairs.” 


Managing Business 


A. V. Morton of Philadelphia, speak 
ing on the subject of managing busines 
for trusts, said that in no State was 
trustee permitted to invest funds of th 
estate in a business venture, and that h 
is also under a great responsibility t 
dispose of such an interest if it come 
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into his hands. “It seems to me,’ he 
continued, “that if the testator is de- 
sirous of continuing such a business, it 
should always be arranged before his 
death by consultation with his counsel 
and the trust company. I think it is 
proper for the trust company officer to 
sit on the board of directors of such a 
company in order that he may help for- 
mulate and direct the business policies, 
but I happen to know of one case in 
Philadelphia, where an enthusiastic bank 
official, acting in such a capacity, and 
through his enthusiasm, persuaded his 
company to lend money to the business, 
and also to lend it to large stockholders 
on their stock interest. It is hardly 
mecessary to say that all those loans 
were absolutely written off” 

E. J. Fox of Easton, Pa., and Jona- 
than Steere of Philadelphia, also partici- 
pated in this discussion. 


Trust Accounting 


J. J. Graeber of the Equitable Trust 
Company of New York, in opening the 
discussion on trust accounting, read a 
short paper in explanation of a satis- 
factory accounting system. J. A. Wher- 
rett of the Continental Trust Company 
of Baltimore, W. S. Miller of the 
Northern Trust Company of Chicago, 
followed in the discussion of this sub- 


ject. 


Code of Ethics 


John W. Chalfant of Pittsburgh, 
speaking on the subject, “A code of 
Ethics for Trust Companies” told of 
the experience of the Pennsylvania 
Bankers Association in arriving at a 


harmonious understanding with the 
members of the Bar through the 
adoption of the following code of 


ethics which was approved by the State 
Bar Association : 


A bank or trust company should not draft 
Or prepare for another a deed of trust or 
mortgage to secure issue of bonds. 

A bank or trust company should not draft 
Or prepare for another wills, agreements of 


| sale, deeds or contracts or any papers or docu- 


ments for use in court proceedings, except 
when reasonable inquiry discloses that such 


party so requesting the same does not have 


an attorney, or except such drafting or prepar- 


_ ation be at the request of and for approval 
_ by the attorney of such requesting party, or 


interested estate. 

bank or trust company should not in 
any manner advertise that it will, without 
the services of an attorney, prepare or draw 
any of the above mentioned documents or 
papers or otherwise represent an estate. 
; bank or trust company should not appear 
in person or of record in any court in an 
proceedings without representation by counsel. 
F bank or trust company should not favor 
its regular counsel in the matter of the em- 
ployment of attorneys for interests or estates 
employing such bank or trust company, to the 


| exclusion of counsel previously consulted or 


employed or unduly favor its regular counsel 


in the matter of advising others in the em- 
ployment of counsel. 


A bank or trust company should never 
advise a customer to leave counsel aiready 
retained or dissuade a client from employing 
counsel already decided upon, unless the bank 
or trust company has valid reasons for beliey- 
ing that the particular attorney is not com- 
petent, skillfully or honestly, to execute the 
Particular matter, but a bank or trust com- 
Pany may and should assist and advise its 
customers and persons for whom it acts in the 
Matter of selecting counsel in cases where 
no counsel has. already been retained. 


The Banquet 


There were three speakers at the 
annual banquet which was held in the 
Grand Ball Room in the evening— 
Theodore G. Smith, vice-president of the 
Central Union Trust Company of New 
York City; Isaac F. Marcosson of the 
Saturday Evening Post and Owen J. 
Roberts of the Philadelphia Bar. Mr. 
Smith who presided as toastmaster read 
the following telegram from President 
Warren G. Harding: 

“It will please me greatly if you will com- 
municate to the members of the Trust Com- 
pany Division at the Banquet tonight my 
warm assurance of interest and concern for 
the welfare of the great branch of finance 
which will there be represented. It has seemed 
to me that the expansion of these fiduciary 
relations which are  characteristically con- 
ducted through the trust companies is quite 
representative of the highest ideals of fidelity, 
See and sound management in business 
affairs.” 


Mr. Roberts’ Address 


The addresses of Messers. Smith and 
Marcosson will be found elsewhere in 
this Journal. Mr. Roberts speaking on 
“The Old and New in Government” said: 

“T cannot emphasize too much nor can 
it be too often repeated that there has 
come over our Government and_ its 
functions a great change in your life- 
time and mine. 

“Our Government, of course, is an 
evolution. Its principles are inherited 
from men of Anglo-Saxon blood who 
fought and died for those principles. 
They got from the fatherland a distrust 
of government because that phrase in 
their ken meant something like oppres- 
sion and unfairness and improper treat- 
ment of the common man.” 

“When they came to frame the princi- 
ples of our government, they put into 
the constitution certain great personal 
guarantees. They had won by hard 
fighting the right of religious liberty, the 
right of a man to own his own soul, and 
they battled and bled for civil liberty, 
the right of a man to go and come as he 
pleased unhampered and unhindered and 
to get and to keep personal property 
called his own. 

“Their view was that that government 
which governed least was the best gov- 
ernment, and under that doctrine our 
legislators had mighty little to do in the 
first half century of our history except 
to protect the agggregate mass from op- 
pression and to protect the individual in 
his individual rights. The theory was the 
protection of the minority even if that 
minority numbered onlv one individual. 

“But about the middle of the last cen- 
tury a change came over things almost 
imperceptibly. Legislatures were ap- 
pealed to constantly to extend their ac- 
tivities, and to interfere in the private 
affairs and business concerns of men. 
It is a curious thing how stealthily that 
came over the country and it is a curious 
thing how the citizen of the United 
States who was so much in fear of 
governmental depression, suddenly 
turned to the legislature and cried for 
regulation, for law, to cover everything 
imaginable and particularly the attack 
was upon business. 

“We have about reached the limit 
which the frame of government we have 


will bear. Our government was never 
intended to develop economic situations 
and is not fitted for it. It is intended 
to defend the personal liberties of the 
citizen and that takes no complicated 
machine. 

“In my judgment we are drifting to 
state socialism. We have had the ex- 
amples before us and horrible examples 
they were, and they do not seem to have 
done us much good. 

“Have you noticed—that in the Senate 
of the United States a select committee 
is inquiring into the costs and expendi- 
tures in the operation of the so-called 
national industries? Do you know that 
it is mere propaganda towards a move- 
ment to nationalize all the so-called 
national industries—coal, oil and the 
rest of them, heaven knows how many? 

“Did you notice in the papers a list 
given out by this same Senate Committee 
of the tremendous salaries, hundreds of 
thousands of dollars, paid to the great 
executives in the oil industries? Did 
you realize that that was propaganda and 
intended for the thoughtless reader? 
Food for him to consume and to as- 
sume therefrom that he was paying more 
for his gasoline than he ought? 

“T have not the pleasure of knowing 
the gentlemen whose salaries were pub- 
lished, but I will guarantee that they 
earn every cent they get. Their busi- 
ness is to increase production and de- 


‘crease cost, and when any of them fails 


to reduce the price to the consumer, he 
will leave his job and somebody who 
can do it better will get it. 

“Are we prepared to revise our ideas 
of government? Are we prepared to go 
into a frank state socialism in this coun- 
try with all that it means in the suppres- 
sion of ambition, in the deterrent of 
industry, in the holding back of men 
who want to arrange their affairs for 
their good and if for their good and the 
economic good, then for the good of us 
all—are we to go to state socialism or are 
men who form the public opinion of this 
country, prepared to get out, take off 
their coats and work for old-fashioned 
Anglo-Saxon individualism where a man 
does not have to figure how, first of 
all, he can do a perfectly honorable 
business thing without first calculating 
what all the prohibitory statutes say, 
and does not secondly, have such taxes 
levied upon him as that he can not de- 
termine whether to go into a business 
proposition for fear of the resulting tax 
liability ?” 


Investigation of Federal Reserve 


At the close of the Sixty-Seventh 
Congress the following were appointed 
members from the House to be members 
of the Joint Committee authorized to 
inquire into the present limited member- 
ship to state banks and trust companies 
in the Federal Reserve system: 

Louis T. McFadden of Pennsylvania; 
Porter H. Dale of Vermont; James G. 
Strong of Kansas; Otis Wingo of Ar- 
kansas; Henry B. Steagall of Alabama. 

The three from the Senate provided 
for in the law are Senators McLean of 
Connecticut; Weller of Maryland and 
Glass of Virginia. 


School Savings Participation Not 100 Per Cent 


E recently asked the managers 
of school savings svstems: What 
reasons are given for ~on-nar- 


ticipation by pupils? How can 
these reasons be overcome? In other 
words how can 100 per cent. of pupil en- 
rollment voluntarily become systematic 
savers, depositing weekly and maintain- 
ing balances according to their abilities? 

The replies indicate the general opin- 
ion that it is practically impossible to ob- 
tain 100 per cent. enrollment. 

A large number of pupils have ac- 
counts in other banks and cannot afford 
to deposit in the school savings banks ; 
business conditions are unsatisfactory in 
many of the cities and towns making it 
impossible for parents to allow their 
children to save; many parents lack 
confidence due to the fact that the sys- 
tem is not thoroughly understood. This 
is especially true in districts where for- 
eigners reside in large numbers. 

In a large city it is natural that not 
all children are permitted to save in the 
one bank designated as the school de- 
pository. Parents have a right to choose 
their bank and for this reason the actual 
number of children saving is frequently 
greater than the figure given on the re- 
port. 

Indifference on the part of parents, 
teachers and school boards is often given 
as the reason for non-participation and 
lack of interest in the movement as a 
whole. 

If all persons concerned could be 
brought to understand and teach the 
children that they are not merely saving 
but are making money by depositing reg- 
ularly and becoming the possessors of 
interest-bearing bank accounts, a larger 
number would undoubtedly participate. 
Two-thirds of the students do not un- 
derstand this phase of the system. We 
believe that our objective in looking for 
100 per cent. participation can be ob- 
tained, in some instances at least, by a 
thorough understanding of the system. 

It is necessary, of course, to find 
means of keeping up the interest after 
the boom at the time of installation has 


passed. This has been accomplished in 
various ways: interscholastic competition, 
contests, school publications, posters, 


weekly reports from the principals as to 
the standings of rooms, etc. But for the 
most part 100 per cent. is considered 
Utopian and in a few cases we note that 
no attempt is being made in this direc- 
tion. 

Here are a few of the statements to 
us: “We discourage competition to save 
humiliating any one. Our once a week 
banking hour set aside in each room 
where pupils may deposit if they wish is 
all we encourage.” 

Another says: “It cannot be done and 
should not be tried as it antagonizes 


parents, many of whom have methods 
of their own for teaching thrift to chil- 
dren. Also many parents will not co- 
operate. | have known of children who 
stole to make deposits because they were 
urged too hard and did not get any help 
at home.” 

Naturally, the foregoing are problems 
that must be worked out by the individ- 
ual locality and this division is always 
ready to help in any way possible when- 
ever the problems are presented to us. 

Occasionally an antagonistic point of 
view is assumed as in the following in- 
stance: “It cannot be reasonably ex- 
pected that all children will deposit. No 
one acquainted with conditions as they 
exist in this city would think of such a 


thing. I am not in favor of putting 
money in the bank and starving to 
death.” Nor are we in favor of that. 


But we do not consider the buying of 
food thriftless spending and since it is 
our intention to discourage only the 
thriftless sauandering of money for 
which we as a nation, have been criti- 
cised so often, we fail to see the justice 
of such a remark 


A. B. A. Service 


Also we asked: What further assist- 
ance do you think should be provided by 
the American Bankers Association? 
One said: “They have given us no as- 
sistance but have taken considerable of 
our time in making out reports they 
have asked for.” 

At best our task is rather a thankless 
one, but if an attitude similar to the 
above should be taken towards us by 
all with whom we come in contact, we 
should put aside our plans in discour- 
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in Des Moines, 


agement and allow the school children to! 
sink back to “lolly-pop” days prior to the) 
beginning of our work. We record that! 
the cause of complaint with this corre-| 
spondent was quickly removed and a 
good spirit of co-operation established) 
by assurance that the division is in fact| 
expecting only such information as he 
had at hand. Such are misunderstand-| 
ings ! : | 
In direct contrast to the opinion just 
quoted we receive many assurances of 
willingness to co-operate in the efforts of 
the division to collect data in order that} 
the more successful operators may aid 
those who have not become well estab- 
lished. : = | 
Almost every instance of success has) 
been due to the hearty co-operation on) 
the part of the teachers. We have found) 
that the enthusiastic teacher has the en- 
thusiastic school and this enthusiasm is 
manifested in superior attainment in 
school and thrift work. f 
We do not expect the teacher to handle’ 
the clerical part of the school savings, 
bank work. On the contrary we dis-| 
courage it and have planned and put into) 
practice, methods whereby the teacher! 
is relieved of this responsibility. But] 
we do ask the teachers to encourage) 
thrift in every way possible and we be-| 
lieve it is primarily due to their efforts! 
that we can boast of our present suc- 
cess. ' 


The Need for Teaching , 


| 


It has been suggested that we assist) 
in the enactment of state laws making 
compulsory the operation of school say- 
ings banking projects. _ 


Iowa 


| 
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The laws which exist in several states 
for the teaching of thrift have had but 
small utility in extending the actual 
teaching of thrift and the laws relat- 
ing to school savings banking are only 
regulatory, not compulsory. Until some 
method has been developed which will 
be accepted by educational boards and 
bankers as a standard for educational 
and banking practice, it is not evident 
how compulsory laws will have the de- 
sired effect. An adequate and perhaps 
feasible substitute is by order of the 
local boards of education making school 
savings banking a definite part of the 
‘curriculum, 

We believe that the best results should 
come from a system which obtains the 
| greatest amount of co-operation from 
_ the teachers with the least amount of 
| work for them . We urge them to en- 
| courage thrift whenever an opportunity 
arises; by having an essay contest in 
' English classes, thrift talks in assembly, 
_ yearly prizes (offered by the depository 
| bank) for consistent savers and deposit- 
' ors, and by thrift pleas in connection 

with classes in civics. Nearly every up- 
' to-date civics text book contains a chap- 
ter under the heading of thrift and this 
\ ‘may be dwelt upon and expanded by the 
teacher who is sincerely interested in the 
work of discouraging thriftless and en- 
' couraging thoughtful spending on the 
part of the students. 

{ To go back to our question as to what 
| further assistance should be provided by 
_ the American Bankers Association, we 
have received numerous suggestions 
| which we shall adopt when possible. 

| We have been‘asked to furnish litera- 
ture which will educate the parents as 
well as the children in the advisability of 
| thrift. In many cases the parents are 
+ not “sold” to the idea. We have also 
been urged to draw up a book of forms 
_ and best systems with suggestions both 
for installing and encouraging the open- 
ing of accounts. 

It has been advised that teachers be 
' communicated with directly and that the 
local bank depository should engage a 
competent speaker to visit the schools 
at least once a year to consult with the 
teachers and give thrift talks to the 
students in an attempt to further the 
| movement. In some places this can be 
-} connected with the work of the Public 
Education Committee of the bankers’ 
associations. 

E Banks might well furnish illustrated 
| leaflets and pamphlets in girl and boy 
language to the end that the individual 
child must be made responsible for his 
or her financial well-being. Several 
| banks issue monthly or quarterly maga- 
, zines for pupils to take home. 

| One bank supplies a weekly thrift talk 
| for the teacher to use on the weekly 
_ bank day. They are called “sermon- 
aeeettes.” 

| We have been asked to suggest topics 
_ for these talks and to supply advertising 
| that will make the children become sys- 
tematic savers, depositing weekly and 
| Maintaining balances according to abil- 
ity. 
In other words, an individual bank 
problem can be illuminated by informa- 


|= 
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Monthly Tendency in Savings Deposits 


An increase in savings deposits of 8 
per cent. during the month preceding 
January 1, 1923 and of 7.9 per cent. 
during the preceding year is indicated 


by 887 banks which hold about one- 
third of the savings deposits of the 
country, according to tabulation of the 
Federal Reserve Board: 


er cent. paviass Per cent. 
Federal No. of banks Feb. 1, 1923 Jan. 1, 1923 ove? lat Feb. 1, 1922 es 
District reporting illions Millions Month Millions Year 

1 64 $1,150 $1,130 17 $1,078 6.2 
2 30 1,805 1,807 —.1 1,698 5.9 
3 80 442 436 1.3 425 Ai 
4 18 411 407 9 375 8.7 
5 93 284 278 2.1 254 10.5 
6 82 177 176 5 157 eZ 
7 219 833 829 4 768 7.8 
8 35 125 124 8 109 12.8 
9 15 86 83 3.4 77 12.5 
10 58 93 93 .00 80 13.9 
1 118 82 80 2.4 72 We 
12 75 864 851 15 750 13.1 
Total 887 $6,357 $6,300 8 $5,849 7.9 


tion about “the other fellow’s” method 
and we are asked to furnish data and 
statistics regarding the various methods 
which have been put into practice. We 
shall be glad to do this to the best of 
our ability. 

Savings bank systems are being in- 
stalled in new localities with wonderful 
success from the point of the number of 
accounts opened and the advertising 
that the banks have received from. same. 
It is not to be expected, of course, that 
these systems will pay for themselves at 
once, but in time they will become self 
sustaining and eventually yield profits if 
handled in a competent manner. They 
are projects of advantage; not only to 
bankers in view of the advertising re- 
sults and to parents to have children 
save the pennies they would otherwise 
spend to no end, but to the nation as a 
whole in the attempt to inculcate the 
quality of thrift as a national quality so 
that we may be characterized as a na- 
tion of savers and thoughtful spenders 
rather than a nation of spenders and 
careless squanderers. 


Values in School Banking 


The attitude of one banker toward 
school savings banking is expressed as 
follows: ‘There is considerable work 
involved but we feel that by the end of 
the year the amount on deposit will be 
sufficiently large to pay for part of this 
burden and the balance will have to be 
charged up against advertising. There 
is no doubt in our mind but what the 
work will produce results in the minds 
of our school children that will be of 
lasting nature. Should we continue this 
system year after year, it will mean that 
a child that enters a school now, will be 
taught the thrift habit during his entire 
attendance at school. Each week every 


teacher in the schools gives a short talk 
upon thrift, and this is bound to do some 
good.” 

A teacher writes: “I am anxious to 
secure any papers or blanks from your 
Association as this banking project has 
been the most interesting one that I have 
ever tackled and I want to get every- 
thing out of it that I can.” 

Hundreds and even thousands of such 
teachers and principals will be interested 
in our forthcoming volume explaining the 
passbook method approved by this Divi- 
sion. 


“The installation of the school savings 
bank system in the public schools of 
Seattle is one of the most powerful 
agencies for the future success of the 
community that has ever been established 
in this city,” writes Mr. Raymond R. 
Frazier of the Washington Mutual Sav- 
ings Bank and, last year, President of 
the Savings Bank Division of the Ameri- 
can Bankers Association. “When we 
once get the children in the habit of sav- 
ing their pennies, nickels and dimes reg- 
ularly we have solved the problem of 
thriftlessness in the United States and 
within two generations the American peo- 
ple will not be pointing the finger of 
scorn at. our own country as the most 
thriftless nation in the world. 

“The most important feature of the 
system is that it teaches the child the 
regular habit of thrift at a time when 
he is most easily molded. His own pride 
in coming to the teacher’s desk with his 
savings, even though they amount to a 
few cents, and presenting his pass book 
just as his father does at the bank down- 
town, will create a lasting impression on 
his mind that will stay with him all 
through life. 

“The next step will be the acquisition 
of property and a nation of property 
holders is a nation free from the dan- 
gers of Bolshevism and every other form 
of internal disruption.” 


National Banks’ Resources 


HE end of the year 1922 found 
National banks forging ahead 
and approaching the highest 

totals ever recorded. Their re- 
sources amounted to $22,000,000,000 an 
increase of! $2,000,000,000 in the year. 
This condition was shown to be general, 
for in only two states, South Dakota and 
New Mexico, were reductions in re- 
sources reported in the last statements 
made. 


Loans and Discounts 
t 

The loans and discounts also show an 
increase for the year. The total was 
$11,599,000,000 which was approximately 
$100,000,000 more than twelve months 
previously. Figures for the entire year, 
however, do not portray all of the facts. 
As the year grew on there appeared un- 
mistakable evidence of the returning 
tide of business. The last quarter of 
the year showed the loans and discounts 
to exceed those of the third quarter by 
more than $350,000,000. While these bor- 
rowings indicate the rehabilitation and 
expansion of business the loans were 
not excessive, for in spite of the in- 
creased amounts the percentage of loans 
and discounts to deposits was only 66.5 
per cent. or 11 per cent. less than at the 
close of the preceding year. 

The volume of deposits is indicative 
of the favor with which national banks 
are viewed by the public and shows 
clearly that there is no lack of con- 
fidence such as might give force to. the 
various proposals presented for radical 
changes in our depositary banking sys- 
tem. The total sum of deposits in 
national banks was $17,420,000,000, or 
one quarter of a billion dollars greater 
than one year before. 


Savings Deposits 


i 
The savings departments of national 
banks have come to be important ad- 
juncts to those institutions, to the com- 
mercial banking public and to the saving 
public as well. The total time deposits 
at the close of the year were $4,318,000,- 
000. At the close of the last fiscal year 
5,785 national banks were reported as 
operating savings departments or carry- 
ing savings accounts. ‘The total number 
of depositors in such departments was 
8,875,088 owning savings accounts aver- 
aging $345 each. 


Capital Stock 


The capital at the close of the year: 


was $1,317,000,000 or an increase of $34,- 
000,000 over the corresponding time of 
the previous year. Surplus and undi- 


vided profits amounted to $1,604,500,000 
and this represents an increase of seven 
per cent. The number of national banks 
increased during the year by 83. How- 
ever, of those in existence at the be- 
ginning of the year 229 effected in- 
crease of capital during the twelve 
months. Stock dividends were respon- 
sible partially or wholly for the in- 
creases recorded in 73 banks, and the 
total amount added in this manner was 
$10,790,000. 


Liquidations 


The growth of the feeling that 
national banks should be given the same 
privileges of operations as are enjoyed 
by competing banks organized under 
state charters is emphasized by the num- 
ber of banks which have withdrawn 
from the National system. With a 
capital of $12,615,000 the year witnessed 
the voluntary liquidation of seventy- 
eight national banks and the absorption 
of sixty-one of them by state banks. 
Only twenty-five banks liquidated and 
were absorbed by other national banks. 
Under the law permitting consolidations 
of national banks forty-two of them 
consolidated under twenty-one charters. 

‘ 


United States Securities 


That the banks are the real instrumen- 
talities of distribution of securities is- 
sued by the government from time to 
time is evidenced by the figures show- 
ing that approximately one-fifth of the 
interest bearing obligations of the 
United States totalling $4,124,000,000 are 
held by the banks. National banks hold 
$2,285,000,000, State banks and _ trust 
companies $1,214,000,000, Federal Re- 
serve Banks $556,600,000, and Federal 
Land Banks $67,000,000. 

\ 


Int. Revenue Tax Adjustments 


Just a word to member banks request- 
ing the Washington office of the As- 
sociation to give aid in Federal tax 
matters. 

Tax returns are public records, but 
open to inspection only, upon order of 
the President of the United States and 
‘under regulations prescribed by the Sec- 
retary of the Treasury and approved 


by the President. Regulations of 
the Secretary have been approved 
by the President and ‘in com- 


pliance therewith the Internal’ Revenue 
Bureau enforces strictly the law against 
indiscriminate disclosures to unau- 
thorized and unidentified persons. De- 
lays so frequently encountered will be 
obviated if member banks in directing 
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that findings of the Bureau be investi- 
gated will at the same time send properly 
executed powers of attorney. Without 
such documents it is not possible to look 
through files in any case nor to confer 
with Bureau officials upon the points of 
difference. Powers of attorney should 
run to EF. E. Mountjoy, who is Deputy 
Manager of the Association in charge 
of the National Bank Division, though 
the authority should be given to him as 
an individual. He will then be in a 


position to proceed immediately to the | 


work of adjustment. 

The Washington office is available at 
all times for the performance of such 
work and is engaged in it constantly 
for member banks. The greatest dis- 
patch possible is sought and will be aided 
in a considerable measure if the proper 
authorization accompanies the request. 


Trust Departments of Nationals 


HE experience of National banks 
in inaugurating trust departments’ 


is that the public is not generally 
informed of the broad fiduciary 


powers possessed by national banks and 


of the safeguards thrown about trusts 
being administered by banks chartered by 
the national Government and strictly su- 
pervised thereby in the interest of the 
public. 


To many good prospects for the trust 
department the evolution in fiduciary 
practice which has brought the corporate — 
trustee into being has not been made — 


plain. To many 


others who have a- 


knowledge of corporations so acting the — 


fact that national banks are so en- 
gaged is unknown. That a bank, and 
particularly one in the name of which 


the word “Trust” does not appear, should. 
be authorized or in a position to admin- — 
ister an estate or other form of trust — 
would be a revelation to perhaps a 


greater number of potential clients of 
trust departments than are now being 
served by corporate fiduciaries. So it is 


obvious that those who are engaged in ~ 
the business now are pioneering, and up-_ 
on them rests the responsibility of so_ 
heralding the possibilities and likewise — 


the results of national bank trust admini- 
stration that the proper proportion of 
the vast volume of trust work that is 


destined to be performed by the cor-— 


porate fiduciaries in the future will be 
lodged with the national banks. 

The importance of advertising the 
trust department is manifest. Whether 
this be done through the daily press, 
through the distribution of . persona 
letters or pamphlets or booklets, or 


through personal solicitation, a system-_ 
atic outline of the policy: to be fol- 


lowed is: an indispensable. prerequisite. 


_ 
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Mottled cream matt Terra Cotta 
Speckled gray glazed Terra Cotta base course 


JEROME NATIONAL BANK 
TEROME, IDAHO 


RUDOLPH, FALKENRATH, Atchitect 


“We CONSIDER our BUILDING a 


4 Baeee the Jerome National Bank of Jerome, Idaho, 
takes pride in the appearance of its building is 
not to be doubted. Mr. Gilbert J. White, President, 


writes us: 


“We have callers trom as far east as Vermont. 
All delegations are invited to inspect our building. 
We have received compliments on its being the 
most up-to-date banking room in the West. We 
consider our building a wonderful asset. Our sav- 
ings have grown over 100%—other deposits also 
increasing during times of stress.” 


This is a tale such as bankers are glad to hear. And 
Mr. White goes on to give Terra Cotta credit for the 
attractive exterior appearance of his bank. He says 
that for bank buildings Terra Cotta is “the neatest, 
finest material possible” and that “Terra Cotta will be 
used more in buildincs” in his section of the country 


WONDERFUL ASSET” 


because of the splendid example set by the Jerome 
National Bank. 


Bankers everywhere are coming to have a livelier 
appreciation of the artistic and practical possibilities 
that lie in Terra Cotta. It may be obtained in any 
shape or any color, and is equally adaptable for the 
simplest or the most intricate decorative detail. No 
comparable material is so moderate in cost, so inex- 
pensive to maintain. It is thoroughly fire-resistant, 
waterproof and weatherproof. If Terra Cotta becomes 
dirty, its original color and appearance can be restored 
by washing with soap and water. 


Our handsome brochure,“Better Banks,” pictures 
several scores of the finest banks in the country, and 
tells the interesting story of Terra Cotta in bank archi- 
tecture. We will gladly send you this brochure, free, 
on request. Address National Terra Cotta Society, 
19 West 44th Street, New York, N.Y. 


‘Permanent 


When writing to advertisers please mention the 


Beautiful 


Profi table 


“Journal of the American 


3ankers Association.” 


The Bank and Your Investments 


Speakers Suggestions By the Committee on 
Public Education American Bankers Association 


UR Talk on Character showed 
():: that our success in life de- 

pends upon the investments we 

make each day of our talents 
and time. Our future return will be 
gain or loss, according to these in- 
vestments. That is a law of life 
which controls the investment of our 
money, just as it controls the invest- 
ment of our talents. As we make 
good or bad investments with our 
money, so will we have future gain 
or loss. 


Every One an Investor 


By attending school, you make an 
investment of your time and effort. 
If your investment is properly made, 
you will receive, as your return, a 
much richer lifetime. The tax-payer, 
who annually puts millions of dollars 
into the public school system of 
America, is making an investment 
which, he hopes, will bring great re- 
turns in educated citizenship. The 
farmer, who ploughs and fertilizes the 
ground, who sows the seed and culti- 
vates the growing crops, is also mak- 
ing an investment from which he 
hopes to reap a dividend at harvest 
time. Hence, we see that in prac- 
tical life we reap a future return from 
whatever good or bad investment we 
make today, of ourselves, of our 
talents, of our work, or of our money. 

In the business sense, the word in- 
vestment relates to the use of money 
in acquiring ownership of property. 
The laws of our country permit us to 
enjoy this right. Our ownership may 
represent entire possession of prop- 
erty, as in the case of buying a home; 
it may represent partial ownership, as 
in purchasing stock in a corporation; 
or it may be conditional ownership, as 
in the case of buying a mortgage or a 
bond. In buying mortgages and 
bonds, we are merely lending our 
money for a certain period at a cer- 
tain rate of interest. In a previous 
talk, we said that, in borrowing 
money, some form of promise to pay 
had to be entered into, and _ that 
great corporations, railways, and gov- 
ernments often borrowed money by 
issuing bonds to be sold to people 
who have money to invest. These 
bonds are a form of promise to pay, 
just as is a note. They promise to 
pay interest during the time of the 
loan and to pay the principal at ma- 
turity. 

When we speak of having made an 
investment in United States Liberty 
Loan bonds, in mortgages, or in rail- 
road or corporation stocks and bonds, 
we mean that we have used our 
money to buy them. ‘They have be- 
come our property, they cannot be 
lawfully taken from us, and we will 
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receive the interest or dividends 
which they earn as long as we own 
them, or until they mature. Thus it is 
plain that all property, such as houses, 
lands, railroads, factories, public 
buildings, farm stock, automobiles, 
furniture, and so forth, have owners 
who are persons just like ourselves. 


Property Owned by Individuals 


The ownership of the great corpo- 
rations of America is vested in in- 
dividuals—perhaps even your next 
door neighbors or yourselves—who 
have invested money in shares of 
stock or in bonds of these corpora- 
tions. Many people regard the own- 
ership of the United States Steel Cor- 
poration, for example, as differing 
from the ownership of the workshop 
just around the corner. Yet the peo- 
ple who have invested their money in 
shares of stock of the Steel Corpo- 
ration are entitled to the same rights, 
undér the law, as is the owner of the 
little workshop. In the corporation, 
the owners hold certificates of stock 
as evidence of their investment, 
whereas the owner of the little work- 
shop holds a deed as title to his 
land, and the actual merchandise in 
which he deals as evidence of his 
investment. Thus, our great railroads 
and other corporate resources are 
owned by individuals. 

The laws of our country stand for 

the equal protection of all investors. 
Because of this protection, it is pos- 
sible and profitable for us to make 
good investments. It gives us an in- 
centive to work hard and to invest 
our money, in order to develop and 
improve the conditions under which 
we live. Investments represent past 
effort, since the person who wishes to 
purchase them must first work and 
accumulate funds with which to do so. 
Every American citizen who is thrifty 
can store up dollars for investment. 
He will then be a better citizen, be- 
cause he will be interested in preserv- 
ing his investment, whether it be 
stocks and bonds, the house in which 
he lives, or other things which ad- 
minister to his comfort or to that of 
his family. 
_ The person who carries life insur- 
ance, fire insurance, or, in fact, any 
kind of insurance, has a conditional 
investment or equity in the large 
amounts of bonds carried by these 
insurance companies in order to meet 
amounts which may become due him, 
as a policy holder. 

Bonds are always secured by mort- 
gages on lands, or on the buildings 
or other property of the corporation, 
in the construction of which the 
money has been used. Eventually, 
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when a bond matures, the money 
must be repaid to the one who has 
lent it, that is, to the owner of the 
bond. Thus, all investors are a part 
of a great financial machine which, 
year in and year out, constantly gath- 
ers up and puts to work the wealth of 
our country, for the mutual benefit, 
prosperity, and well-being of all. 

Sometimes the investments. of 
wealthy people are referred to as if 
they differed from the investments of 
those who have less to invest. No 
matter what a man’s income is, it 
can be spent, or hoarded (which sel- 
dom occurs), or invested again for 
the common good only by the per- 
son receiving it. The person receiv- 
ing a large income can eat only three 
meals a day; he can wear but one suit 
of clothes and live in but one house 
at a time. He cannot appropriate his 
wealth to himself unless he locks it 
up in a strong box, where it serves 
neither him nor any one else. The 
man of wealth never does this, be- 
cause he knows that after paying his 
expenses, taxes, and so forth, he can 
promote the general welfare by send- 
ing the surplus of his income back 
into the channels of trade. 


Investing Means Self-Denial 


In America, it is possible for any 
one who is willing to pay the price of 
self-denial and hard work, to be an 
investor—to make investments of 
money. Good investments made in 
early life, in acquiring ability while 
at school and in saving such small 
sums as it may be possible to save, 
lay the foundation for providing the 
comforts of later years, when it is 
harder to earn a livelihood and when 
poverty often becomes the condition 
of those who have not practiced 
thrift in youth. It is only because so 

many people do not carefully guard 
their expenses that eighty out of 
every one hundred die penniless. 

Something saved out of the money 
we have today, for use next month, or 
next year, or in the years to come, 
will make our tasks at that time so 
much easier. One thousand dollars 
saved and invested at six per cent, 
last year, increases our income by 
five dollars each month for every 
month of this year. Should we save 
and invest a like amount this year, 
our income will be increased by more 
than ten dollars each month for every 
month next year. Smaller savings, 
of course, accumulate in like propor- 
tion. Thus it is that men prosper 
through investment, having first 
learned to save their money. For this 
reason, as boys and girls, we must 
learn the value of thrift, of saving 
now for future rewards, even though, 
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at first, the amounts are very small. 
In every field of human endeavor the 
principle is the same. Our progress 
is in proportion to the amount we 
have wisely invested. For the vast 
majority of people, the very best way 
to make financial progress, is by 
means of the savings account, in 
which small amounts saved above liv- 
ing expenses are deposited. If the 
boys and girls of America wish to be- 
come prosperous, they must become 
investors. They must start by using 
the savings account. 


Above All, Invest Safely 


It. is not wise to take for granted 
that those without experience know 
how to make safe investments of 
money. ‘There is only the slightest 
chance of success, unless the invest- 
ment is guided by those who know. 
For this reason. it is essential that the 
following important suggestions be 
left with you. 


Never Buy Investments Unless 
You Understand Them 


1. Many companies are constantly 
being organized to promote unsound 
schemes which you hear referred to 
as “wild-cat.” There, are always 
solicitors ready to relieve people of 
their savings by the promise of big 
returns on ill-conceived investments. 
Attractively-printed statements are 
set before you showing, on paper, 
how impossible it is for these com- 
panies to lose money. It is usually 
difficult to verify these statements. 
The lure of great wealth, always a 
temptation, is placed before you. In 
this way, thousands upon thousands 
of thrifty people are deprived of hard- 
earned savings every year. Widows 
and orphans who have _ inherited 
money are frequently sought and 
made the targets of these fake-stock 
salesmen. Misery and suffering are 
the usual results. Beware of these 
scheme promoters; have nothing to 
do with the suggestions they bring to 
you. 


Keep Away From High Rates of 
Interest 


2. Many people with small means 
lose money because they very often 
insist on getting a high rate of in- 
terest on their investments. To lose 
one’s money is a very serious matter, 
and we should consider safety of 
principal above large returns in in- 
terest or dividends. Therefore, we 
should never buy high-rate, specula- 
tive investments, in which there is 
great risk, but should stick to invest- 
ments which pay a fair rate and which 
are known to be safe. 


Get a Successful Man’s Advice 


3. Whenever you wish to know 
whether an investment is worth buy- 
ing, go to a banker, or a successful 
business man, who has had experi- 


To the Service 
of the Community! 


In a little room in the rear of the first 
bank on Broadway, a group of men 
met in 1824 to dedicate the Chemical 
Bank to the service of the community. 


TO SERVE—by furthering com- 


merce, not speculation. 


TO SERVE—by furnishing assis- 


tance not to promoters or so-called 
“financiers” — but to the individual 
merchant and business man. 


Our policy then—our policy today 


Seeking New Business on Our Record 


ence in making investments and in 
whom you have confidence, Find out 
his opinion and then act in accord- 
ance with it. In all probability this 
will mean the difference between suc- 
cessful investment and total loss of 
your money. The banker deals with 
investments every hour of the day 
and desires to give you all the help 
and information he can. He believes 
that you should have a clear under- 
standing of an investment, before it 
is purchased. He knows the need for 
avoiding stock promotion schemes 
and get-rich-quick propositions, be- 
cause he has observed many cases 


. 


Ou THE 


EMICAL 


NATIONAL 


BANK 


OF NEW YORK. 
Founded 1824 


BROADWAY AND CHAMBERS, FACING CITY HALL 


where these have brought poverty and 
suffering. He has learned the need 
for great caution in all investments, 
and is less likely to make a mistake 
than those without experience. Re- 
sponsible investment houses are 
always glad to give you _ advice. 
While many states have endeavored 
to pass laws protecting the public 
against the promoters of fake invest- 
ments, thousands of people an- 
nually fall victims to their visionary 
schemes, because they fail to seek ad- 
vice of those experienced in making 
investments. 


(Concluded on page 619) 
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Why Goodwill is Lacking 
In Your Community 


There was a time when the Goodwill 
of the customer was so little esteemed 
that the seller's policy was, “Let the 
Buyer Beware!” 


Today the Goodwill of customers is 
highly valued, and business men ap- 
preciate the necessity of creating and 
maintaining it. 


But Goodwill between employer and 
employee. is still regarded as of little 
value. 


This is evidenced by the lack of har- 
mony reflected by strife and contro- 
versy, but more commonly by the 
under-production, poor quality, and 
waste of time, material, and machinery 
existing in plants of all kinds and sizes. 


In numerous mills and factories, em- 
bracing many considered well-managed, 
these destructive sources are causing 
a loss equal to 25% of annual pay-roll 
investment. 


A loss of $250,000 in productive value 
for every $1,000,000 of wages cannot 
fail to affect employer and em- 
ployee—it affects every business house 
and every bank in the community. 


Goodwill is lacking in your community 
because employers do not understand 
its value, or do not realize that the 
only way to create and maintain Good- 
will is through practical, personal 
education to teach the workman the 
advantage to himsely cf co-operation, 
productivity and thrifi. 


“The Viewpoint of the Emp/oyee is the 
Mcst Neglected Asset in Industry’’ 


SHERMAN SERVICE, Inc. 


Industria! Co-ordination—Production Engineering 


New York Boston Detroit 
2 Rector Street 10 State Street First Nat’! Bank Bldg. 
Chicago St. Louis 
208 South La Salle St. 314 Broadway 
Philadelphia Cleveland 
1011 Chestnut Street Park Building 


Toronto 
10 Adelaide Street, East 
Montreal 
Drummond Building 


Lhis is Number 3 of a series of announcements published to convey a clearer knowledge 
of the value of cordial industrial relations to employer, employee and the community. 
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(Continued from page 617) 
Careful Investing Brings Success 


Increasing numbers of people are 
learning that care in the use of money 
brings success. Nearly every one 
knows how to work, but too large a 
proportion of our workers have not 
‘yet learned how to save. Of those 
who know how to save, there are 
‘many who know very little about how 
to invest. If due care is used, success 
will follow honest effort as surely as 
day follows night. 

The men who successfully use and 
invest their money are not necessarily 
men of any special profession or abil- 
ity. ‘Thousands of wage earners are 
owners of good investments. They 
_ are men of strength and purpose who 
_ have determined not to expect sudden 
wealth, but, by strict economy and 
_ careful investing to provide for them- 

selves and their dependents. ‘They 
_ stick to sound investments—invest- 

ments which can usually be relied 
- upon for an assured income and which 
_ give a sense of deep satisfaction to 
the investor. 

No matter what the present cir- 
cumstances may be, every young per- 
son should decide to become, as soon 
as possible, an owner of investments. 
The lessons of thrift practiced early 
in life are very important and have 
much to do with the future. If you 
keep the investment idea before you 
as a desired goal, there is very little 
danger that you will ever lack the 
necessities of life. 
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Business Changes 


| At a meeting of the Board of Direc- 
| tors of the Guaranty Company of New 
| York, all of the officers were re-elected. 
| John F. Patterson was appointed an as- 
sistant vice-president and W. M. Falion 


has been appointed an assistant 
treasurer. 

Stockholders of the Irving Bank- 
Columbia Trust Company, recently 


formed by the consolidation of the Irv- 
ing Bank, New York, and the Columbia 
| Trust Company, have elected the fol- 
lowing Board of Directors for the new 
institution: Milo M. Belding, William 
ime. Breed, A. E. Carlton, Edward ial 
_ Clark, Edward 1 Cornell, Warren Cruik- 
| shank, William K. Dick, Henry Fletcher, 
| James M. Gifford, Alexander Gilbert, 
J. Horace Harding, Harold A. Hatch, 
Willard V. King, Lee Kohns, Frederic 
G. Lee, Adam K. Luke, Arthur W. Mil- 
burn, Sidney Le Mitchell, Augustus G. 
Paine, Jr., Hubert T. Parson, Charles 
ie. Perkins, Lewis E. Pierson, John J. 
- Pulleyn, Jacob L. Reiss, Noah ie Rogers, 
_ Arthur Sachs, W illiam Skinner, Fred- 
| erick Strauss, ; Swayne, 
| William A. Tucker, Elisha Walker, 
| Harry E. Ward, Theodore F. Whit- 
_marsh, Daniel W. Whitmore, Harry M. 
Williams. Lewis E. Pierson continues as 
‘chairman of the board and Harry E. 
Ward as president. 


National Bank of Commerce 
in New York 


Established 1839 


STATEMENT OF CONDITION DECEMBER 29, 1922 


RESOURCES LIABILITIES 

Loans and Discounts. $249,939,708.52 | Capital Paid up...... $25,000,000.00 
Overdrafts, secured 

and unsecured .... 92,0570 09 ES UIPIUS ©... .2...--00-0- 5: 25,000,000.00 
United States Securi- 

tiesye!. ofS ee eee 90,923,511.93 | Undivided Profits..... 12,437,882.87 
Other Bonds and Se- 

CUTHIES. fo eee 7,68/,159-60'| Deposits .......-..¢. 426,621,196.43 
Stock of Federal Re- ; 

Serve) Dalle nites 1,500,000.00 | Dividends unpaid 10,992.50 | 
Banking House ...... 4,000,090.00 
Gashiine Vault and Reserved for Interest, 

due from Federal Taxes and other 

Reserve Bank 47,022,643.26|. Purposes ...+....> 6,930,942.56 
Due from Banks and 

Bankers: }.7igee aes 20,159,870.70 | Unearned Discount .. 1,520,249.04 


Exchanges for Clear- 
ing House 


Checks and other Cash 


81,958,849.14 11,206,670.32 | 


Letters of Credit.... 


tems re See ar 2,174,829.83 Acceptances executed 
Interest Accrued .. 1,323,680.62 for Customers .... 25,790,655.70 § 

Customers’ Liability 
under Letters of Acceptances sold with is 
Endorsement. . 1,742,381.28 & 


Credit and Accept- our 


$536,260,970.70 


$536,260,970.70 


PRESIDENT 
JAMES S. ALEXANDER 


VICE-PRESIDENTS 
_ LOUIS A. KEIDEL * 
‘DAVID H. G. PENNY 
JOHN E. ROVENSKY 


FARIS R. RUSSELL 
STEVENSON E. WARD 


J. HOWARD ARDREY 
JOSEPH A. BRODERICK 


SECOND VICE-PRESIDENTS 


OSCAR L. COX 
ELMORE F. HIGGINS 
WALTER E. LOVBLAD 

ARCHIBALD F. MAXWELL 


FRANZ MEYER 
EDWARD H. RAWLS 
EVERETT E. RISLEY 
HENRY C. STEVENS 


HARRY P. BARRAND 
THOMAS W. BOWERS 
LOUIS P. CHRISTENSON 
JAMES !. CLARKE 


AUDITOR 
PAUL B. HOLMES 


CASHIER 
ROY H. PASSMORE 


DIRECTORS 


EDWARD D. DUFFIELD 
CHARLES E. DUNLAP 

HERBERT P. HOWELL 
JOHN G. SHEDD 


VALENTINE P. SNYDER 
HARRY B. THAYER 
JAMES TIMPSON 
THOMAS WILLIAMS 


JAMES S. ALEXANDER 
JOHN W. DAVIS 

HENRY W. de FOREST 
JOHN T. DORRANCE 


Leo G. Desobry, formerly with the oO 
National Stock Yards National Bank, 
National Stock Yards, Illinois, has be- 
come a director and a vice-president 
of the Broadway Savings Trust Com- 
pany of St. Louis, Mo. 


L. Brokaw, member of the Execu- 
tive Council from Kansas and member 
of the Federal Legislative Council, has 
recently been elected President of the 
Commercial National Bank, Kansas 
City, Kansas. The new Chairman of 
the Board of the Commercial National 
Bank is P. W. Goebel, Ex-President of 
C. Hunt Turner, Jr. has been elect- this Association. 
ed secretary of The Mississippi Val- 
ley Trust Company of St. Louis, to 
fill the vacancy occasioned by the 
death of James E. Brock. 


On January Ist the per capita cir- 
culation of money in the United 
States was $42.81. 
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Kentucky’s Plan for Grading Banks 


hereafter be graded in the order of 

their excellence in the conduct of 

their business. Every banking oper- 
ation conducted in strict compliance with 
the generally accepted standards of effh- 
cient and safe banking will be credited 
to the bank in the records of the State 
Department of Banking. The scheme of 
rating prepared by the Commission of 
Banking consists of 28 points. 


The order of grading on a basis of 
100 per cent. will be as follows: 


I: Kentucky the state banks will 


TLjGanis teas ore eee ees naa 35% 
DirectOrsaeDutieswea= reer 15% 
Bookkeeping gies socom ee 15% 
Capitalmancan sie i Smee tes 10% 
Overdraktsee ete tee sn 10% 
Interest on Deposits ............ 5% 
-Officers’ and Employes’ Bonds ... 5% 
Insuraticemeasca ee ae ee 5% 
100% 

The sub-division of points in the 


schedule of ratings is as follows: 


Loans—35% Rating 


5%—No loans more than 60 days past 


due. (Notes in suit excepted.) 
(a) Loans adequately secured by 
real estate on which interest is paid 
semi-annually or annually not con- 
sidered due until expiration of such 
period. 
(b) Demand notes considered due 
six months after date. 

5%—At least 10% of investments in 
liquid or readily marketable form. 

5%—No uncollectible loans. 

5%—Total bills payable and rediscounts 
not exceeding capital stock. 

2%—Signed financial statement required 
from all persons or firms whose 
loans exceed $1,000. 

8%—Section 583, Kentucky Statutes, fully 
complied with. 

5%—-No one name paper unless secured 
or the legal and moral worth of the 
borrower is unquestionable. 


Directors’ Duties—15% Rating 


5%—Monthly meetings of a majority of 
the Board of Directors. 

5%—All loans of $500.00 or more ap- 
proved by at least three directors 
when made. 

5%—Complete record of each directors’ 
meeting kept on minute book and 
properly signed. 


STATE BANK DIVISION 


Bookkeeping—15% Rating 


2%—Daily statement kept reflecting all 
accounts of general ledger. 

2%—Complete record of each day’s cash 
kept on teller’s cash book. 

2%—Trial balance taken off individual 
and savings ledgers monthly. 

2%—A liability ledger kept and balanced 
with notes monthly. 

2%—Registers kept for cashier’s and cer- 
tified checks and certificates of de- 
posit and each reconciled monthly. 

2%—Postings on individual ledgers prov- 
en daily. 

2%—All bank accounts kept in general 
ledger and reconciled monthly. 

1%—A detailed record kept of all ex- 
pense items. 


Capital Stock and Surplus—10% 
Rating 


3%—Total capital stock and surplus equal 
to or greater than 10% of total de- 
posits. 

3%—The amount invested in banking 
house, furniture and fixtures not ex- 
ceeding 25% of capital and surplus, 
excepting banks in first and second 
class cities 50% of capital and sur- 
plus. 

4%—Unimpaired surplus equal 
greater than capital stock. 

(Surplus equal to one-fourth of capital 
or more will be graded in proportion. ) 


to. or 


Overdrafts—10% Rating 


5%—Total overdrafts as follows: 
(a) Not exceeding $750 for banks 
with deposits less than $500,000. 
(b) Not exceeding $1,500 for banks 
pas deposits of $500,000 to $1,000,- 
(c) Not exceeding $2,500 for banks 
with deposits of $1,000,000 or more. 

3%—No officers, directors or employees 
overdrawn. 

2%—No checks being held to avoid over- 
drafts. 


Interest on Deposits—5% Rating 


5%—Rate of interest paid on time and 
savings deposits not exceeding 4%. 


Officers’ and Employees’ Bonds— 
5% Rating 


5%—All active officers and employees 
having access to the funds, stocks, 
bonds, securities and accounts of the 
bank, under bond for faithful dis- 
charge of duties. 
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Insurance—5% Rating 


2%—A reasonable amount of fire insur-— 
ance on banking house, furniture and — 
fixtures. 

3%—A reasonable amount of burglary 
and holdup insurance. ; 


According to the ratings received the 
banks of the state will therefore auto- 
matically place themselves into one of 
four classes: 

“Excellent” banks comprising those at- 
taining a rating of from 85 to 100 per 
cent.; “good” having a rating of 75 to 
85 per cent.; “fair” having a rating of 70 
to 75 per cent. and “unsatisfactory” when 
the check-up gives a percentage below 
70 per cent. 


Bank Promotion 


A bill has been introduced in the 
Pennsylvania Legislature providing that 
before any certificate or application for 
the incorporation of any bank or trust 
company is transmitted to the Governor 
for his approval ‘and for the issuing of 
letters patent, the Commissioner of Bank- 
ing shall inquire whether any fee, com- 
mission or compensation has been, or is 
to be paid to any person, co-partnership, 
association or corporation for the promo-_ 
tion or organization of such bank or 
trust company or whether any part of the 
money collected, or to be collected, from 
subscribers or stockholders, has been, or 
is to be applied to the payment of pro- — 
moters’ fees for obtaining subscriptions 
or selling stock or for services in start- 
ing and opening any. such bank or trust~ 
company, whether the same is provided 
for by contract with the proposed bank | 
or trust company or by contract with the 
subscribers to the stock of the proposed 
bank or trust company and, in any such 
case where such payment has or is to be 
made, the Commissioner of Banking shall 
have power to refuse to approve of such — 
incorporation and he_ shall thereupon 
communicate the facts to the Governor, 
who shall upon the receipt of the certi- 
ficate or application of incorporation of 
any such bank or trust company, disap- 
prove thereof and indorse his disapprov- 
al thereon and refuse to direct the issue 
of letters patent for the incorporation of 
such bank or trust company, unless m 
any case it shall appear to the Governo! 
that the action of the Commissioner of 
Banking has been unreasonable. 


fi 


, 
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HAR VARD’S 
FORECASTING 
SYSTEM 


Harvard to investigate the possibilities of constructing a dependable 


[: 1917 a group of economists and statisticians assembled at 
Index of General Business Conditions. 


At the end of two years the investigations resulted in the development of 
a new and scientific system of business forecasting which was thoroughly 


tested for the period 1903-14. 


Its record of performance is noteworthy. Throughout the entire test 
: P bs g 

period of eleven years it anticipated every important turn in commodity 

prices and industrial activity by from six to ten months. — 


This Index of Business Conditions in practical operation since the close of 
the war has continued to forecast business with the same dependability as 


during the test period 1903-14. 


| It forecast the crisis of 1920 by fully six months. It may be expected to 
| give ample warning of the next important turn in business. 


A booklet descriptive of the Harvard Eco-— 


nomic Service will be mailed upon request. 


HARVARD ECONOMIC SERVICE 


390 WADSWORTH HOUSE 


HARVARD UNIVERSITY, CAMBRIDGE, MASS. 


When writing to advertisers please mention the ‘Journal of the American Bankers Association.” 


The Condition of Business 


ar HE outstanding events of the 
past few weeks have been in 
the field of finance. The stock 
market resumed the advance 

which had been halted in November; 
the commercial loans of banks re- 
newed their upward movement; inter- 
est rates became firmer; and on the 


21st of February the Federal Reserve 
Banks of New York and _ Boston 
raised their discount rates from 4 to 
41% per cent. for all types of paper. 
While these events held the center 
of the stage there was no lack of 
other evidence of active business and 
in fact the financial changes may be 


ie 


Wie 


@ By actual count, entered and left the First 
National Bank Building in Detroit. q@ This 


was an ordinary, average business day. It 


was only a few months after the opening of 


this new twenty-five story bank building 


on a historic site at the heart of the city. 
@ Bankers in other parts of the United 
States can gather from these figures some- 
thing of what Detroiters think of the efforts of 
the First National group to serve them well. 


(Formerly First & Old Detroit National Bank) 


FIRST NATIONAL BANK 


DE Sie Rit©sl an 


MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 
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attributed largely to changes within 
the field of business itself. Produce 
tion increased more rapidly in Jan 
uary than in any other month for 
some time with the single exception 
of November, and the index of pro- 
duction in basic industries which is 
prepared by the Federal Reserve 
Board reached a point higher than 
the 1920 peak, and more than 20 per 
cent. above the 1919 average. Freight 
car loadings were in excess of pre 
vious records for this time of year; 
building was exceptionally active 
Prices continued to advance and there 
began to be evidence that we are 
rapidly reaching that balance of sup- 
ply and demand which is expressed 
by the term “seller’s market.” : 
Stock Market ; 


. > 


It was freely predicted by a number 
of commentators that the rise of 
stock prices last fall marked the end 
of the bull movement and that the 
prospect for 1923 was a steady ies 
cession in prices. The events of the 
early weeks of this year have dis= 
proved at least part of the prediction. 
Early in February industrial stocks 
began a rise which carried represen- 
tatives averages up about six points 
to the highest levels reached last fall. 
The recovery in railroad stocks was 
less complete. Trading was the heay- 
iest since last June and averaged well 
over a million shares a day. Repre 
sentative price averages including 
both rail and industrial stocks are 
now about eight to ten points below 
the highest levels which were reached 
in 1919. 

One factor in the strength of the 
stock market, apart from general im- 
provement in business conditions, was 
probably the publication during Jan- 
uary and February of the annual 
statements of industrial concerns, 
showing on the whole more favorable 
results of 1922 operations than might 
have been anticipated. The great 
majority of concerns showed profits 
considerably larger than in 1921 and 
the earnings of a considerable number 
compared favorably with 1919 and 
1920 figures. When it is borne i 
mind that the early months of 1922 
were months of rather restricted busi- 
ness activity the earnings reported for 
the year are encouraging evidence of 
the probable returns under the much 
more active operations of the present. 


Bank Loans and Interest Rates 


An expansion in the commercial 
loans of the member banks which re- 
port weekly to the Federal Reserve Sys- 
tem which amounted to $126,000,000 
between January 24 and February 14, 
may be directy attributed to the early be- 
ginning of active spring business. It is 
quite normal for business to start up 
early in February after a seasonal slack 
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period during January. A rise in money 
rates may be traced to the same cause. 

Interestingly enough increases in 
rates in the current business move- 
ment have occurred only at periods 
when an increase is normal to the 
season of the year. This has deceived 
some observers who have argued that 
both last fall and this past month 
increases haye been due solely to 
seasonal causes. The test of the situ- 
ation is found in the fact that in the 
slack season there was very little re- 
cession from the levels reached in the 
fall. Commercial paper rates, which 
are good typical rates to follow, rose 
in the late summer and early fall from 
4 per cent. to 4% and 434 per cent. 
In January the rate dropped to 
around 4% and in February strength- 
ened to 434 and 5 per cent., and there 
appears to be a general feeling among 
the dealers that somewhat higher 
rates are in prospect. 

It is decidedly unusual for a busi- 
ness recovery from depression to go 
as far as this one has gone with so 
little increase in interest rates. The 
explanation lies largely in the fact 
that heavy gold imports from Europe 
for two years have given the banks 
large capacity for loan expansion 
without strain. Loans on stocks and 
bonds, which consist to a large ex- 
tent of call loans to brokers, have 
reached a higher point than ever be- 
fore while the rate for this type of 
loan has remained on the average be- 
tween 4 and 5 per cent. The banks 
have largely extended their invest- 
ments and recently have increased 
their loans to business. Only in the 
past few weeks has the amount bor- 
rowed from the Federal Reserve 
Banks begun to increase. In the early 
weeks of February such borrowings 


rose $57,000,000. 


The Higher Discount Rate 


An increase in the discount rate 
from 4 to 4% per cent. was an- 
nounced by the Federal Reserve 


Banks of Boston and New York with- 
out any explanatory statements. From 
time to time the Reserve Banks have, 
however, announced it as their policy 
that the discount rate should conform 
to the current credit situation. With 
commercial paper selling at 434 to 5 
Permicent,,pit1 is) cleat that.a discount 
rate of 4 per cent. was out of line 
with the market and would tend to 
encourage banks to use Federal Re- 
serve facilities to finance credit infla- 
tion. The rise in rate is therefore 
not surprising, particularly in view of 
the fact that nine of the other Reserve 
Banks already have a 4% per cent. rate. 

The final analysis of these various 
developments in the financial field are 
indicative of changes in’ underlying 
business conditions. 


Commodity Prices 


A still more direct indication of the 
state of business is found in the re- 


lation between supply and demand in 
the commodity markets as revealed 
in the movement of prices. In the 
opening weeks of 1923 a long list of 
the basic commodities have touched 
new high prices since 1920 and early 
1921. Cotton has risen to within a 
fraction of 30 cents a pound. Refined 
sugar is quoted at 9 cents a pound. 
Some conception of changes in recent 
months in the prices of basic com- 
modities is shown by the following 
comparison of current prices with 
those a year ago: 
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Foodstuffs: 
Wheat, No. 2 red 
Corn, No. 2 yellow ... 


Oats, No. 2 white , 
Coffee, No. 7 Rio «.... 
Sugar, granulated 
Butter, cr’m., 92 score . 
Pork, mess 
Beef, family 
Metals: 
Iron. 2X, Philadelphia . 
Steel billets, Pitts 
LerY Vole? Benen & ous wa 
Copper 
Tin 
Textiles: 
Cotton, mid. 
Printecloths 


upland 


Feb. 23 Feb. 24 
1923 1922 
$ 1.49 $ 1.49 
91 78 

561% 4914 
.133% .09 
091 .051 
eo 36% 
28.00 26.50 
21.00 14.00 
30.25 PN WAP AS) 
40.00 28.00 
8.40 4.70 
16.25 12.50 
44.62% 29.75 
29.80 18.50 
.08 0534 


St. Louis, the Wool Market 


IFTY- FIVE per cent of this country’s wool supply is pro- 


duced in the Mississippi Valley. 
wool market in the United States. 


St. Louis is the largest 
Any manufacturing con- 


cern using wool as a raw material is closer to source of sup- 
ply if located in St. Louis than in any other fully developed 


industrial community. 


@, The Mercantile Trust Company is one of St. Louis’ most widely 
known financial institutions, fundamentally connected with the city’s 
industrial growth and especially well qualified to serve business concerns, 


banks and individuals requiring St. Louis banking connections. 


Nine 


thoroughly equipped, ably managed departments insure prompt and 


efficient service. 


Banking 


Bond 


4 F 
Corporation 


Mercantile Ti 


Member fedeval —<—<———= — 


Rerevve Sirtem 
EIGHTH AND LOCUST 


Real Estate Loan 
Real Estate | 
Public Relations 


Safe Deposit 
Savings 
Trust 


a ee — 


st Company 


OS. Government 
Jupervision 


—-TO ST. CHARLES 
SAINT LOUIS 
Capital and Surplus $10,000,000 
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Are Recent Price Increases Due 
to Speculation? 


A feature of the recent rise in sugar 
prices which challenges attention, 
was a statement by the Federal Sugar 
Refining Company, “the sugar market 
is being manipulated and is dominated 
by speculation.” Such a_ statement 
raises the question whether the re- 
cent rise in prices may be taken as 
an evidence of genuine business im- 
provement (a larger volume of goods 
entering consumption), or whether it 
is largely speculative in origin. Is the 
situation in other words like that in 
1919 and early 1920, or is it on a more 
solid basis? The answer to this ques- 
tion has an immediate bearing on the 
duration of the present activity of 
business. 

Unfortunately it is not possible to 
answer the question completely. The 
evidence of opinion is about as strong 
on one side as on the other. In any 
commodity market there is always 
some speculation going on, and on the 
other hand a great deal of buying to 
meet direct consumer demand. Differ- 
ent men see different phases of this 
situation at different times and give 
their testimony as to the character of 
the market on the basis of what they 
see. It is almost impossible to de- 
termine the amount of speculation by 
asking individuals, no matter how 
well informed they are. 


But there is available some more 
definite information and most impor- 
tant of all should be noted the pres- 
ent heavy volume of retail trade. Re- 
ports to the Federal Reserve Banks 
from department stores in more than 
100 cities throughout the country 
show that the sales of these stores 
in January was about 12 per cent. 
larger than in January 1922. This is 
the largest percentage of gain over 
the corresponding month of the pre- 
vious year which these stores have 
reported since late in 1920. The big 
mail order houses, Sears Roebuck, 
Montgomery Ward and the National 
Cloak and Suit Co., who cater largely 
to the rural purchaser, sold 40 per 
cent more goods, in a dollar value, 


than in January a year ago. The chain 
stores show somewhat similar in- 
creases. 


These facts mean a large volume of 
goods consumed which must be re- 
placed by new production. The large 
consumption of goods is quite in 
keeping with current high wages, 
which are in general twice as high as 
before the war, and the somewhat 
improved position of the farmer as 
compared with a year ago. 

_ A second bit of evidence of genu- 
inely large consumption of goods is 
the heavy volume of distribution of 
goods by freight. Car loadings of 
forest products have recently been the 
highest on record, indicating the use 
of large amounts of lumber for build- 
ing construction. Similarly loadings 
of merchandise and _ miscellaneous 
freight, representing the distribution 
of articles for current sale and use, 
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The New Hotel, Jamestown, N. Y. 


Jamestown’s Answer to 
Its Hotel Problem 


Jamestown, N. Y. needed $750,000 with which 
to finance its much needed new hotel. They 
sought and followed, literally, the Hockenbury 
plan, but, instead of $750,000, in five days’ time, 
$1,300,000 in hotel securities were sold ! 


This, however, is but one of 25 similar Hockenburg hotel 
financial projects carried to success during the past 24 


months. 


The same definite vlan will 


cities facing similar hotel pro 


rove equally resultful in other 


lems. 


“Modern Hotel Financing’’ is our most recent publication’on 
this interesting subject. Ask for your copy; it may help you 


solve YOUR problem. 


\helockenbury SYstem Incorporated 


Penn-Harris Trust Bldg,, Harrisbu rg, Penna, E== 


= | 


have been much larger than usual for 
this season of the year. 

A third, and less conclusive bit of 
evidence is that, where definite fig- 
ures are available, stocks of goods 
are not piling up. The only truly 
valid figures here are the reports of 
Department Stores for stocks of 
goods on hand. These figures show 
that stocks are still being kept down 
and the ratio of stocks to sales is 
much lower than in 1919 or early 1920 
and when usual seasonal changes are 


‘taken into account is about as low as 


at any time in recent months. Evi- 
dently the department stores are not 


placing heavy orders on any specula- 


' tive basis. 


Whether this condition of affairs 
holds in other fields it is not possible 
to say, but there are a few stray bits 
of evidence which would lead one to 
believe that there is at least more 
speculation than there was. The sharp 
increases in prices of basic commodi- 
ties, while prices of other commodi- 
ties as shown by the Department of 
Labor index have tended to move 
slowly, is good ground for suspicion 
of speculation. 


A sharp rise in bank clearings, 
which respond more quickly to specu- 
lation than any other single factor, 
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is further ground for suspicion. Jan- 
uary debits to individual accounts in 
140 cities outside New York City, 
were 24 per cent. higher than in Jan- 
uary 1922, and when usual seasonal 
changes are taken into consideration 
the January figures show a_ sharp 
jump as compared with the December 
figures. 

One might summarize these various 
facts by saying that there is a suffi- 
ciently large consumption and de- 
mand for goods to justify heavy pro- 
duction and probably some price in- 
crease, but at the same time the spec- 
ulative tendencies in the present situ- 
ation deserve careful watching. A 
runaway market in commodities just 
as in securities is less likely now than 
in 1919 from the psychological point 
of view. The memory of 1920 and 
1921 is too distinct to allow caution 
to be thrown to the winds. On the 
other hand the genuinely heavy vol- 
ume of consumption, together with 
the large amounts of credit available, 
are powerful causes working in the 
other direction. 


British Debt Settlement 


From the point of view of Ameri- 
can business the agreement with the 
British government on a definite plan 
for refunding the British debt to this 
country is a milestone on the road 
towards such an adjustment of finan- 
cial difficulties abroad that trade may 
be carried forward unhindered. 

Just what the refunding plan in- 
volves in the way of payment on the 
part of Great Britain has been re- 
ducéd to picture form by the Cleve- 
land Trust Co. as shown on page 626. 
According to the plan Great Britain 
will have completely liquidated the 
present 4.6 billion debt by 1985. In 
addition to the payment of principal 
she will have paid 6.5 billions in inter- 
est, or a total of 11.1 billion dollars. 
If the interest had been fixed at 4% 
per cent., the Liberty bond rate, in- 
stead of 3 per cent. for ten years and 
then 3% per cent., the total payments 
would have amounted to 12.7 billions. 


British Industrial Conditions 


The ability of Great Britain to un- 
dertake a financial program such as 
is represented by the debt refunding 
plan is evidence of an improving com- 
mercial and industrial situation in 
that country. The chairmen of sev- 
eral of the large British banks gave 
interesting summaries of industrial 
conditions in their addresses to the 
annual meetings of their banks. Ex- 
cerpts from two of these follow. ‘Mr. 
Walter Leaf, chairman Westminster 
Bank Limited; said in part: 


“There are definite signs of a strong 
trade revival, _which is already doing 
something to diminish unemployment, and 


The Key to 
Detter Banking 
Service . 


ANKING is the backbone of modern 
business and it must keep pace with 
ever-progressing business methods. - 


Over 26.000 Brandt’s in use over a period of 
20 years testify to its value as a business 
asset. Time saved, accuracy, ease of opera- 
tion, quicker, better service, are all advan- 
tages that your patrons will appreciate and 
the sturdy simplicity of the Brandt makes it 
a little helper that’s always ‘“‘on the job.”’ 


The Brandt increases the efficiency and earning 
capacity of your help. Press one key with one finger 
and the Brandt instantly, automatically and 
accurately pays the desired change in any amount up ° 
to One Dollar. No errors—no time wasted. 


Have your secretary mail coupon for your copy 


of booklet—‘‘When Minutes Mean Doilars’’ 


BRANDT AUTOMATIC CASHIER 


Serving Bankers, Retailers, Paymasters 

BRANDT MANUFACTURING CO. 

Executive Offices and Factory, ) 
102 W. Main St., Watertown, Wisconsin 


Send copy of booklet, ‘‘ When Minutes Mean 
Dollars.’’ 
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seems likely before long to do a great deal more. You 
will have seen the encouraging reports of recovery in 
the papers, and these are fully confirmed by the returns 
which we receive from our own managers in the differ- 
ent industrial centres. Perhaps the trade which is suf- 
fering most is cotton manufacture in its various stages ; 
there “the weakness of the demand from India and China 
stands in the way of active business. But in the iron 
trade and its various great branches, from the blast 
furnace to the steamship and the railway locomotive, 
we hear on every hand of renewed activity. The coal 
trade is very active, and exports are growing. It is 
noteworthy that the United States and Canada are tak- 
ing our coal, and offer markets which are largely new, 
and will, it is confidently hoped, be permanent. At the 
same time, it must be noted with regret that the profits 
are poor, and that the miners in many districts obtain 
their minimum wage only by heavy drafts upon the 
share of the surplus which is recognized as duly belong- 
ing to the owners. In the textile industries, though cot- 
ton is depressed, wool is doing well, and the hosiery 
trade has fully maintained the activity which was ob- 
servable twelve months ago. The heavy chemical in- 
dustry has made steady progress during 1922, home 
trade being assisted by reduction in railway rates and 
lower production costs.” 


Mr. J. Beaumont Pease, chairman Lloyds Bank, Lim- 
ited; said in part: 


“As an appendix to my speech today I have collected 
reports on most of the main industries of the country, 
following in this respect the example of the late chair- 
man. I do not propose to read them to you, but if you 
are interested to glance through them, you will find that, 
almost without exception, they tell the same tale of de- 
pression and trouble. The most cheerful records are 
those relating to the woollen, hosiery, and carpet in- 
dustries, while others have shown some improvement 
on the previous year, and during the latter months of 
1922 there were signs in nearly all of them of awaken- 
ing activity and increasing demand. It is easy to ex- 
aggerate these, and I do not wish to say more than that 
they undoubtedly existed in varying degree, and that a 
distinct movement for the better was observable and 
could be seen reflected in an increasing demand for 
banking facilities and a more general inquiry for goods. 
Even in shipbuilding, generally one of the last industries 
to recover from a period of depression, one heard of 
new orders being placed in the latter months of the 
year and a spirit of hopefulness awakening.” 
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British Debt Funding Plan 


What’s Time 
worth at 6% 


What’s the average value of your execu- 
tive’s time? What does it cost to lose an 
average of half an hour a day? What’s that 
time worth at 6 per cent? Enough to pay for 
a NORTH P. A. X. Instant Communicating 
System in a short time, we’ll venture. 


Your entire organization at instant call— 
Private communication between executives— 
These advantages and others with NORTH 
P. A. X. We’ll be glad to show you how 


NORTH P. A. X. Serves More Ways 
Than One 


In addition to instant interior communication NORTH 
P. A. X. gives auxiliary service, suchas code call systems, 
conference lines, watchmen’s service, fire alarms, 
annunciator service, executive right of way lines, etc. 
Only one piece of equipment—the dial-equipped telephone 
—is needed to give all service. Everything automatic— 
ready night and day. 

You’ll find our new bulletin full of inter- 
esting illustrations of the variety of 
NORTH P. A. X. uses. A copy is yours 
for the asking. : 


The NORTH ELECTRIC 
MANUFACTURING CO. 
GALION, OHIO 


NORTH Private Automatic Telephone Exchanges and 
NORTH Machine Switching Systems for City iclephone 
Exchanges. Manufacturers of telephone equipment since 1884. 
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The Jersey Campaign Against Fraud 


Five Forms of Publicity Employed but the Most Effective 
Piece of Literature Is a Questionnaire Which Makes It 
Easy for the Proposed Victim to Investigate and to Go to a 


Banker for Advice. Quickly Reveals Weakness of Offerings. 


of thousands of dollars are now 

being lost annually by the people 

of this state through the purchase of 
worthless and fraudulent securities and 
that teriffic inroads are being made every 
year upon the financial resources of this 
state due to the operations of these un- 
scrupulous stock salesmen. Are we, the 
bankers of this state to whom have been 
entrusted the lifesavings of our people, 
are we, I say, going to sit idly by and 
see these pirates and investment sharks 
continue to fleece and rob innocent in- 
vestors of their savings, or are we will- 
ing to enlist now in a campaign—100 
per cent. strong—which I believe will 
greatly curb their operations in this 
state and ultimately save New Jersey 
from this great waste?” 


[ee not tell you that hundreds 


The above quotation from a let- 
ter sent by the committee in charge 
to all banks in. New Jersey gives 
the keynote of a publicity campaign 
recently inaugurated by the New 
Jersey Bankers Association to curb 
stock-promotion-fraud in New Jer- 
sey. 

Like many other states, New Jer- 
sey during the late war, and the 
period thereafter, was overrun with 
peddlers of fraudulent and worth- 
less securities. Mil- 
lions of dollars were 
being lost annually by 
the people of the state 
through the purchase 
of fake and question- 
able securities. In 
many of the rural sec- 
tions of the state, the 
agricultural industry 


was depressed due to mm... 


the heavy losses sus- 
tained by the farmers 
who had become the 
victims of these un- 
scrupulous stock sales- 
men. The situation 
became so serious that 
many bankers, particu- 
larly in the rural coun- 
ties, were of the opinion 
that the State Associ- 
ation ought to take 
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_ If so, at what price? 


By FLOYD C. DEVORE 


Chairman Committee Directing the Campaign 


some action to curb the sale of these 
fraudulent promotions and to safe- 
guard and protect the investments 
of savings of New Jersey citizens 
that had been accumulated through 
work and self-denial. 

When the New Jersey Bankers 
Association convened in annual 
session in Atlantic City last May, 
one of the first acts of President 
Keisler was to appoint a committee 
to outline a plan of action to safe- 
guard innocent investors and to rid 
New Jersey of this wasteful system 
of stock-promotion-fraud. The 
committee appointed by President 
Keisler was as follows: Floyd C. 
Devore, chairman, Sussex County 
Trust Company, Franklin; A. W. 
Ballentine, First National Bank, 
Montclair; J. Ashley Brown, Peo- 
ples Bank & Trust Company, West- 
field; C. Edward Schlich, Green- 
ville Banking & Trust Company, 
Jersey City ; Frank McMahon, Sec- 
ond National Bank, Red Bank ; and 
Fred Z. Board, Citizens National 
Bank, Ridgewood. 

The committee decided that the 


Tf so, what Bank 
Bs ae aS your. kuowlers 


= What ure the presen 


. “Bank References 


: Names of Officers 


Vek eeelew ces tsa eee bene 


Pas ssceeeeee ees 


This Makes It Easy 
628 


most effectual means for the State 
Association to pursue, in combatint 
these promoters of shady finance 
was for the Association to inaugu 
rate extensive publicity to warn the 
people of fraudulent promotion: 
and to urge that no investments be 


The campaign as outlined by the 
committee was therefore ie i 


was the ie of the a 
This slogan was featured in all o 


that the banking institution of Nev 
Jersey not only desired to be looked 
upon as the custodians of the peo- 
ples’ savings, but also wished to be 
regarded as the financial advisers of 
the people in matters pertaining 
their investment and financial prob- 
lems. One result of 
the campaign is that to- 
day in New Jersey 
there is a very mu 
closer relationship We 
tween the banks and 
the people of the state’ 
than existed prior to 
the campaign. Presi- 
dent Keisler is of the 
opinion that the cam- 
paign has made New 
Jersey a difficult piece 
of territory for the) 
stock salesman whose 
wares will not stand 
investigation. 
In promulgating the 
campaign the committee 
used the followin 
mediums of publicity 
Newspaper advert 
ing and news articles 


perenne! 
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Architectural Papers 
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Citzens’ Union 
“National Bank 
and Fidelity 
and Columbia 
Trust Co. 


Louisville, Ky. 


RT METAL is splendidly equipped to execute in 
bronze and steel, the finest designs in doors, 
grilles and bank screens. 


We have also had wide experience in supplying the 


As the first step to a better latest equipment for every department of banking 
acquaintance, may we send from officers’ quarters and vaults to cages, counters 
you this book, “The Banking and bookkeeping rooms. 


House in cArt Metal” ; 
We are always glad to have architects consult with 


us and avail themselves of our 33 years experience in 
equipping some of the finest banks, public buildings 
and libraries in America. 


JAMESTOWN, N. Y. 
Steel and Bronze Equipment for Banks + Steel Office Equipment, Safes and Files 


When writing to advertisers please mention the ‘Journal of the American Bankers Association.’ 
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Placards publicly displayed 
Moving picture slides 


Wide distribution of question- 
naires 

Radio talks by prominent bank- 
ers. 


The committee sent out to the 
banks and newspapers of the state 
7,000 pieces of publicity matter, in- 
cluding sets of advertisements, plac- 
ards, samples of questionnaires, 1l- 
lustrated folders of moving picture 
slides, and newspaper articles. 

Practically every bank depositor 
in New Jersey received a copy of 
the questionnaire and many of the 
large industries distributed them 
among their employees. It was re- 
garded by many financiers and busi- 
ness men as one of the best means 
yet devised for protecting the small 
investor. The purpose of the ques- 
tionnaire was to make it easy for 
the people of New Jersey to investi- 
gate stocks when solicited by stock 
salesmen to invest. It also served 
to visualize to the average person 
what the word “investigate” means. 
Following is a copy of the first, sec- 
ond and third pages of the ques- 
tionnaire sent out by the Associa- 
tion. 


Distributing Cost 


It is a rather difficult matter to 
ascertain the exact cost of the cam- 
paign as part of the expense was 
taken care of by the State Asssocia- 
tion, part by the various County 
Associations, and part by the in- 
dividual banks. In planning the 
campaign the committee of the 
State Association worked through 
a similar committee in the various 
County Associations, and the county 
committee through the individual 
banks of its respective county. 
Thus by means of county organiza- 
tions throughout the state—for in 
New Jersey the banks in practically 
every county are organized in a 
County Association—the State As- 
sociation had little difficulty in ex- 
pediting the work of the campaign. 

The State Association simply fur- 
nished the publicity matter and di- 
rected the campaign, while the 
County Association did much of the 
actual work of the campaign in get- 
ting the message across. 


~ 


GET YOUR BANKER’S ADVICE FIRST 


IT WILL COST YOU NOTHING! 
IT MAY SAVE YOU FROM SERIOUS LOSS ! 


INVESTOR'S | 


QUESTIONNAL ce 


COMPILED BY THE _ 
NEW JERSEY BANKERS ASSOCIATION © 


Whenever you are solicited to purchase _ 
Stock or other securities, USE THIS 
QUESTIONNAIRE before investing any 
of vour funds. 


- When the stock salesman calls, rogues _ 
him to fill it out. Then take it to any 
Banking Institution in your community ; 
they will gladly make an investigation for 


you and pass on the merits of the security _ : 


offered. 


NEW JERSEY BANKERS __ 
ASSOCIATION 


Fake Stocks Can Not Stand This. 


Now Know Better 


“We are now well past that 
era of crude economic thought 
in which many of us quite sin- 
cerely believe that the more 
gold a country could accumu- 
late, the better for it, regardless 
of every other consideration. 
We have come to understand 
that it is equally desirable for 
a country to have either a vastly 
excessive or an utterly inade- 
quate share of the monetary 
gold. Just in proportion as 
gold is liquid, free and safe to 
move about the world in the 
process of equalizing industrial 
and financial requirements, so 
we shall have an approximation 
to that stability of conditions, 
that general level of prosperity 
and industrial activity, which is 
so greatly to be desired.”’—D. R. 
Crissinger. 


Marked Down to $9.80 


Liberty Central Trust Co., St. Louis, 
Mo. recently had a window display, fea- 
turing the ‘Comparative Foreign Ex- 
change Purchasing Power of the Amer- 
ican “Dollar. The display consists of 
a million Soviet rubles; one hundred 
thousand German Marks, and one hun- 
dred thousand Austrian Kronen. The 
rubles, which before the war, were worth 
$525, 000 could be bought on January 30, 
last, for sixty cents. "The Marks valued 
at $23,500 before the war, were worth 
only $7, while $20,500 Austrian Kronen 
cost only $2.20 the entire quantity of 
exchange on display, valued at $569,000 


had depreciated to $9.80. 


Comptroller of the Currency Crissinger 
has transferred John L. Proctor, Na- 
tional Bank Examiner to New York 
City to fill the vacancy caused by the 
resignation of Oliver W. Birckhead, who 
has accepted a Vice-Presidency of the 
Harriman National Bank. 
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MACHINE THAT og (ab aBR SA BWR 

Will Protect ALL the Vatoween on we; d BAS 


Essential Parts of Your 
Check—The Paying Line 
—The Payee’s Name— 
The Numerals—and Will 


Equipped with Automatic Frevent Dangerous Two- 
Line Checks. 


Self-Inking Device Unless You Use This Double Lock System Your Bank Account is at the Mercy of the 
Check Manipulator. 


THE SAFE-GUARD CHECK WRITER CO., Inc. - 3,BFEKMAN ST. 


Write for further details regarding 
this ‘‘Double Lock System’’ to 


LITTLE GIANT 
BANK DIRECTOR 


Striking, Enduring, Digni- 
fied, Cheap and Effective 
Advertising 


Member American Bankers Association 


Put the above sign on the win- 
dows of your bank and under 
your newspaper advertisements. 
It will help the Association and 
likewise help yourself. 


A heavy semi-steel casting. 

Sold to one bank only in any 
town or city. 

They bring local, as well as tour- 
ist, business if erected at principal 
crossings, junctions at prominent 
| _ points on highways entering your 

city. They also advertise the city in which you live. 


They are furnished with any lettering desired. Can also be supplied for mer- 


chants or any other class of business. 


LITTLE GIANT COMPANY 
239 Rock St. Established 1876 Mankato, Minn., U.S.A. 


OUR new Stationery Guide for 1923 

is just off the press. There is a 
copy for you, and if you haven’t received 
it yet, just drop us a line and it will 
come forward at once. This guide is 
full of valuable bank supply informa- 
tion, and will tell you what is newest 
and most up-to-date in bank equipment. 
There is no charége for it. 


American Bank Supply Co. 


(Thornton-Levey Co.) 


Indianapolis, Ind. 


When writing to advertisers please mention: the ‘Journal of the American Bankers Association.” 
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Complete 


on. 


Remittance 
Letters 


Every bank knows their importance. The Federal Reserve Banks 
have requested greater explicitness in reports from membership banks. 
And more banks every day recognize this necessity. 


This is one reason why the use of the Remington Bank Machine 
is extending so rapidly. This:combined writing and adding machine 
writes complete descriptions on remittance letters—and more. It in- 
sures the placing of every description opposite the correct amount— 
for both are written at the same writing. It also registers the correct 
total of every letter and the grand total for the day—thus furnishing 
a perfect accuracy check. 


_ The Remington Bank Machine is more than a combined writing 
and adding machine—it is EITHER, according to your needs. It will 
do all the writing and all the adding the average bank requires— 
either combined or separately. 


Remington Typewriter Company 
374 Broadway, New York Branches Everywhere 


A good accounting machine deserves a good ribbon. PARAGON 
RIBBONS—made and sold by us. 75¢ each, $7.00 a dozen. 
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Descriptions 


Remington Bank Machine 


When writing to advertisers please mention the ‘Journal of the American Bankers Association.” 
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losses to banks are the result of carelessness, and indifference 
0 warnings. Use the box printed below and add to your 
bank’s protection. 


PROTECTIVE DEPARTMENT 


JOURNAL 


OF “TAG 


AMERICAN BANKERS 
ASSOCIATION 


SECTION TWO 


Watch For 
Stolen Securities 


Listed Within 


Contents Noted By 
Preston tmachomts cxiceus, eutinaret. 
Viccmresidents: «5 ie. mr. 
Grails a ae ear 
Assistantipensiier.. 0.0.5.5. 
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OFFICES OF THE WILLIAM J. BURNS INTERNATIONAL DETECTIVE AGENCY, INC. 


CatrFornia, Los ANGELES.—I. N. Van Nuys Building. | 
CaLirornia, SAN Francisco.—First National Bank Build- 


ing. Pips 
CoLorapo, Dinver.—421 Cooper Building. 


; District oF CoLUMBIA, WasHINGTON.—500 Southern 


Building. $5 
Fioripa, Mrami.—11-12 Wayne Building. — 
Grorcia, ATLANTA.—921-22 Healey Building. 
Intinois, Cu1caco.—1050 Otis Building. 
Iowa, Des Mornes.—609 Observatory Building. 


Lourstana, NEw OrLEeAns.—930-932 New Hibernia Bank 


Building. } Pe 
MARYLAND, RD sms id eS Building. 
MASSACHUSETTS, Boston.—201 evonshire Street. 
Micuican, Detrort.—Dime Savings Bank Building. 
Minnesota, MINNEAPOLIS.—McKnight Building. 
Missourr, Kansas City.—Ridge Arcade Building. 
Missouri, St. Louis.—Railway Exchange Building. 
New York, Burrato.—D. Morgan Building. 
New York, New Yorx.—Woolworth Building. 
Ou1o, CrincinnaTI.—1012 Keiths Theatre Building. 
Ouni1o, CLEVELAND.—Swetland Building. 
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OxLAHOMA, OKLAHOMA CitTy.—908 Colcord Building. 

OreGon, PortTLtanp.—Yeon Building. 

PENNSYLVANIA, PHILADELPHIA.—Widener Building. 

PENNSYLVANIA, PittsBuRGH.—Commonwealth Building. r 

SoutH Daxota, MitcHELL.—30-34 Commercial Bank Build- 
ing. 

TENNESSEE, MeEmpuHIS.—Bank of Commerce and Trust 
Building. 

Texas, Datias,—Dallas County Bank Building. 

Texas, Houston.—Union National Bank Building. 

Texas, San Antonio.—Gunter Building. 

Uran, Saut Lake Ciry.—301-302 Tribune Building. 

Vircinia, RicHMonD.—Virginia Railway and Power Build- 
ing. 

WASHINGTON, SEATTLE.—IL,. C. Smith Building. 

WASHINGTON, SpoxaNneE.—Old National Bank Building. 


FOREIGN OFFICES OF THE WILLIAM J. BURNS 
INTERNATIONAL DETECTIVE AGENCY, INC. 


Canapa, MonTREAL.—Transportation Building. 
CANADA, VANCOUVER.—605 Vancouver Block. 
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PROTECTIVE DEPARTMENT 


L. W. GAMMON, MANAGER 
Five Nassau Street, New York 


FEBRUARY PROTECTIVE WORK 


WARNING 
SECURITIES STOLEN IN LOS ANGELES 


The mail auto of the First National Bank of Los Angeles, 
Calif., was held up by gunmen on Feb. 13. The driver was 
killed and the following securities stolen. The bank offers a 
reward of: $5,000 for the arrest and conviction of the 
criminals: 


One $1,000 Sanjoaquin C 68 1950 number M 6774. 

Five $1,000 Union Oil of California 6S 1942 numbers M 654 M 
85 1/4 inclusive. 

Ten $1,000 Sutter Basin 6S 1937 numbers M 217 2/4 M 1565 6182 
609 6/8 6877 D 1129 375. 

Fifty shares Carnation Milk products 7% preferred stock in name 
of Hugh Rowley endorsed in blank certificate number 102. 

One $500 par value H. F. Danberg Land and Livestock Company 
8% due July 1, 1926, with July 1, 1923, coupon et seq attached bond 
No. 120. 

One $500 par value Lahabra Heights Company 6% due July 1, 1924, 
with July 1, 1923, coupon et seq attached bond No. D 305. 

One $1,000 par value Lahabra Heights Company 6% due July 1, 
1924, with July 1, 1923, coupon et seq attached bond No. M 137. 

One $1,000 par value Sperry Flour Comvany 6% due June 1, 1942, 
with June 1, 1923, counon et seq attached bond No. M 854. 

Three $1.000 par value Western States Gas and Electric Company 
6% due March 1, 1947, with March 1, 1923, coupon et seq attached 
bond numbers M 2908, 2909 M 2910. 

Five $1,000 par value Southern Counties Gas Company 51%4% due 
May 1, 1936, with May 1, 1923 coupon et seq attached bond numbers 
M 424, 2800, 2500, 2498, 2098. 

Ten $1.000 par value Western States Gas and Electric Company 
6% due March 1, 1947, with March 1, 1923. counon et sea attached 
bond numbers M 2911, 2912, 2913, 2914, 2854, 2090, 3540, 3541, 2017, 


2720. 
Morteage 6% 


Five $1.000 Anaconda Copper Mining 2 v 
1 jary J s mumbers AM 66768, 66769, 


eC  LEOTUaATy, 2 


Five $1,000 Anaconda Copper Mining Company, first mortgage due 
ee 1, 1938, interim certificates numbers M 37608, 37609, 37610, 
i ie 5 

One $1,000 Citv of Marseilles, 6% 

1, 1934, number 10288. 

Fifty shares Holly Oil Company stock in name of M. J. Lacey, 
certificate number 1588. 

Nine $1,000 Southern California Fdison bonds numbers M 2923, 
3667, 3668, 3669, 4729. 5182. 4625. 4724, 5843. 

Three $100 Second Liberty Bonds numbers D 1849799, C 00997268, 
B 00260677. 

Five $100 Fourth Libertv bonds, two $50 Fourth Liberty bonds, 
numbers D 010062684. B 01176112, K 00949610, B 01093612, D 00949614, 
C 010093583, K 04600560. 

Fifty shares Eruncion Mining Company favor of J. S. Curtiss and 
Comnany certificate No. 5366. 

Fifty shares Erupcion Mining Company favor of J. S. Curtiss and 
Comnany certificate No. 5367. 

Fifty certificates 500 shares each Tom Reed Gold Mines Co. Nos. 
15929, 15928, 15933, 15934, 15935. 

One $100 Firlwood Building 6% bond No. 115. 

Two $100 Commonwealth Utility 6% Nos. 49, 50. 

One $500 Sheridan Wyoming Coal 7% No. 1362. 

Three $100 Southern Gem Co. 74% No. 1126. 

One $500 Abitibi Power & Paper Co. 8% No. 6212. 
Baha $100 Southern Minnesota Gas and Electric Company 714% No. 

One $500 Martel Mills, Inc. 7% No. 226. 

One $500 Republic of Chile 7% No. 1423. 

Twenty shares Pan American No. 37354. 

Forty-one/100 of a share Pan American No. 131. 

Five shares Pan American No. 40018. 

Forty $1,000 Columbia Steel bonds Nos. M 774 to 788 incl. 1044 
to 1068 incl. 
ey $500 Columbia Steel bonds Nos. D 85 to 94 incl., 125 to 
incl. 

One share Southern California Edison Co., in name of C. B. 
Crosthwaite cert. No. L 019759. 

Ten $50. Fourth Liberty loan Nos. A 02918871, B 02918872, C 
02918873, D 02918874, E 02918875, F 02918876, G 02918877, D 01285504, 
E 01285505, F 01285506. 


France, bonds due November 


1127, 1128. 


46,367 shares, Edmonds Midway Oil Co., issued in name of F. L. 
Eldridge. Certificate No. 1852, 67 shares;: certificate Nos. 1850-1851, 
200 shares; certificate 1840-1844 25,000 shares; certificate 1892 10,000 
shares; certificate 488 1,000 shares; certificate 1845-1848 4,000 shares; 
certificate 1839, 5,000 shares; certificate 1619, 600 shares; certificate 
1849, 500 shares. 

Four $1,000 Amalgamated Sugar 7% bonds due 1937 No. M 2702, 
Sep WAL Fs 

Five $1,000 Sandiego Consolidated Gas and Electric 6S due 1939, 
Nos. M 871 to 4 inclusive, 1422. 

Ten $1,000 Chicago Burlington & Quincy 5S due 1971, Nos. M-2441 
to 50 inclusive. 

Five $500 California Hotel Co. bonds, Nos. 1023 to 27 inclusive. 

Three $50 Victory bonds Nos. D-4039097, D-4039096, F-6194837. 

One $500 First Liberty Loan No. 11,980,059. 

One $500 Second Liberty Loan No. C 00,332,638. 

One $500 Third Liberty Loan No. 261,920. 

One $500 Bond Community Hotel Corp. No. 5,464. 

Certificate of stock Community Hotel Corporation favor 
Thomas o. 158. 

One thousand shares U. S. Royalties certificate No. 52. 

One $1,000 Liberty bond registered in name of E. F. Malone No. 
Sep rea oliize 
Dk seco Liberty bond registered in name of E. F. Malone No. 

Two thousand shares Richmond Mining Company No. 781. 

Ten shares Globe Grain & Mill Company No. 1,487. 

Two shares $1,000 bonds—Jesse Poundstone, Josephine Poundstone, 

Dwyer, Ethel Clare Dwyer, 7% gold bonds No. M-177 M-178. 


Bertha E 


Twenty-five $1,000 State Highway Bridge bonds of Santa Barbara - 


County 5S Nos. 251 to 75 inclusive. 


One $1,000 bonds Jesse Poundstone, Josephine Poundstone, W. T. 


Dwyer, Ethel Clare Dwyer, 7% bonds No. M 196. 

Twenty $1.000 Santa Monica Mountain Park Company, 1st mortgage 
6% serial gold bonds Nos. 656 to 660 inclusive; 1,361 to 1.365 in- 
clusive; 1,736 to 1,745 inclusive. 


LOST OR STOLEN SECURITIES 


The following certificates have been reported by a member 
bank in Steele, North Dakota, as having been lost or stolen: 


ie ans December 2, 1921, payable to order of O. E. Sennes, 


$1,000. 
#£23047 Dated December 2, 1921, payable to O. E. Sennes, $1,000. 
#23048 Dated December 2, 1921, payable to O. E. Sennes, $1,000. 


Any information relative to the above securities should be | 


communicated immediately to this department or the nearest 
office of our detective agents. 


LOST OR STOLEN BONDS 


The following bonds have been reported by a member bank 
in Chicago, Ill., as having been last or stolen: 


$2,000 par value—Alabama Traction Light & Power Co., Ltd., 5% 
first mortgage, Gold Bonds, due March 1, 1962, Nos. 1318583-86 in- 
ele with March 1, 1923, and all subsequent coupons attached to 
maturity. 

$500 par value—Lake Independence Lumber Co., 7% first mortgage, 
Si: pes Gold Bonds due October 1, 1937, No. D 175 with April 1, 1923 
and all subsequent coupons attached to maturity. 

Receipt and agreement #189 evidencing pro rata interest in further 
sums to be realized out of the security for Temtor Corn and Fruit 
Products Co. 8’s. 


STOLEN SECURITIES 


The following securities were reported by a member bank 
in New York, N. Y., as having been stolen on January 23, 
1923: 


$1000.00, American § Refini i ix’ z 
1000.00) rican Sugar efining Co Six’s 7# A 10'497 
1000.00, : “cc “cc “6 “ee “ec # M-10,498 

$2000.00, United States Steel Co. Five’s # 51,723 
2000.00, “é “ec “6 “ “ = 79,559 


ee 


~~ =S 


= 
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BOGUS CASHIER’S CHECKS 


First National Bank, Cheboygan, Mich., Does Not Issue 
Cashier’s Checks 


A party representing himself to be Charles Lansing, is 
reported by the First National Bank of Cheboygan, Mich., 
as issuing Cashier’s Checks signed by a J. W. Ellis as cashier. 
This bank does not issue Cashier’s Checks and therefore who- 
ever accommodates the operator by cashing them does so 
at his own risk. There is no description available at this 
writing. 


S. S. KLEIN 


ESCAPED CONVICT AGAIN ACTIVE 


Bellevue Hospital Checks Signed Robert Renshaw Being 
Cashed by Merchants for Old Time Check Operator 


S. SAMUEL KLINE, alias S. S. Klein, alias Sydney Tandler 
alias W. S. Stone, is again active as a bogus check operator. 
Kline was arrested on a similar charge in Passaic, N. J., on 
November 14, 1920, and after passing from one city to another 
was finally sent to the Mississippi State Penitentiary, Jackson, 
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Miss., for two years. He swallowed bi-chloride the evening 
before his arrival at the Penitentiary and he was immedi- 
ately transferred to the Sunflower Hospital, Parchman, Miss., 
from which institution he escaped on March 7, 1922. 

Kline is reported by a member bank in New York, N. Y., 
as cashing bogus checks of the Bellevue Hospital, New York, 
N. Y.,’ which are drawn on the Chemical National Bank, 
New York, N. Y., signed Robert Renshaw, Secretary. Dur- 
ing his recent operations he has used the alias of Sydney 
Tandler. Kline is a nurse and classed by hospital physicians 
as an expert in the treatment of certain diseases. He has 
posed as a doctor on a number of occasions. Kline is de- 
scribed as being 25 years of age, 5 feet 3 inches, 118 pounds, 
sallow complexion, dark hair and eyes, Jewish nose. Articles 
concerning his previous activities have been published in the 
JOURNAL SUPPLEMENT for October, 1919, page 62; November, 
1920, page 35 and February, 1921, page 62. A specimen of 
the handwriting of Kline as well as his photograph are being 
reproduced herewith. 


FORGED C. RB. I. & P. RAILWAY CO. 
VOUCHERS IN CIRCULATION 


EDGAR JONES, alias George Purcell, alias Floyd Pur- 
cell, is reported as defrauding member banks throughout the 
Central States by the use of vouchers purporting to be issued 
by the Chicago Rock Island and Pacific Railway Company. 
The operator applied for a position as stenographer at the 
office of the railway company and after a trial qualified. 
He was assigned to his duties but only remained for one 
day. A short time after his absence from the office it was 
discovered that a book of blank vouchers was missing. ‘The 


Made._ Nov, 26th 1922 


= ‘gExpenses incurred during the month of November 
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vouchers are signed D. W. Cunningham, For Treasurer, and 
countersigned F. A. Lattig and W. H. Burns. These parties 
are unknown to the company. Jones is described as 5 feet 
7 inches; weight 130 to 150 pounds; sandy complexion; 
upper teeth badly worn and stained. Wore a light brown 
overcoat with belt and patch pockets. Recently he purchased 
with one of these vouchers a light gray, greenish tint, over- 
coat. We are reproducing on the opposite page one of the 
vouchers used by the operator. 


BOGUS CHECK OPERATOR DEFRAUD- 
ING MERCHANTS 


S. MILLER, alias M. Field, alias J. Levine, having opened 
an account with a member bank in Brooklyn, N. Y., with a 
bogus check drawn on the First National Bank, Woodridge, 
N. Y., was able to secure one of the bank’s check books. 
The operator opened a similar account with a member bank 
in New York, N. Y., with a check drawn on a Seattle, Wash., 
bank. Armed with this ammunition Levine has been suc- 
cessful in defrauding merchants, particularly jewelers, ob- 
taining merchandise and cash in return for checks. The 
operator is described as being 30 years of age, 5 feet 10 inches, 
weight 175 pounds, dark complexion, broad rimmed glasses, 
broad flat nose. A specimen of his handwriting is being 
reproduced herewith. 


MRS. A. P. ARMSTRONG, using such aliases as Hat- 
tie W. Finch, Mrs. J. L. Gordon, Mrs. Jno. P. King, etc., 
is reported as defrauding member banks in Atlanta, Ga., by 
the use of checks bearing the forged signatures of depositors. 
In each instance the forgery is identical. The operator is 
described as being about 20 years of age; 5 feet 2 to 3 inches 
in height; dark hair; brown eyes. A specimen of her hand- 
writing is reproduced below. 


Tid acen ca 


JAMES BARNEY, using such aliases as James Rogers, 
James Johnson, Harry R. Rice, etc., is defrauding individuals 
by the use of checks drawn on the Oneida County Trust 
Company, Utica, N. Y. No description of the operator is 
available at this writing, 


B. Z. CAMERON, alias J. E. Carter, alias J. C. Blackmer, 
is reported as defrauding merchants by the use of bogus 
checks. Cameron, under the alias J. C. Blackmer, was ar- 
rested in Omaha, Neb., and returned to Creston, Iowa, for 
trial, but escaped from the County Jail at that point and is 
being sought as a fugitive from justice. Cameron also 
passed several forged checks on a member bank in St. Louis, 
Mo. The operator is described as being 30 years of age; 
5 feet 10 inches tall; weight 175 pounds; dark complexion; 
dark hair. 
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G. F. HOBART. The Liberty Central Trust < 
of St. Louis, Mo., report receiving checks of the William 
Waltke & Company, St. Louis, Mo., drawn against their 
bank, signed Wm. Waltke, Pres., made payable to G. F. 
Hobart in the amount of $150. This is a reputable concern 
but they do not do their banking with the Liberty Central 
Trust Company. A specimen of the handwriting of the 
operator is reproduced herewith. 


HERMAN KRAUSE is reported by a member bank in 
Milwaukee, Wis., as issuing bogus cashier’s checks drawn 
on the First National Bank, New York, N. Y., by the Mechan- . 
ics National Bank, Providence, R. I. Krause. is described 
as being 26 years of age; 5 feet 7 inches tall; weight 165 
pounds; blonde hair; pale full face; German or Scandi- 
navian descent; wore black fedora hat and black overcoat. 


L. D. LESTER defrauded a member bank in Glendale, — 
Ariz., by the use of a check bearing the forged signature 
of a depositor. The operator was employed by the depositor 
as. a poultry man to pick fowls. It is believed that Lester | 
left Glendale for New York, N. Y., where his mother is | 
supposed to be dying. He is described as being 26 years a 
age, dark complexion, hair and eyes. e | 


W. D.» MARTIN defrauded a member bank in Chicago, 
lll., by the use of a check bearing the forged signature of 
one of their depositors. Our detective agent’s Chicago rep- 
resentatives are endeavoring to locate the operator. ‘There 
is no description available at the present. 


LEO MOORE, alias F. W. Madden, is reported by the 
Florence State Bank, Florence, Kans., as issuing forged 
certified checks drawn against their bank. The operator has 
had checks printed which are unlike those issued by the 
bank to its customers. 


GEORGE L. MORELAND, alias Grant C. Moreland, alias 
G. C. Martin, recently defrauded a member bank in Mobile, 
Ala., by the use of a bogus check drawn on a member bank 
in Gh icuenery La. Moreland is well known in the South 
as a newspaper man particularly in writing sporting articles. 
As a member of the Rotary Club in Miami, Fla., Moreland 
found no difficulty in being introduced by a meme of the | 
Mobile Club to the bank in question. Moreland committed 
a similar offense on a member bank at West Palm Beach, 
Fla., in October, 1922. He is described as being 50 to . 
years of age; 5 feet 8 inches in height; weighs 160 pounds; 
gray hair; blue eyes. A specimen of his handwriting ij 
shown below. a 


Gut tonlee 


' 
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EDWIN D. KNIGHT 


EDWIN W. KNIGHT, whose photograph is reproduced 


above, is being sought by Sheriff T. M. Hurlburt of Mult- 


nomah County, Portland, Ore., charged with “larceny by 
bailee.”’ Knight is described as being 40 years of age; 5 feet 
11 inches in height; weight 190 pounds; dark brown hair; 
medium athletic build; medium complexion; blue eyes; 
smooth shaven; twitch in left eye and left side of face, 
slight impediment in speech; front teeth have gold filling; 
wears diamond stud, also diamond ring which consists of 
two diamonds; wears a Chinese gold ring on little finger 
of the right hand. Should this man be located kindly arrest, 
hold and immediately wire Sheriff Hurlburt. 


DR. E. W. MYERS is reported as defrauding merchants 
in Galveston, Texas, by the use of bogus checks drawn 
against the Harrisburg State Bank, Houston, Texas. The 
operator is described as being 33 years of age; 5 feet 4 


- inches; 120 pounds; medium build; light brown hair; blue or 


a 


gray eyes; thin face. 


MRS. E. R. O’CONNOR, alias Mrs. M. Brooks, alias 
Mary R. Rayne, is reported by the Mercantile Trust Com- 
pany of San Francisco, Calif., as defrauding local merchants 
by the use of bogus checks drawn against said bank. ‘The 
operator is described as 30 years of age; height 5 feet 4 


‘ing the forged endorsement of a customer. 
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inches; weight 125 pounds; slender build; brown hair; blue 
eyes; wore fur neck piece and round satin turban hat. 


F. W. PEASE, alias E. R. Carse. A member bank of 
Omaha, Neb., reports accepting for collection a bogus check 
issued by one F. W. Pease. ‘This check was drawn on the 
Linwood State Bank, Kansas City, Mo. We are unable to 
furnish a description of the operator at this writing. 


M. PEREIRA, alias Jack C. Linker, defrauded a member 
bank in Hot Springs, Ark., by the use of a bogus check bear- 
The operator 
while in Hot Springs was selling motion picture films. He 
is described as being 24 years of age; 5 feet 4 inches in 
height; weight 135 to 140 pounds; white slender face and 
pointed nose. 


H. B. PURSER, alias A. B. Moore. A member bank at 
Hertford, N. C., reports this individual as having defrauded 
it by the use of bogus checks. Purser also defrauded a 
member bank in Durham, N. C. He is described as being 
5 feet 8 inches tall; weight 145 pounds; ruddy complexion; 
thin face; appearance of lumberman. 


MAX RAVISON is reported by a member bank in Cin- 
cinnati, Ohio, as defrauding it by the use of a bogus check 
deposited to his credit. Ravison carried a substantial account 
lor some time and therefore there was no hesitancy on the 
part of the bank to cash his check. Ravison is a diamond 
broker. No description is available at this wirting. 


OTTO R. SCHNEIDER is reported as opening an ac- 
count with a small deposit in a member bank at Detroit, 
Mich., after which several bogus checks were deposited and 
withdrawals made against them. Schneider is described as 
being 35 years of age; 5 feet 8 inches tall; weight 140 to 
150 pounds. A specimen of his handwriting is reproduced 
below. 


CLAUDE SHERWOOD, alias L. Morgan, alias Harold 
Whitney, defrauded-a member bank in Philadelphia, Pa., by 
the use of a bogus check drawn on a San Francisco, Calif., 
member bank. He is described as being 25 years of age; 
5 feet 7 inches tall; weight 150 pounds; medium build; light 
complexion. 


D. HATFIELD. A party using this alias recently de- 
frauded a member bank in Newton, Kans., by the use of a 


bogus check drawn on a member bank in Randall, Kans. 
Hatfield claims to represent the Jacob Dold Packing Com- 
pany, Wichita, Kans., but he is not known to them. The 
operator is described as being 55 years of age; 5 feet 10 
inches tall; weight 160 pounds; medium build. 


CARL WAITS. Using checks of the Criterion Candy 
Company, Wichita, Kans., which were stolen while he was 
in their employ, Carl Waits was successful in defrauding a 
member bank in Wichita, Kans. No description of the 
operator is available at this writing. 


H. J. WINTERS is reported as defrauding hotels by the 
use of bogus checks drawn on the Farmers and Merchants 
Savings Bank, Mt. Pleasant, Iowa. Winters was employed 
as a hotel man and is described as 32 years of age; 5 feet 
41% inches; light complexion; wears a wig and glasses; eyes 
squinty when glasses off; is stooped shouldered and walks 
lame, favoring right foot. 


ARRESTED 


EDWARD HOEVEN 


HOSPITAL WORKER ARRESTED 


Traced By Our Detective Agents’ Representatives Across 
Country and Located in the Big City. 


A member bank in San Francisco, Calif., was defrauded 
by Edward Hoeven through the means of a forged check. 
The bank notified our detective agents’ San Francisco repre- 
sentatives who investigated the case and learned that Hoeven 
had used the aliases of Edward Hoven, Edward Schmidt, 
Edward Smith and had served time in the California State 
Penitentiary; also in the Nevada State Penitentiary. Hoeven, 
whose occupation was that of an orderly in a hospital, was 
traced to New York City, where our agents’ New York 
representatives learned that upon his arrival he cashed a 
check of the Peoria State Hospital, Peoria, Ill., at a hotel. 
This information aided our agents in locating Hoeven in 
the employ of a hospital. He was placed under arrest on 
the local charge. After disposing of the local charge he 
will be returned to California for trial. A photograph of the 
operator is reproduced above. 
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ANDREW S. JACQUES 


FANCY SKATER AND CHECK ARTIST 
ARRESTED 


Andrew S. Jacques With Numerous Aliases Left Trail 0: 
Bogus Checks Behind Him | 

Using the aliases of J. A. Andrews, J. T. Felton, Johr 
Ingram, J. S. Ingraham, George H. Grant, etc., ANDREW 
S. JACQUES defrauded member banks throughout the 
United States. Our detective agents’ representatives have 
for some time been actively engaged in locating the operator 
Jacques attained distinction as a fancy ice-skater and as suck 
was employed by a Los Angeles film company when found 
He was placed under arrest by the local authorities but upon’ 
the request of the moving picture concern was granted per- 
mission to remain to finish his contract for the picture. Hay- 
ing the freedom of the studio he availed himself of the 
opportunity and escaped from the authorities. Our detec- 
tive agents’ Los Angeles representatives continued the search 
and secured information that the operator was near Redondo, 
Calif. The chief of police of that city was acquainted with 
the facts and a few hours afterwards Jacques walked into 
the arms of the law. He was turned over to our agents 
and returned to Los Angeles, Calif., where he is at present 
awaiting trial. There are several warrants in existence for 
his arrest in other states. A photograph of Jacques is being 
reproduced herewith. | 


CLEVER SCHEMERS ARRESTED 


Our Detective Agents’ Atlanta Representatives Trail Thacker 
Brothers in the South 


Using numerous aliases, the Thacker brothers, JOHN W.,, 
N. J., and GUSTAVIUS, defrauded many member banks 
in Alabama, Mississippi and Tennessee. Their mode of 
operation was to open an account with a very large check 
drawn on some distant bank, at the same time stating it was 
their desire to purchase a certain farm in the town where 
the bank is located and requesting that a Cashier’s Check 
be given which could be used as a part payment on the farm. 
After the request is fulfilled the operator decamps and as 
a result the bank suffers a loss. This method was put into | 
operation in January, 1921, and our detective agents’ Atlanta 
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JOHN W., NEWTON J., AND GUSTAVIUS THACKER 


representatives were called upon to investigate. After run- 
ning down every clue the result was futile and the investi- 
gation was discontinued for the time. However, the “pitcher 
went to the well once too often,” for the Thacker brothers 
renewed their operations and the case was again opened. 
Our agents’ representatives cooperating with the local authori- 
ties after trailing the operators for some time were suc- 
cessful in causing their apprehension on January 26, 1923. 
They were returned to Guntersville, Ala, where they are 
now awaiting trial. 


BANK BANDITS CAPTURED 


Four armed men held up the Payne Avenue Bank, St. 


Paul, Minn., on January 20, 1923, The leader of this outfit 


was shot in the turmoil, and was later identified as NEAL 
HURLEY, a former St. Paul policeman. The local authori- 
ties being acquainted with Hurley’s companions soon rounded 
up two other members of this gang. They gave their names 
as VINCENT SAMEC and ALFRED LINDBERG. Later 
CHARLES SHANSY, alias Whitey, surrendered to the 
Minneapolis, Minn., authorities and was turned over to St. 
Paul police. All are being held awaiting trial. 

JOHN AUGUSTINE was arrested by our detective agents’ 


_ Buffalo representatives cooperating with the local authorities 
on February 3, 1923, in Lockport, N. Y., after he had de- 


| 


frauded a member bank in Meeteetse, Wyo., by the use of a 


check bearing the forged signature of his former employer. 


Augustine was taken to Buffalo, N. Y., to await the arrival 
of authorities from Meeteetse, Wyo. 


NORMAN GEORGE BECK, when attempting to cash 


a check at a member bank in Los Angeles, Calif., was not 
aware of the fact that the bank where he opened an account 


. called upon. 


had circularized its branches to be om the alert for his ap- 
pearance, with the result that he was immediately detained 
and our detective agents’ Los Angeles representatives were 
The operator was placed under arrest and is 
at present being held awaiting trial. 


ELLSMORE BONHAN 


ELLSMORE BONHAN, alias Carl Weber, alias Samuel 
‘Johnson, alias Frank McCann, etc., was detained by a mem- 
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ber bank in Pittsburgh, Pa., when he attempted to cash a 
bogus check. Our detective agents’ Pittsburgh representa- 
tives were called upon to aid in the arrest. After being 
taken to Police Headquarters, Bonhan admitted his identity, 
and confessed to several other operations. He is now being 
held awaiting trial. A photograph of Bonhan is reproduced 
herewith, 


JOE BRANDON, whose picture appears in the JouURNAL 
SupplEMEN’T for the month of February, 1923, page 3, was 
arrested on January 24, 1923, in Portland, Ore., by our de- 
tective agents’ representatives and the local police. He has 
since been returned to Sallisaw, Okla., for prosecution. 


HOWARD T. CLIFFORD, alias H. E. Lockhart, and 
MAX WEINZEMAN, were held by a member bank in Cleve- 
land, Ohio, after an attempt had been made to have certified 
a forged check of one of their depositors. Our detective 
agents’ Cleveland representatives were called upon to aid 
in the arrest. They learned that Clifford secured a blank 
check from a hotel where he had been registered and forged 
the check in question. Weinzeman, although not implicated, 
was held for investigation. 


FRANK H. COY, operating with checks of the Colonial 
Investment Co., Wichita, Kansas, defrauded a member bank 
in that city. Coy, who had abandoned his wife and child 
in Springfield, Mo., called on his brother in Kansas City, 
Mo., but did not receive a brotherly welcome. Incensed at 
Coy’s actions, his brother called in the local authorities and 
demanded an arrest. Coy was held for the Wichita, Kansas, 
authorities. 


WILLIAM S. CROSS, alias Walter Collins. This indi- 
vidual defrauded a member bank in Cleveland, O., by the 
use of a check bearing the forged signature of a depositor, 
a former employer. Our detective agents’ Cleveland repre- 
sentatives were requested to invstigate the case. New de- 
velopments ied to Cream Ridge, N. J., and our agents’ New 
York representatives took up this angle. The operator 
traced to Newark, N. J., where he was placed under arrest 
by our agents and later returned to Cleveland, O., for trial. 
The disposition of his case is given elsewhere in this issue. 


EMIL EDWARD ERICKSON, alias Oscar Anderson, 
alias Emil Olsen, was arrested by the local authorities at 
Ukiah, Calif., on a charge of issuing bogus checks. Our 
detective agents’ San Francisco representatives have been 
endeavoring to locate Erickson for a defrauded member bank 
in Valley Ford, Calif. The operator will be returned to 
Santa Rosa, Calif., for prosecution. 


J. R. LEWIS, alias H. P. Waters, defrauded a member 
bank in San Francisco, Calif., by the use of a worthless 
check. Our detective agents’ San Francisco representatives 
were called upon to make an investigation. Three days after 
the case had been reported, our agents’ representatives lo- 
cated the operator and he was placed under arrest and is 
awaiting trial. 


WILLIS McDOWELL defrauded a member bank in Okla- 
homa City, Okla., by the use of checks bearing the forged 
signature of a depositor. Our detective agents’ Oklahoma 
City representative was called upon to investigate the loss. 
The crime was traced to McDowell, who had been arrested 
and later forfeited his bond on a similar charge. A net was 
spread and McDowell walked into the trap. He was placed 
under arrest by our agents and is at present awaiting trial. 


=O 
Wao 


He has used such aliases as Roy Nelson, John Burns, John 
Palmer and John Carter. 


ARLIE LEE MILLER, alias Frank Argus. This party 
was reported to our detective agents’ San Francisco repre 
sentatives by a San Francisco, Calif., member bank, as hav- 
ing defrauded them by the use of a forged withdrawal slip 
and the stolen bank book of one of their customers. The 
local authorities arrested Miller on a local charge in San 
Francisco. The operator admits receiving the funds from 
the member bank but denies that he. forged th: depositor’s 
signature. He is being held awaiting trial charged with at- 
tempted grand larceny. 


A. R. NELSON, using such aliases as M. A. Nelson, Wil- 
liam B. Wade, A. J. Powell, M. R. Hanson, A. M. Anderson, 
L. M. Nelson, etc., was arrested by the local authorities at 
La Grande, Ore., on a charge of issuing bogus checks. The 
operator was successful in defrauding member banks in Cor- 
vallis, and La Grande, Ore. He is also known to have 
operated in Hood River, Ore., Clarkson, Wash., and Lewis- 
ton, Idaho. 


WARD R. J. PILLORY was arrested in Buffalo, N. Y., on 
February 2, 1923, by our detective agents’ Buffalo representa- 
tives and the local authorities on a charge of defrauding a 
member bank in Niagara Falls, N. Y., by means of a forged 
check. He is being held awaiting trial. 


LOUIS REVERA. A member bank in San Francisco, 
Calif., called upon our detective agents’ San Francisco repre- 
sentatives to locate a party who had stolen a bank book from 
one of their depositors. After a short investigation our 
agents located the operator and he was placed under arrest. 
He admitted the entire transaction, 


GEORGE J. ROY was arrested on February 2, 1923, by 
our detective agents’ New York representatives aided by the 
local authorities when he attempted to cash a certified check 
which had been stolen from the mails. He is now being held 
awaiting trial. 


LOUIS EF. SAMPSEL, single handed, entered a member 
bank in Los Angeles, Calif., ordered the Vice President, 
under cover of a revolver, to put his “O. K.” on a check and 
secured the cash from the paying teller. After this was 
accomplished he left the bank, forcing the Vice President to 
accompany him for a short distance and then disappeared. 
Through the. arrest of the lone bandit’s friend, Fulton Jacks, 
who held up a pedestrian, information was secured as to his 
whereabouts and the local authorities were successful in 
apprehending Sampsel. 


M. C. STANDRIDGE was arrested by our detective agents’ 
Atlanta representatives aided by the local authorities when he 
attempted to defraud a member bank in Atlanta, Ga., by 
issuing a check bearing the forged signature of a depositor. 


MARY WALSH, alias Caroline Strueby, presented a check 
bearing the forged signature of a depositor at a member 
bank in Portland, Ore. Upon questioning the operator and 
comparing signatures, the bank’s teller was convinced that it 
was a forgery, but the operator disappeared before he was 
able to detain her. Again using the depositor’s name, she 
purchased merchandise from department stores on a charge 
account. ‘The crime was traced to the depositor’s servant 
girl, but she became suspicious and left his house. She later 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


returned to explain her iniquities and our detective agents’ 
Portland representatives were called upon. She confessed and 
was later turned over to department store detectives for prose- 
cution of their case. 


JAMES T. THOMAS 


J. T.. THOMAS, ‘alias; James +T.” ‘Thomas,;; alias) 
Turner, using checks of the Thomas Engineering Co., drawn 
on the Pioneer State Bank, Denver, Colo., was reported to 
our detective agents’ New Orleans representatives for in- 
vestigation. They immediately took up the matter and located 


' the operator in New Orleans, La., where he was placed under 


Last records show that he is still being held in New 
We are reproducing here- 


arrest. 
Orleans, La. awaiting disposition. 
with a photograph of the operator. 


MR. AND MRS. FRANK L. WILCOX were arrested in 
Emmett, Idaho, by the local authorities after a short but 
successful operation of passing forged certified checks on a 
member bank in Nampa, Idaho. It is believed that they have 
a previous prison record. Frank L. Wilcox is described as 
being 25 years of age; 6 feet 4 inches tall; weight, 137% 
pounds; slender build; light complexion; light hair; blue 
eyes; occupation, electrician; three boil scars on back of neck; 
bad finger on left hand. No description is available of Mrs. 
Frank L. Wilcox. The disposition of their cases is given 
elsewhere in this issue. 


STATISTICS OF THE PROTECTIVE DEPARTMENT 
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Drafting A New Shipping Policy 


By Reuben A. Lewis, Jr. 


Problem Requires the Stoppage of a $50,000,000 Annual Loss 
Resulting from an Investment of Two Billion Dollars. Survey of 
the Many Complex Factors Which Must Be Considered in the 
Settlement of One of the Hardest of All the Post-War Puzzles. 


is being drafted at Washing- 

ton under which the Ship- 
ping Board will seek to curtail, if 
not end, its disastrous venture into 
the business of shipping, and trans- 
fer to private owners the bulk of 
the fleet it is now operating in the 
overseas trade at an annual loss of 
$50,000,000. 

The failure of the ship subsidy 
bill during the last Congress pre- 
cludes the possibility of the Ship- 
ping Board offering Federal aid as 
an inducement to private capital to 
take over the cream of a war-born 
marine that an outlay of more than 
three billion dollars and an unpar- 
alleled shipbuilding effort created 
under the spur of a great emer- 
gency. Nevertheless Chairman 
Lasker has announced that “the 
contemplated plans are inspired by 
the hope of bringing about the pas- 


A NEW national shipping policy 


" sage of the lines and routes operat- 


ed by the Government into private 
hands, as mandated by law, with 
guaranteed obligation that such 
lines will be maintained for a term 
of years, thus insuring to ports and 
shippers continuous service.” 

A remarkably discouraging out- 
look confronts the Shipping Board. 

Shipping, throughout the world, 


_ is in the throes of depression. 


Nine million tons of vessels, 


representing an original investment 
of probably more than $2,000,000,- 
000, are idle, because there are 
more ships than cargoes. 

Shipbuilding has slumped below 
the pre-war rate of production and, 
in all markets except Germany, 
new tonnage can be acquired at 
prices below replacement values. 

Freight rates, after that memor- 
able meteoric rise due to the sub- 
marine menace and the post-war 
cry for ships to carry commodities 
to fill denuded stores the world 
over, have slumped to levels lower 
on many trades than those which 
prevailed in 1914. A fleet of five 
ocean-going steamers might be 
bought to-day for the freights that 
were paid for the carriage of a 
single cargo to Italy in 1918. 

And, at such a juncture, the 
American shipowner is _ further 
handicapped because he must pay 
his crews wages that reflect the 
scale of compensation in force on 
the mainland and provide for the 
higher standards of living that ob- 
tain aboard ships of American reg- 
istry. 

It is in the face of such a situa- 
tion that the Shipping Board has 
decided, if possible, to get out of 
the shipping business. On March 
Perit; had’ 38S.9ships oleo oo o2 
deadweight tons operating indirect- 
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ly through thirty-nine American 
companies, which are guaranteed 
the payment of all operating costs 
and given a fixed share of the 
revenues derived from the carriage 
of freights and passengers regard- 
less of the financial outcome of any 
voyage. For these are the pro- 
visions of the much-discussed MO- 
4 contract. 

The network of freight services 
covers the world, and virtually all 
of the lines are devoted solely to 
the transportation of cargoes. The 
lines were started under the direc- 
tion of Congress, which ordered 
the Shipping Board to establish 
services regarded as essential for 
the promotion and expansion of 
American foreign trade, and to run 
them if it could not prevail upon 
private operators to purchase or 
charter American ships for the pur- 
pose. Six lines of passenger steam- 
ers have been inaugurated, under 
the direction of the Shipping 
Board, from the flotilla of German 
liners and the twenty-three post- 
war American-built passenger car- 
riers,—the United States Lines. 
running from New York to Euro- 
pean ports; the Munson line that 
shattered speed records between 
South and North America; the 
Admiral line from Seattle to the 
Orient; the Pacific Mail line from 
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San Francisco to the Philippines 
and the Far East; the newly estab- 
lished Pacific-Argentine-Brazil line 
from Pacific Coast ports to South 
America; and the Los Angeles 
Steamship Company service plying 
between Wilmington and Hono- 
lulu. 


Capital Uncertain 


This represents the active part of 
a fleet of 1376 vessels, of 9,829,508 
deadweight tons, the title to which 
remains with the Shipping Board 
after the outright sale of 300 steel 
ships and the disposal of all except 
seven of the ill-starred wooden 
steamers. While the disposition of 
the ships in commission is the most 
pressing problem, at this time, the 
question of what is to be done with 
the idle tonnage is inseparably 
linked with its solution. Until the 
haze of uncertainty as to the ulti- 
mate destination of the laid-up fleet 
is dispelled, the abiding fear that 
it might be later dumped upon the 
market at distress prices or-run in 
competition with the ships sold at 
the outset is calculated to make 
capital anything but bold. 

The motive behind the war-time 
shipbuilding crusade was “ships— 
more ships.” The fleet which the 
United States found in its posses- 
sion in May, 1922, when the end of 
the gigantic building program was 
signalized by the delivery on May 
9, 1922, of the 2311th ship,— 
the passenger liner, Western 
World,—was an emergency armada 
in many ways to be proud of but 
it was far from having that balance 
which its new mission of peaceful 
trade demanded. There were too 
many ships of the lake type, the 
three-island freighters capable of 
carrying from 3,000 to 5,000 tons. 
The machinery in many of the 
overseas types represented the will- 
ingness of the Government to ac- 
cept anything in a time of national 
crisis. It was never thought that 
the ships could compete in normal 
times with the most economically 
propelled and the most inexpensive- 
ly maintained merchantmen,—for 
such are the vessels, manned by 
the cheapest crews, that fix the 
freight rates of the world when 
supply overshadows demand or 
when the two factors are balanced. 
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Average Return 


In an industry where investment 
is subject to such great hazard, it is 
surprising that the average return 
should be so low as it is in shipping. 
Fairplay estimates the annual yield 
to be less than 6 per cent., while 
the cycle of depressions is seldom 
broken by profitable interims of 
more than two or three years. The 
lean years far outnumber the times 
of fat returns but booms pay such 
prodigal dividends that reserves 
are created and set aside to tide 
over the fruitless periods. Divi- 
dends were paid in 1922 by the 
large British companies from re- 
serves that were set up from fabu- 
lous profits accruing during the 
skyrocket freight revenues of the 
post-war boom. ‘The experience of 
American investors in shipping 
ventures of the past few years has 
been so bitter that they cannot be 
expected to enthuse over new en- 
terprises. Some of the largest 
financial institutions in the United 
States paid dearly for their experi- 
ence in financing shipping com- 
panies that contracted to pay from 
$165 to $225 a ton for the vessels 
which are to-day a drug on the 
market at $30. The failure of the 
ship subsidy legislations, which 
caused President Harding. to warn 
Congress of “liquidation in hu- 
miliation,” and the frank admis- 
sions of administration leaders that 


American ships could not be run in 


competition with foreign vessels 
have not stimulated ship purchases. 
The bulk of privately owned Amer- 
ican ships, excepting the oil tank- 
ers, has withdrawn from overseas 
trade and sought refuge in the in- 
tercoastal service, protected from 
foreign competition. 

Thus it appears that the chance 
for the Shipping Board transfer- 
ring the fleet to private interests Is 
far from promising. There is, 
however, another side to the pic- 
ture. 


Shipping, having reached rock- 
bottom, is on the upturn. ‘There 
are many signs of a_ hardening 
freight market. Modern vessels, 
of moderately new types, can be 
bought at world market prices 
ranging from $25 to $30 a ton,— 
less than one-half of what it would 
cost to lay new keels in the United 
States, and from $15 to $20 under 


the replacement charge in the Brit- 
ish yards. The present size of the 
world’s fleet is smaller than it 
would have been had there never 
been a dislocating world war and 
building had continued at the nor- 
mal rate of 3,500,000 tons a year. 


Life of a Ship 


The economic life of a merchant 
ship is reckoned for most purposes 
at twenty years. Shipowners find 
a measure of solace in the fact that 
a vast proportion of the tonnage is 
at least superannuated if not obso- 
lete. Lloyd’s recites latest figures 
that 7,068,449 gross tons are 25 
years old or more while 5,888,922 
gross tons has attained the age of 
twenty years, though yet under 
twenty-five. Eliminating new ton- 
nage owned by the Shipping Board, 


which may never cast off moorings © 


again and the creaking thirteen mil- 
lion tons of ships which have passed 
their useful days, it is not beyond 
the realm of probability that the 
world, upon swinging back to its 
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normal production and customary | 


quota of interchangeable commodi- 
ties, will find itself, with a total of 


only 65,000,000 tons afloat, short of 


delivery facilities. Past experience 
has shown how swiftly freight rates 
ascend and ship values rise when 
there is even a slight squeeze. 
Frank recognition of this was 
made in the Shipping Board’s last 
annual report: “While a much 
greater percentage of foreign ton- 
nage is approaching the age when 
it will be desirable to replace it with 
new tonnage, than is true in the 
case of American vessels, the dif- 
ficulties of the present situation are 


largely caused by an excess of 


world tonnage and any absorption, 
whether in this market or in for- 
eign markets, tends to increase this 
excess and to establish higher values 
for all vessels,” it said. “The in- 
crease in value of the vessels due to 
the demand that will come in the 
next few years as a result of the 
growing age of the world’s tonnage 
should, however, more than com- 
pensate for the cost of upkeep 
during the period that must elapse 
before these factors become con- 
trolling ones.” 


What the future holds is a mat- 


ter of speculation but the record of 
the past has been written. 


— 


hal 


| chant Marine Act of 1920, 


April, 1923 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


635 


The Shipping Board candidly 
admits that the operating losses, 
without considering fixed charges 
for interest on the capital invest- 
ment, depreciation or a_ reserve 
fund for repairs, are running about 
$50,000,000 a year. Every dine. if 
figured on a commercial basis, 
shows a deficit. The leaks in reve- 
nue have been plugged as much as 
is possible under government opera- 


tion, it is officially contended. The 


situation, expressed graphically in 
red ink, shows that the fleet has 
been run by the following monthly 


drafts upon the Treasury: 
July, 1922 $2,783,096 


August 3,268,507 
September 3,652,769 
October 3,420,372 
November 3,457,621 
December 4,329,806 
Jan. 1923 4,942,337 

With these 
figures staring 


min the face, 
the Shipping 
Board is trying 
to make ar- 
fangements 
whereby pri- 


vate interests 
will purchase 
ships for the 


maintenance of 
Vital trade 
routes, with the 
binding __ provi- 
sion that regular 
sailings be con- 
tinued over. a 
period of years. 
The three great 
American — ship- 
ping groups, — 
the shipowners, 
shipbuilders and 
operators, have 
been called into 
conference to state their views, 
and the counsel of the bankers is to 
be sought before the new plan !s 
prefected. These practical men, 
seasoned by years of experience, 
have been markedly reserved in pre- 
dicting that a complete or reason- 
ably full transformation can be 


effected. 


The Shipping Board, balked in 


its fight for subsidies, is invested 


_ with broad powers under the Mer- 
that 
might be used at this tim. to stim- 
ulate sales. It can set in motion 
machinery for the enforcement of 
_two sections in that Act, which, 
together with the dynamite-laden 


i 


In 
Left to right—W. 


section 34 directing the President 
to abrogate existing commercial 
treaties that prevent the introduc- 
tion of a system of discriminatory 
duties, have never been applied. 
The law authorizes the Shipping 
Board to recommend to the Presi- 
dent, when it finds adequate ser- 
vices exist under the American 
flag, the extension of the coastwise 
laws to the Philippines, so that the 
carrying trade might be limited to 
ships of American registry. It is 
within its discretionary powers to 
ask the Interstate Commerce Com- 
mission to prohibit railroads from 


granting: preferential rail rates on 
export shipments unless they be 
shipped overseas in American bot- 
toms. 


Coastwise Laws 


It is manifest that the extension 
of the coastwise laws would in- 
crease the need for American ships 
on a route now widely served by 
both passenger and freight carriers. 
Official estimates upon which the 
Shipping Board based its resolution 
to urge a Presidential proclamation 
advised that 21 more vessels should 
be pressed into trade before for- 
mal action was taken. Fear of 


charge of United States Shipping Board 
J. Love, A. D. Lasker and J. B. 


commercial reverses through for- 
eign competition could well be dis- 
missed if the possibility of Filipino 
independence were dismissed. 

There is a sharp division of 
opinion as to what effects would 
follow the enforcement of the sec- 
tion limiting preferential rail rates 
to exports moving in American 
bottoms. It would be of primary 
benefit to the trans-Pacific lines. 
Indeed the aid was incorporated int 
the Merchant Marine Act to offset 
the advantages Japanese lines have, 
through cheaper operation, over the 
American-flag lines . plying from 
Pacific Coast 
ports to the Ori- 
ent. Singularly, 
the Interstate 
Commerce Com- 
mission urges 
the repeal of the 
section and pre- 
dicts it would 
create great cha- 
os in transporta- 
tion, shattering 
rate structures 
and causing 
diversion of 
freight ruinous 
to certain ports. 

President 
Harding has 
announced that 
he will not can- 
cel trade treat- 
ies so that ship- 
pers might be 
induced to con- 
sign their im- 
ports to Ameri- 
can ships by the 
lure of lower 
duties. Congress 
does not meet until next December 
so that it is out of the question to 
talk of a helpful revision of the Sea- 
men’s Act, the equalization of crew 
costs by paying seagoing Americans 
retainers for enrollment in a mer- 
chant marine naval reserve, or even 
operating economies growing out of 
the contemplated recodification of 
the navigation laws. 


Small 


Destruction of Ships 


One destructive step would bring 
general constructive good to Amer- 
ican and world shipping, it is gen- 
erally agreed. Numbered among 
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the 864 steel ships in the idle fleet 
are perhaps two or three hundred 
vessels that are unfit for commer- 
cial operations because it would 
cost more to recondition them than 
they would be worth. Poor design, 
faulty rivetting, inefficient motive 
power and other deficiencies make 
scores fit subjects for the scrap 
heap. Recognizing this unhappy 
fact, the Merchant Marine Joint 
Committee, composed of the three 
representative American shipping 
groups, memorialized the Shipping 
Board early in March to take the 
lead in ridding the industry of the 
obsolete and commercially unfit 
tonnage by junking its share of 
worthless steel vessels. A careful 
survey is now being made to de- 
termine what should properly be 
the fate of every idle ship in the 
laid-up fleet and Commissioner 
Lissner has announced that an in- 
tegral part of the new plan will be 
definite assurance as to what por- 
tion is to be scrapped and what 
part is to be offered to foreign pur- 
chasers. 


Selling and Scrapping 


The emergency shipbuilding pro- 
gram resulted in the production of 
an ill-balanced fleet, with a surplus 
of small ships, a shortage of 
freighters capable of express speed 
and a sharp deficiency in swift pas- 
senger liners. The Great Lakes 
shipyards, producing 448 steel ves- 
sels ranging from 2500 to 4200 tons 
in size, contributed more small car- 
riers than could possibly be used by 
American companies. While ini- 
tial costs were utterly disregarded 
and the ships offered to domestic 
interests for $76,000 in cash, the 
market failed to absorb 250 of this 
fleet. So long as they remain “in 
tie-up,’ from which they might be 
“broken out” if freight rates ad- 
vanced sharply enough, the lakers 
cast a bearish influence over the 
going fleet. If they were sold 
abroad, it could be arranged so they 
would not come into competition 
with the American overseas ships 
and their retention would not serve 
to bolster up a merchant marine. 

By sending two hundred ships 
to the scrap heap and selling 300 
of the lake-type abroad, the Ship- 
ping Board would go a long way 


toward making its contribution to 
the recovery of the industry. But 
this raises the question of whether 
the commissioners would have the 
nerve to sink or sell at junk prices 
vessels that cost hundreds of mil- 
lions to float. With full knowledge 
that a scrapping program would 
hasten the period of higher ocean 
carrying charges, would such a step 
meet with commercial approval? 
Would President Harding and 
other political leaders endorse a 
policy of partial destruction, to the 
benefit of all maritime nations and 
at the expense of Americans? 
There is reason to believe that there 
will be ruthless elimination of clear- 
ly unfit ships, despite the dema- 
gogic squawks that doubtless will 
resound. 


Routes, the Unit of Sale 


While the new policy has not 
been rounded out, the Shipping 
Board has indicated clearly that 
routes, not ships, will be the unit of 
sale. The world market price will 
be the basis upon which the ships 
are offered, the unanswered ques- 
tion being how far from this line 
the commissioners will depart. 
Guarantees that the routes will be 
maintained over a period of years 
will be exacted, it was announced 
at the outset, so that the purchasers 
must weigh the possibility of in- 
curring temporary losses on trades 
that eventually might be expected 
to show returns. As greatly as it 
would be desired from the commer- 
cial standpoint, the Shipping Board 
can give no binding pledge that it 
will retire from operations and 
liquidate upon the expiration of a 
certain number of years. While 
reasonable to presume that the pur- 
chaser of a trade route would be 
guaranteed from government com- 
petition, there can be no assurance, 
of course, that other private lines 
will not invade the berth if it be- 
came profitable. 

The financial history of Amer- 
ican steamship companies in the 
foreign trade, if the post-war boom 
is excepted, is so thin and sketchy 
as to be of little value. The few 
lines that managed to keep the 
stars and stripes in foreign ports 
admittedly existed on very mod- 
erate returns, but it is true that the 


conditions were the parallel of the 
present. It is well to remember 
that the big item in shipping is cap- 
ital charges based upon the initial 
investment. Outlays for crew 
costs pale into insignificance com- 
pared with the difference in cap- 
ital costs of the freighter built at 
$65 a ton in an American yard and 
one constructed at $40 a ton in a 
foreign yard. 

If crew costs were the decisive 
factor, it is obvious the British 
could never have won first place 
on the seas. 


As In Investment 


Viewed in a cold, impartial light, 
it appears that the soundness of an 
investment in an American ship 
under the present circumstances 
depends upon the price at which it 
can be acquired, the experience 
and stability of its operator and the 
potentialities of the trade route on 
which it is to ply. If the testimony 
of four successive chairmen of the 


Shipping Board is worth anything, | 


private operation is so much more 
efficient than government operation 
that routes now maintained at a 
moderate loss might be expected to 
break even under the spur of pri- 
vate initiative. The cost of pio- 
neering, which has been prohibitive 
to Americans in the past, has been 
borne to a measurable extent by the 
commercial invasions of the gov- 
ernment. 

The recovery of shipping is di- 
rectly dependent upon increased 
world production and the creation 
of cargoes. There is no industry 
that more faithfully reflects disloca- 
tions due to international differ- 
ences or mirrors their ill-effects. 
If index figures are to be trusted 
ocean freight rates are out of line 
with the level of wholesale prices 
and may reasonably be expected to 
advance for the Department of 
Commerce’s averages show charter 
hires at 109 compared with a com- 
modity index of 160. 


The Coal & Iron National Bank of 
New York has appointed John M. Ross 
as vice-president of the bank. Mr. Ross 
has been recently identified with the 
Lowry National Bank of Atlanta, Ga. 
as vice-president. 


a 
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How Europe May Gain America’s Help 


As America Has Not the Right to Make Demands, 


the Great 


Questions Can Only Be Approached on the Basis of America Ob- 
taining Agreements in Exchange for the Aid We Can Render. Part 
Cancellation.Probable if It Would Assure Greater Net Income. 


N the course of his address 
before the convention of the In- 
ternational Chamber of Com- 


merce in Rome, Fred O. Kent, vice- 


oresident of the Bankers Trust 
Company of New York and Chair- 
man of the Commission represent- 
ng the American Bankers Associa- 
ion in the meeting told the dele- 
yates how Europe might proceed 


© gain America’s aid in restorin 
| See: 


jusiness and trade. He said: 


To Begin Negotiation 


“The crying need of both Europe 
ind America, from the standpoint 
x{ humanity, is for better under- 
standing and unhampered trade, 
ind only co-operation between Eu- 
‘ope and America will bring this 


ibout, unless we choose to go 
chrough a long period of trying 


imes first. It would, therefore, 
em distinctly proper for America 
0 endeavor to effect negotiations 
with European countries which 
vould result in bringing into force 
‘very opportunity for co-operation 
which may exist. As Americ has 
1ot the right to demand thar the 
yudgets of European countries be 


drought into order and that infa- 


jion be stopped, and that repara- 
‘ions be agreed upon as to arnount 
ind methods of payment, and that 


_ nutual understandings between the 


Alles and Germany be developed, 
hese matters can only be ap- 
»roached on the basis of America’s 
taining agreements from Euro- 
ean countries aimed to help them 
iccomplish the things which they 
lesire in exchange for something 
vhich America may be able to give 
n return that will be of value to 
4uropean peoples. The question is, 
herefore, what has America that 
she can give to Europe in exchange 
iM . . 

‘Or agreements which she believes, 
f carried out, would result in in- 
reasing the trade and commerce 
€ the United States in sufficient 
rolume to justify such action. 


Taxation and Income 


“From the standpoint of the in- 
terests of America the two ques- 
tions of primary importance, out- 
side of the very great and natural 
desire of our people for the happi- 
ness and comfort of all peoples, are, 
first, what taxation will be neces- 
sary to meet the requirements of 
our government, and, second, what 
income will be left to the American 
people after the payment of taxes. 
Treating them together, the fol- 
lowing statement may be accepted 
as being axiomatic: 

“If the Allied debts are paid in full 
the people of the United States will not 
have to meet Liberty bonds outstanding 
against them through taxation. 

“If the buying power of Europe is 
not restored without a further slump, 
the total national income of the people 
of the United States will be less than 
will otherwise be true. 

“If America and Europe cannot co- 
operate, the buying power of Europe will 
not be restored as quickly as if they 
do co-operate wholeheartedly. 

“If a portion of the Allied debts can 
be cancelled in exchange for agreements 
which will promptly place European 
countries on a sound economic basis, 
the restoration of the buying power of 
Europe will be greatly accelerated, and 
the total national income of America 
will be increased. 

“Tf the increase in the total national 
income of America is greater after de- 
ducting such taxes as would be neces- 
sary to cover the portion of the Allied 
debts cancelled, because of the greater 
buying power of Europe brought about 
by means of such cancellation, the people 
of the United States would be the richer 
through such operation. 


Would Be Popular 


“There would seem no doubt but 
that everyone in the United States 
would vote for the cancellation of 
a part of the Allied indebtedness 
if such cancellation would assure 
them of a greater national net in- 
come, with economic peace and 
greater happiness on the part of all 
people. 

“The real question, 
that confronts us 
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therefore, 
is whether it 


would be possible for us to co- . 
operate with European govern- 
ments along such lines that in ex- 
change for the cancellation of a 
portion of the Allied indebtedness 
to the United States they will give 
us agreements aiming to correct 
those things in their countries which 
are at present economically un- 
sound, and whose correction is 
necessary beiore peace and pros- 
perity can return to their countries 
in sufficient measure to enable their 
prompt economic upbuilding. 


Harmful Cancellation 


“It is not conceivable how the 
mere cancellation of the Inter- 
Allied indebtedness, regardless of 
any question of justice, could be 
anything but harmful, unless ac- 
companied by economic readjust- 
ment all along the line that would 
bring about economic stability. 
Mere cancellation would have a 
tendency to encourage those forces 
in Europe which tend to extrava- 
gance in government in all of its 
departments, civil and military. 
Any such development would be 
one of the worst things that could 
happen, and the good of the whole 
world demands that it not be done. 
Further, even if agreements were 
obtainable along the lines mentioned 
they could not be made effective un- 
less at the same time the whole re- 
paration tangle is settled once and 
for all and arrangements are made 
that would enable the stabilization 
of the German situation. Insofar 
as it can be seen at the moment, 
the ability of Germany to pay her 
reparations before the lapse of 
many years depends largely upon 
whether she can obtain an external 
loan, and whether such loan, if 
obtainable, is properly made use of. 
At the same time, therefore, that 
negotiations are being carried on in 
connection with any possible trad- 
ing of a portion of the Allied in- 
debtedness against agreement that 
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will lay a better foundation for 
progress toward prosperity in 
Europe, positive agreements must 
be made between the Allies and 
Germany in connections with re- 
parations, including the amount and 
methods and times of payment that 
can and will be lived up to—or, in 
other words, that can be accepted 
in sincerity. by both sides. 

“A loan to Germany could not 
be placed in the United States to- 
day, and no such loan 
can probably be placea 
in America that does not 
come ahead of repara- 
tions for many years. 
No loan could be made to 
Germany in which the 
United States had a part 
that did not come ahead 
of reparations, unless the 
Allies desired to have 
such a loan made, for 
without their consent a 
German loan could not 
come ahead of repara- 
tions. If a loan were 
made to Germany on this 
basis against agreements 
received from Germany 
as to the payment of rep- 
arations, and such other 
matters as may be found 
desirable or necessary to 
make the loan good, any 
breaking of such agree- 
ments on the part of 
Germany would destroy 
her credit for genera- 
tions, which would give 
them a force that would 
not be carried in treaty 
agreements, as the whole 
of commercial and in- 
dustrial Germany would 
be opposed to any action 
which might destroy the 
foreign credit of Ger- 
many, whereas vicious _ politics 
might easily result in the breaking 
of any treaty agreements. A loan 
to Germany of sufficient size to 
restore her economic situation on a 
sound basis and enable her to make 
progress toward paying reparations, 
and which came ahead of repara- 
tions, with a stabilized Europe, 
would be absolutely good, and if it 
were being made at the request 
and for the benefit of the Euro- 
pean Allied countries, it could un- 
doubtedly be placed in the United 
States. 
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“It must be admitted that no 
force exists today in the American 
Government which would permit 
negotiations such as those outlined. 
The American Congress alone car- 
ries within it the power to au- 
thorize, or instruct, the Adminis- 
tration to act in matters of this 


kind. But the American Congress 
is the servant of the American peo- 
ple when the people choose to make 


Willis H. Booth 


New York Banker chosen President International Chamber of 


Commerce 


it so. An overwhelming American 


public opinion will be recognized - 


by Congress beyond any question 
of doubt. 

“But no such public opinion can 
be aroused in any country without a 
definite plan of procedure that car- 
ries within it the elements of suc- 
And whose duty is it to con- 
struct such a plan? None other 


CGss. 


‘than the business interests of the 


world, because it is a business 


problem,” 


April, 1923 
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New President © 


Willis H. Booth, vice-president | 
of the Guaranty Trust Company 
of New York, who on March 25, 
was elected president of the Inter- 
national Chamber of Commerce, at 
its convention in Rome, began his” 
banking career in 1905 as vice- 
president of the Equitable Savings | 
Bank of Los Angeles. In 1911, this. 
institution was consolidated with 
the Security Trust and 
Savings Bank of Los 
Angeles of which Mr. 
Booth became vice-presi-_ 
dent and also of the 
Southern Trust’ Com- 
pany. These positions 
he has held continuously 
since that time. In ad- 
dition he has served as_ 
vice-president of the Se- 
curity National Bank 
since 1914. In 1918 he 
took up his residence in 
New York City, as vice- 
president of the Guar- 
anty Trust Company. 

In addition to his. 
banking activities, Mr. 
Booth has many large 
and important industrial | 
interests. In 1910, he 
established the Hotpoint | 
Electric Heating Com- 
pany which was _ later’ 
merged with the Hughes | 
Electric Company and | 
the electric heating divi-. 
sion of the General Elec- | 
tric Company under the 
name of Edison Electric | 
Appliance Company with | 
factories in. California, | 
Chicago and Canada. He’ 
is chairman of the board 
and of the Executive 
Committee of this cor-: 


poration. 


Economic Conference | 

The Finance Section of the Con-. 
gress under the Chairmanship of | 
Mr. Booth enthusiastically approved | 
a resolution presented by the Ameti- 
can members which resolution in-— 
vited all governments to join an im 
ternational conference of the world’s” 
business men to settle Europe’s fi- 
nancial and economic problems. | 
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The New Bank Tax Law 


By THOMAS B. PATON 


General Counsel American Bankers Association 


Permits the State to Impose One of Three Forms of Taxation 
Upon National Banks or Their Shareholders—Taxation of Shares; 


Inclusion of Dividends Derived from Shares in 
come of the Owner, or Taxation of Income of 


days of its last session, en- 
acted the following law 
amending Section 5,219 United 
States Revised Statutes, which per- 
mits the states subject to certain 
restrictions, to impose taxation 
upon national banks or their share- 
holders : 
[Pustic—No. 518—671rH Concress] 
[H. R. 11939.] 
An Act To amend section 5219 of the 
Revised Statutes of the United States. 
Be it enacted by the Senate and House 
of Representatives of the United States 
of America in Congress assembled, That 
section 5219 of the Revised Statutes of 
the United States be, and the same is 
hereby, amended so as to read as follows: 
“Src. 5219. The legislature of each 
State may determine and direct, subject 
to the provisions of this section, the 


Be yo cays.of i during the closing 


_ manner and place of taxing all the shares 
| of national banking associations located 


_ within its 


limits. The several states 
may tax said shares, or include dividends 
derived therefrom in the taxable income 
of an owner or holder thereof, or tax 
the income of such associations, provided 


_ the following conditions are complied 


with: 

“1. (a) The imposition by said state 
of any one of the above three forms of 
taxation shall be in lieu of the others. 

“(b) In the case of a tax on said 
shares the tax imposed shall not be at a 
greater rate than is assessed upon other 
moneyed capital in the hands of individ- 
ual citizens of such state coming into 


' competition with the business of national 


hands of 


banks: Provided, That bonds, notes, or 
other evidences _of indebtedness in the 
individual citizens not em- 


_ ployed or engaged in the banking or in- 


vestment business and_ representing 
merely personal investments not made in 
competition with such business, shall not 
be deemed moneyed capital within the 
meaning of this section. 

“(c) In case of a tax on the net in- 
come of an association, the rate shall not 
be higher than the rate assessed upon 
other financial corporations nor higher 
than the highest of the rates assessed by 
the taxing state upon the net income of 


mercantile, manufacturing, and business 


corporations doing business within its 
imits. 

“(d) In case the dividends derived 
from the said shares are taxed, the tax 


_ shall not be at a greater rate than is as- 
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sessed upon the net income from other 
moneyed capital. 


“2. The shares or the net income as 
above provided of any national banking 
association owned by nonresidents of any 
state, or the dividends on such shares 
owned by such nonresidents, shall be 
taxed in the taxing district where the 
association is located and not elsewhere; 
and such associations shall make return 
of such income and pay the tax thereon 
as agent of such nonresident sharehold- 
ers. 

“3. Nothing herein shall be construed 
to exempt the real property of associa- 
tions from taxation in any state or in 
any subdivision thereof, to the same ex- 
tent, according to its value, as other real 
property is taxed. 

“4. The provisions of section 5219 of 
the Revised Statutes of the United States 
as heretofore in force shall not prevent 
the legalizing, ratifying, or confirming by 
the states of any tax heretofore paid, 
levied, or assessed upon the shares of 
national banks, or the collecting thereof, 
to the extent that such tax would be 
valid under said section.” 

Approved, March 4, 1923. 


This law, which is virtually the 
bill advocated by the Special Com- 
mittee on Taxation of the Ameri- 
can Bankers Association, supplants 
the former Section 5,219 which, for 
more than fifty years down to 
March 4, 1923, was as follows: 

Sec. 5219. Nothing herein shall pre- 
vent all the shares in any association 
from being included in the valuation of 
the personal property of the owner or 
holder of such shares, in assessing taxes 
imposed by authority ‘of the state within 
which the association is located; but the 
legislature of each state may determine 
and direct the manner and place of tax- 
ing all the shares of national banking 
associations located within the state, sub- 
ject only to the two restrictions, that the 
taxation shall not be at a greater rate 
than is assessed upon other moneyed cap- 
ital in the hands of individual citizens of 
such state, and that the shares of any 
national banking association owned by 
non-residents of any state shall be taxed 
in the city or town, where the bank is 
located, and not elsewhere. Nothing 
herein shall be construed to exempt the 
real property of associations from either 
state, county or municipal taxes, to the 
same extent, according to its value, as 
other real property is taxed. 


History Underlying Amendment 


The movement for an amend- 
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the Taxable In- 
National Banks 


ment may be briefly told. 
1921, the Supreme Court of the 
United States in Merchants 
National Bank v. City of Rich- 
mond, held that Section 5,219 was 
violated when an aggregate tax for 
state and local purposes was levied 
in Virginia upon national bank 
shares of $1.75 per $100 of valua- 
tion while other moneyed capital in 
the hands of individual citizens in 
the form of intangible property 
such as bonds, notes and other evi- 
dences of indebtedness, a material 
portion of such was said to be in 
competition with national banks, 
was taxed at an aggregate of only 
95 cents per $100 of valuation. 

In view of the fact that a num- 
ber of states had departed from 
the general property system of tax- 
ation and adopted a classified sys- 
tem, under which such intangibles 
were classified and favored by a 
much lower rate of taxation than 
was assessed upon national bank 
shares, this decision led the Tax 
Commissioners of a number of 
states to seek an amendment of 
Section 5,219 which would permit 
the continuance of such discrimina- 
tory systems. ‘The movement was, 
therefore, initiated by the Tax Com- 
missioners. 


In June, 


Tax Commissioners’ Bill 


The form of amendment urged 
by the Tax Commissioners was con- 
tained in H. R. 9,579 introduced 
on December 15, 1921, which in sub- 
stance permitted the states to tax 
either the shares or the income of 
national banks to any extent they 
pleased, provided only the shares 
or income of state banks or trust 
companies were equally taxed; it 
also permitted, additionally, the in- 
clusion of the dividends of the 
shareholder as a part of his indi- 
vidual income provided incomes 
from state bank and trust company 
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shares were equally. taxed; and 
finally, in view of suits pending and 
threatened in some of the states to 
have prior taxes adjudged illegal 
and invalid, the bill also contained 
a retroactive provision, legalizing 
all back taxes upon’ national bank 
shares, provided they accorded with 
the provisions of the proposed bill. 

Promptly following the introduc- 
tion of this legislation, a ‘Special 
Committee on Taxation was ap- 
pointed by the American Bankers 
Association which opposed any at- 
tempt to permit the: states to put 
banks in.a class by themselves for 
purposes of taxation.and contended 
that if: any amendment. to Section 
5,219 was needed, .the principle that 
the taxation should not be greater 
than upon other moneyed capital in 
the hands of. individual . citizens 
should be preserved and such prin- 
ciple simply extended so as to per- 
mit of income taxation by any state 
so desiring, as a substitute for taxa- 
tion of the shares. :The retroac- 
tive provision was also opposed 
on the ground that. as matter of 
principle, aside from any question 
of constitutionality or effectiveness, 
Congress should not, after passing 
a law for the protection of banks, 
retroactively remove the protec- 
tion when the banks invoked it; it 
was urged that this would create a 
bad precedent and amount in sub- 
stance to a recall of judicial deci- 
sions. It was contended that the 
utmost to which a retroactive provi- 
sion should go would be to legalize 
taxation which would have been 
lawful if levied in accordance. with 
the law in force at the time of the 
levy. 


House Passes Bankers’ Bill 


After extended Hearings before 
the House Committee on Banking 
and Currency, that Committee re- 
jected the Tax Commissioners’ bill 
and reported and the House on 
June 4, 1922, pased a bill, H. R. 
11,939 which, in the main accorded 
with the contentions of the bankers. 
The bill in substance provided for 
the taxation of shares of national 
banks at no greater rate than upon 
other moneyed capital in the hands 
of individual citizens of the state 
coming into competition with the 
business of national banks and that 
in any state where a tax, in lieu of 
a property tax, was levied upon the 
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net income derived from other 
moneyed capital, the state might im- 
pose a tax on the income of the 
bank, in lieu of a share tax, but 


not at a greater rate than was as- 


sessed upon the net income of such 
other moneyed capital. It also pro- 
vided a retroactive clause which 
would permit the states to legalize 
back taxes but only to the extent 


they would be in accord with the 


foregoing provisions. 

The scene of action then shifted 
to the Senate. Senator Kellogg in 
behalf of the Tax Commissioners 
introduced a bill. to permit the 
states to tax the shares or the in- 
come of national banks at no greater 
rate than upon other moneyed capi- 
tal “employed in the business of 
banking” and containing the same 
objectionable retroactive clause pro- 
vided in the original Tax Commis- 
sioners bill introduced in the House. 
The bankers opposed this bill as 
virtually placing banking capital in 
a class by itself subject to unlimited 
power of taxation and they made 
the same objections, as in the 
House, to the. retroactive clause. 
At this stage of the controversy in- 
formal conferences were held with 
the Tax Commissioners, looking to 
a possible basis of agreement on the 
theory that banks might be classed 
with mercantile and manufacturing 
corporations upon an equality of 
tax burdens; but while this was 
deemed practicable as to income 
taxation, it was rejected as im- 
practicable as to property taxation, 


and the . negotiations came _ to 

naught. 

Objectionable Bill Passed by 
Senate 


Finally, the Senate on January 
23, 1923, passed the House bill by 
striking out all after the enacting 
clause and substituting a form of 
law which, while evidently intended 
as a compromise, nevertheless ac- 
corded in the main with the legisla- 
tion desired by the Tax Commis- 
sioners. In brief, the bill gave per- 
mission to the states to tax the 
shareholder upon his shares or upon 
the income derived from his shares 
or to tax the bank upon its in- 
come, restricting the permission to 
only one of the three forms of taxa- 
tion. In case of share taxation, 
the rate was not to be higher than 
applicable to other moneyed capital 
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employed in banking with a proviso 
that whenever the shares in mer- 
cantile, manufacturing or business 
corporations were taxed, the rate 
applied to bank shares should not 
exceed the average of the rates ap- 
plied to such corporations or to 
such of them as were taxed in the 
state. In the case of a tax om the 
net income of a bank, it was pro- 
vided that the rate should “not be 
higher than the highest of the rates 
imposed by the taxing state upon 
the net income of mercantile, 
manufacturing and/or financial cor- 
porations doing business within its 
limits.” The bill provided a> re- 
troactive clause permitting the 
states, so far as Congress was con- 
cerned, to legalize or retain past 
illegal taxes upon national bank 
shares if not greater than imposed 
upon state banks or trust companies. 

Objections were. immediately 
framed and urged by the Bankers’ 
Special Committee on Taxation to 
the bill as passed by the Senate. 
It was pointed out that in the case 
of share taxation, any state might, 


and many do, exempt the shares. 


of mercantile, manufacturing or 
business corporations from taxa- 
tion and tax such corporations by 
other methods and this would leave 
“other moneyed capital employed in 
the business of banking” as the 
only protective limit. Also in the 
case of income taxation, the Senate 
bill would likewise permit the states 
to classify banks and tax them at 
the highest income rate. In short, 
in its final analysis, the bill per 
mitted the states to put banking 
capital in a class by itself, either 
for purpose of share or income 
taxation, without any protective 
limitation. The former objections 
to the retroactive clause were also 
reiterated. 


As a final result, this bill was de- 
feated. The House of Representa- 
tives having disagreed to the Senate 
amendments, conferees of both 
Houses were appointed and after 
numerous hearings running through 
a period of four weeks they failed 
to agree. On February 27, the 
House Conferees reported their in- 
ability to agree and upon their rec- 
ommendation, the House of Rep- 
resentatives, on that day, followed 
by the Senate on March 1, passed 
the bill set out at the head of this 
article which, by approval of the 
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President on March 4, is now law. 
Analysis of the New Law 


The new law, it is seen, permits 
the states to impose either one, but 
only one, of three forms of taxa- 
tion upon national banks or their 
shareholders, namely : 

1. Taxation of shares of 

banking associations. 

2. Inclusion of dividends derived from 
shares in the taxable income of the 
owner. 

3. Taxation of 
banks. 

In case the shares are taxed as 
the property of the shareholders, 
the same protective restriction is 
provided as in the former law, 
namely, that the rate shall not be 
greater “than is assessed upon other 
moneyed capital in the hands of in- 
dividual citizens of such state.” 
The new law adds “coming into 
competition with the business of 
national banks.” This latter phrase 
is merely a statutory declaration 
of what the Supreme Court has 
repeatedly decided. The new law 
also adds a proviso that “bonds, 
notes or other evidence of indebted- 
ness in the hands of individual 
citizens not employed in the bank- 
ing or investment business and rep- 
resenting merely personal invest- 
ments not made in competition with 
such business shall not be deemed 
moneyed capital” within the mean- 
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income of national 


; Date Association 

April 13-14 Florida..St. Petersburg 
April 18-19 Louisiana... Shreveport 

April 23-26 Executive Council 
TING: LER NNR Rea e 
Westchester-Biltmore 
Country Club, Rye 
Nz Y. 
May 2-4 Nat Foreign Trade 
Gomme lee ee. ccieres 
New Orleans, La. 
3-4 Arkansas ..Little Rock 
So NOLtiieGarolinad deer... 
Pinehurst 


U. S. Chamber of Com- 
merce, Waldorf-Astoria 
New York 
... Meridian 


a eicelelw Ts 


8-9 Mississippi 
Georgia 
hENNESSCE + osc ace «bs ee 


Chattanooga 
Dallas 


eeececene- see 


ing of the law. . This proviso dif- 
ferentiates and excludes from com- 
petitive moneyed capital, personal 
investments in the hands of the 
noncompeting private investor. 
Prior to the Richmond decision, it 
was generally understood that such 
private investments were noncom- 
petitive and state laws classifying 
and imposing a lower rate upon 
such intangibles were built upon 
that theory. The decision of the 
Supreme Court was based on an al- 
legation and proof of fact, not con- 
troverted, that such class of intangi- 
bles were in actual competition with 
national banks. Under the proviso 
of the new law, the states will be 
permitted to tax personal invest- 
ments at a lower rate when not in 
fact in competition with national 
banks. 

The new law provides, as an al- 
ternative for taxation on _ the 
shares, a tax on the net income of 
a national bank and it protects the 
bank against excessive taxation by 
the state by a provision that the 
rate shall not be higher than that 
assessed upon other financial cor- 
porations nor higher than the high- 
est rate assessed upon the net in- 
come of mercantile, manufacturing 
and business corporations doing 
business within its limits. It would 
seem that this is an adequate pro- 
tection to national banks in the 


Convention Calendar 


Date Association 
May 1GSt7ae Manian dierent 
Atlantic City, N. J. 
Nays )--1./=19 BoA lap aiicueerere eaters netcye c 
Montgomery 
May. © 22-23) Missounteens: St. Joseph 
Maye = 23-25eebenncyilvaniauem sce rca: 
Atlantic City, N. J. 
Maya 23-260" Galitopniaue ewe. cen os 
Long Beach 
May? 24-25. ilSansasueeem ae ome ei 
Hutchinson 
Wena de Wikieataney Gees opcee 
Richmond 
May 28-29 Reserve City Bankers... 
French Lick, Ind. 
Mas )29-30RR © kialtomagemeriiat sets ¢ 
Oklahoma City 
June 8-9 Nevada Winnemucca....... 


11-13 Iowa 
11-13 New York ....———— 


June 
June 
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case of taxation upon its income. 


In the first place, the rate cannot 
be higher than that imposed upon a 
state bank and while some of the 
classes of mercantile, manufactur- 
ing and business corporations may 
be favored as compared with the 
banks, the rate cannot be higher 
than the highest of the rates as- 
sessed upon at least one of such 
classes. xe 

Should any ©: state require the 
shareholder of a national bank’ to 
include his dividends in his taxable 
income, the rate cannot be greater 
than is assessed upon the net in- 
come from other moneyed capital 
and furthermore the state in such 
case cannot, nor can any subdi- 
vision of the state, impose a tax on 
the shares or on the income of the 
bank. 

The new law contains a similar 
provision to that of the old law 
covering taxation of nonresident 
shareholders at the place of the 
bank, extending such provision to 
income taxation; and it also retains 
the provision of the former law 
covering taxation of the bank’s real 
estate. The retroactive clause ac- 
cords with the contention of the 
bankers. It simply permits the 
legalizing of prior invalid taxes to 
the extent they would have been 
valid under the law in force at the 
time they were levied. 


Date Association 
June 12-15 Association of National 
Credit Men incest a 
Atlanta, Ga. 
Ifcevs ISSO. Lote Saaecenmoucn Logan 
[fine SGA, Wibkelarens 96 655 abide bone 
Detroit and Lake Trip 
Sal CueLO-ZOM VV ISCONSIN Ga.) ecrahte. « 
Milwaukee 
June 19-20 “South Dakota ......... 
Rapid City 
Jnineme21=22 Oliopirrans «eae Toledo 
followed by Lake Trip 
ear em 20-2 Jee LT O1SS y ype slays, ¢ 

June 27-29 North Dak. Bismarck.. 
July 17-20 Amer. Inst. of Banking 
Cleveland. O. 
Sept. Da OMLCEIILITC Key aunt leteaer ere assy ¢ 
Louisville 
Sept. 24-27 A. B. A., Atlantic City 

Oct. 28-31 Investment Bankers 


Washington, D. C. 


VERY day newspapers which 

are reliable in other things, 

tell about the rum-ships 
which come up to New York and 
cruise about just beyond the three- 
mile limit until they have an oppor- 
tunity to discharge their cargoes. 
Recently the fleet consisted of thirty 
vessels of various sizes. The gen- 
eral public reads of this imperson- 
ally, a matter of no immediate con- 
cern and there is no discernible re- 
sentment of what is brazen flouting 
of our laws against the importation 
of liquor. 

The indifference of public opinion 
as to what is going on reduces to a 
minimum the efficiency of the in- 
sufficient organization the govern- 
ment now has for enforcing the 
law. If public opinion were out- 
raged over the contempt for the law 
of which the fleet off shore is a 
gigantic exhibit, ways would be 
found with little loss of time to 
make bootlegging more hazardous 
and less profitable. But in this, as 
in all other things the public pays 
for its indifference. The great price 
in this case of placidly, even humor- 
ously countenancing law-breaking 
on a wholesale scale is in the evils 
attending a growing disrespect for 
all law. 

' Every spectacular and successful 
infraction of the statutes is a nation- 
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wide lowering of respect for all law, 
an encouragement to the morally 
weak to yield to temptation. The 
evil-breeding thought that it is “all, 
right if you can get away with it” 
grows apace because of the exist- 
ence of this lethargic public opinion. 

Slave-trading ships discharged 
their cargoes of black men on our 
shores long after this form of 
“trade” was prohibited. So firmly 
fixed was the traffic in that far off 
time that it was difficult then for 
men to understand that its end was 
approaching. Not until the captain 
of a slave-trader had been hung in 
New York harbor did the traffic 
really cease and not until public 
opinion awakes to the far-reaching 
evil which attends contempt for law 
will the government vigorously and 
effectively put an end to this piece 
of national hypocrisy ! 

Many thinkers have voiced warn- 
ings of the danger of the break- 
down of civilization in Europe; the 
warnings always fall on incredulous 
ears, a mental state not to be won- 
dered at when America’s greatest 
city day by day tolerates what is a 
veritable pirate fleet at its very en- 
trance! 

Banking which rests on law can 
not be indifferent to a lowering of 
respect for the law. 


The Exempt Securities 


There was a time when it was 
considered to be good business and 
good morals for the state to give its 
sanction to the use of the lottery to 
finance worthy enterprises. E,vent- 
ually public opinion became cogni- 
zant of the evil which attended the 
practice and lotteries became out- 
lawed. There was a time also when 
townships as well as larger subdi- 
visions bonded themselves to aid in 
the construction of railways pri- 
vately owned, but in time that prac- 
tice having served its purpose, died 
out. The exemption from taxation 
of bond issues, once deemed a laud- 
able way to add to the speed with 
which money might be raised, now 
seems destined to be placed in the 


class of financial practices which are 
no longer to be considered good 
public policy. The Committee on 
the Judiciary of the U. S. Senate to 
whom was referred a_ resolution 
proposing an amendment to the 
Constitution which would end tax 
exemptions did not get very far 
with its hearings before Congress 
adjourned but when the new Con- 
gress assembles the subject will 
again be taken up and it is expected 
that some form of amendment will 
in due time be evolved for action 
by the state legislatures. 

One witness before the subcom- 
mittee said that “the total amount of 
tax securities wholly and partially 
exempt is not far from thirty bil- 
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Some of the Major Problems 


lions. There are somewhere be- 
tween eight and ten billions of these 
that are wholly tax exempt, state 
and municipals.” 

Whatever other merit the pro- 
posed amendment may have it prob- 
ably will have the merit—when it 
gets to the polls—of popularity 
among those who having little to in- 
vest regard with suspicion any ar- 
rangement whereby taxes may be 
evaded. 


Credit Some to Efficiency 


Perhaps the migration from farm 
to city is not as bad as it appears to 
e on the surface. It would be 
strange, if with improved farm ma- . 
chinery for use in the field, the 
buildings, improved implements and 
the constant efforts of State and 
Federal government to improve ag-— 
riculture, there should not be a gain 
in efficiency. In other industries a 
new degree of efficiency generally 
means the same production with less 
men and is regarded as a commend- 
able mark of progress. There is no 
fear of calamity when manufactur- 


ing industries discover ways to do 


more work with less men, and in 
considering the trend of the popula- 
tion cityward, the raised efficiency 
of agriculture as a whole might 
well be included among the many 
and complex factors. 


Ashamed to Tell 


“Right here I wish to confess 
something, which until lately, I 
have been ashamed to tell,’ writes 
a friend of sound money. “When 
I was twelve years of age, I had 
the same idea about our monetary 
system that it seems Mr. Ford now 
has, but unlike Mr. Ford, I did not 
have the money with which to hire 
a body of men to put into words 
my theory. And oh, what a pity 
I did not tell some of my ideas— 
I could have been of so much help 
to our government at that time! 


Money Schemes An Economic Threat 


By E. E. AGGER, Ph. D. 


Tend to Undermine the Foundations of ‘‘Capitalistic’”’ Procedure. 
Where They Strike Their ,Deadliest Blow. 
Won on the Claim That the Scheme Will Give Someone Price 
Advantage. Undermine the Confidence of the Individual Saver. 


HOSE who lightly advocate 

new issues of government pa- 

per money as a solution of the 
marketing or other problems of 
particular groups, overlook certain 
important phases of our modern 
economic system, the operation of 
which would be dangerously crip- 
pled by a resort to soft money 
-expedients. 


Production Specialized 


Our modern economic system is 
based upon specialization and ex- 
change. Few individuals produce 
directly for themselves the goods 
which they wish to consume. The 


_yast majority of the people of the 


United States. are specialists occu- 
pied with particular business tasks. 
They obtain their incomes through 
the sale of goods which they pro- 
duce or of the services which they 
render. On the other hand, they 


buy in the market the goods or 


commodities which they themselves 
wish to consume. ‘Thus, as we look 
at the system in perspective, we ob- 
serve a gigantic co-operative under- 
taking where all participate in pro- 
duction in order to share in the 


, joint product. 


Large-Scale Industry 


But such a gigantic scheme of 
division of labor and exchange re- 
quires that goods be handled on 
a large scale. Operations in pro- 
duction must be undertaken long in 
advance of the turning out of fin- 
ished goods. Factories have to be 
built and equipped, and raw ma- 
terial must be gathered from all 
the corners of the earth. All this 


_ takes time, and during the interval 
_ there is implied, therefore, a “tie- 


ing-up” of wealth on a large scale. 
Wealth so tied-up in factories, 
equipment, tools and goods in vari- 


_ ous stages of completion, from raw 
material to the finished product, 


la 


‘directly 


constitutes “capital.” Because of 
the great importance of this capital 
to our whole scheme of procedure 
our system is justly called the 
“capitalistic system.” 


Maintaining the Capital Fund 


The operation and progress of a 
capitalistic system depend upon the 
maintenance and continued expan- 
sion of the capital fund. If fac- 
tories and machinery were not re- 
placed as they wore out, if new 
plants were not established, and if 
ample funds were not set aside for 
the purchases of new stocks of raw 
material etc., the whole process of 
production would soon come to an 
end. Steady accumulation and in- 
vestment of capital are thus essen- 
tial to the very life of our present 
economic scheme. 


Capital Must Be Saved 


Capital accumulation does not, 
however, go on automatically. It 
is directly and indirectly dependent 
upon the savings of individuals. 
The individuals concerned may not 
control the matter, but 
whether the saving be “by” them or 
only ‘‘for” them, the fact remains 
that in the first instance capital 
maintenance and capital increase 
depend upon saving. 

Capital is maintained when in- 
dividual business men and when di- 
rectors of corporations charge off 
against gross earnings each fiscal 
period adequate sums for “depre- 
ciation” and “obsolescence.” Some 
goods wear out and others have to 
be replaced because new and more 
economical implements are devised. 
But in addition to keeping the 
fixed forms of capital in good shape 
and up-to-date it is essential to pro- 
vide an adequate fund of working 
capital. In both these classes of 
capital the needs vary from one 
business to another, but for the 
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Support Usually 


system as a whole, success depends 
upon a full recognition of the basic 
importance of the maintenance of 
capital unimpaired. 


Capital Sources 


The sources of new capital are 
numerous. Perhaps the most im- 
portant single source today is found 
in what may be called “corporate” 
savings. ‘These arise when direc- 
tors of corporations set aside some 
of the annual net earnings for rein- 
vestment in the business. Such 
sums appear in the “surplus” or in 
the “undivided profits” accounts. 
They run to several billions a year 
in the United States. Then there 
are the individual savings arising 
from personal thrift and _ self- 
denial. ‘These savings are placed 
in banks or are utilized to purchase 
investments and thus they are put 
to use in further production. 

Of growing importance for capi- 
tal purposes are also the great 
funds gathered together by insur- 
ance, guarantee and similar com- 
panies. These companies collect in 
the form of. “premiums” large 
amounts which must be safely in- 
vested. Loans are made on good 
real estate security, and selected 
bonds and stocks are purchased, 
but this is obviously only a means 
of getting the funds back to work 
in the productive system. 

Lastly, as a source of new capital 
may be mentioned “induced sav- 
ings.” The expansion of bank 
credit for capital purposes may lead 
to a competitive struggle between 
producers and consumers for the 
control of productive resources. 
The result of such competition is an 
advance of prices, and, since con- 
sumers’ incomes cannot quickly be 
readjusted to general price changes, 
a given income buys less goods than 
before, and the productive forces 
so released, can then be applied to 
the creation of capital implements. 
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In times: of war 
through inflation, thus get control 
of productive forces for war pur- 
poses. However, these “induced 


savings’ are not in normal times of 


great relative importance. 


Security and Stability Essential 


The adequate accumulation of 
capital, so vital to the working of 
the present economic system, is 
possible only when savings and in- 
vestments are safe, and stable in 
value. Saving in all forms, whether 
voluntarily practiced by the indi- 
vidual or whether forced upon him, 
implies postponement of immedi- 
ate enjoyment or return for a re- 
turn in the future. And as the 
normal tendency of the individual 
is to discount the future, the aver- 
age person demands in the future 
a larger return than the sacrifice 
involved in the present saving, if 
he is to be induced to save rather 
than to spend. In other words, we 
expect interest on our savings as 
well as the safeguarding and the 
return of our principal. 


Cheap Money a Deadly Blow 


Right here is where inflationary 
money schemes strike their deadli- 
est blow. They tend to undermine 
the very foundation of “capital- 
istic’ procedure. They are cor- 
rosive of the confidence underlying 
capital accumulation. 

Inflationary money schemes put 
into practice, always disturb price 
adjustments. Indeed, the support 
for most of these schemes is won 
usually on the basis of the claim 
that they will affect prices. Yet 
prices are today the means of con- 
trolling production. Business men 
regulate their activities by price de- 
velopments and prospects. It needs 
no extensive argument to demon- 
strate that price changes “make” 
and “break” business men. 

While prosperity is usually as- 
sociated with an upward movement 
of prices, the trouble is that “in- 
flated”” prices mean mostly false 
prosperity. Following briefly the 
argument of a British writer, Angas 
(Reparations, Trade and Foreign 
Exchange), it may be pointed out 
that money profits are not always 
what they seem. Under rising 
prices unless a business man adds 


governments, | 
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to his cost-prices not only his 
normal profit but also an amount 
equal to the percentage increase of 
general prices he is not “making” 
the money he thinks he is, and may 
actually be weakening his economic 
position. For example, if as a re- 
sult of inflation general prices ad- 
vance 30 per cent. during a year 
(as they did during the war) and if 
a business man figures on a net 
profit of 25 per cent. on an annual 
turn-over of his capital, he is 
poorer at the end of the year than 
he was at the beginning if he adds 
only 25 per cent. to his costs. The 
sum of money on hand at the close 
of the year will have a smaller 
purchasing power than the smaller 
sum with which the year’s busi- 
ness was begun. In other words 
although a business man may seem 
to be making money in times of in- 
flationary price-advances unless his 
gains more than offset the decline 
in the general purchasing power of 
money, he is not only failing to 
make real profits but may also be 
actually impairing his basic capital. 


Price Movements Difficult 


Few business man can so accu- 
rately gauge and predict price 
movements that they can safeguard 
themselves against this danger. 
Furthermore, one individual or firm 
bucking the market both on the 
buying and on the selling side is 
subject, to a considerable degree, 
to the control of market forces. 
All are therefore subjected to dan- 
ger and uncertainty by inflationary 
price movements, 

Then even the nominal gains of 
the inflationary period are often 
wiped out by the losses of the in- 
evitable and succeeding period of 
liquidation. Where are now the 
paper profits which during 1918 
and 1919 were made in sugar, 
leather, rubber and _ other 
modities? Let the bankruptcy rec- 
ords answer! The profits of in- 
flation are dangerous  will-o’-the- 
wisps. 


Undermining Confidence 


Inflationary money schemes also 
undermine the confidence of the in- 
dividual saver. Today saving is of 
necessity in terms of money. The 
typical form of saving is putting 
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money in the bank, But inflation | 
causes a depreciation of money. 
Prices of goods rise, and the pur- 
chasing power of fixed money sums 
correspondingly diminishes. Hence, 
when inflation is under way, the 
saver faces the prospect not of hay- 
ing his purchasing power in the 
future increased as a reward to him 
for his abstinence, but of having his 
principal nibbled at, and of finding 
himself worse off than he would 
have been had he spent his money’ 
at once. How much inducement to 
save could there be under such cir- 
cumstances? | 


Undermining Investments 


Again, inflationary money 
schemes sap the value of the most 
conservative forms of investments, 
namely, those based on specified 
loans under stated conditions of re- 
turn. Mortgages in fixed money 
sums diminish in real purchasing. 
power both as to principal and in- 
terest when prices are forced up 
through inflation. Consequently 
people having funds to loan on 
mortgage will hesitate to place these, 
funds when a danger of inflation 
looms up on the horizon. This will! 
naturally react unfavorably on all) 
those who wish to borrow. | 

Similarly bond-holders | sumRe| 
when inflation pushes prices up. | 
Bondholders are substantially like. 
holders of mortgages. They have 
fixed money claims, and get speci- | 
fied rates of return. Therefore 
every general price advance caused | 
by inflation tends to leave them | 
poorer. The stockholder, on the 
other hand benefits at the expense 
of the bond-holder. The stock- | 
holder: is in the position of the) 
debtor. The bond-holder is the) 
creditor. The debtor, as a result of | 
inflation despoils the creditor. How 
anxious will people with a surplus | 
to invest be to buy bonds under con- 
ditions of inflation? ‘The very con- | 
servativeness which leads them to | 
prefer bonds to the more specula- 
tive investment in stocks will in- 
duce them to curtail bond buying 
when fixed investments are tam- | 
pered with by inflationary money 
projects. 


Corporate Saving Disturbed | 

It is certain also that through 
their effect on the price structure | 
: 
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inflationary money schemes seri- 
ously disturb corporate savings. In 
_ the first place, under rising prices, a 
larger nominal capital is constantly 
‘required to maintain a given vol- 
ume of business. A dry goods 
‘merchant to keep the same stock on 
his shelves had to have twice as 
much “money” invested in 1919 
as he did in 1913. This means that 
even though he understood the 
effect of a general advance in prices 
and had made his own calculations 
accordingly, he had to get an in- 
creased “line’”’ of credit at his bank 
or otherwise increase his borrow- 
ings.. The effect was intensified if 
he did not adequately allow for a 
mere increase in general prices 
when calculating his money profits 
and determining their disposition. 
There is always the danger that 
increased paper profits will be in- 
terpreted as full gains in real 
profits, and dividends will be cor- 
respondingly expanded. ‘The result 
is that when liquidation follows, 
and prices decline, the writing 
down of inventories makes a seri- 
‘ous hole in surpluses, even though 
these funds be not entirely wiped 
out and capital itself impaired. 
Such revolutionary upheavals are 
the enemies of orderly and conserv- 
itive corporate finance. 


4 Even Insurance Affected 
_ Inflationary money schemes put 
nto practice also tend to lessen the 
salue of all classes of insurance. 
(he purpose of insurance is to 
guard the beneficiaries against 
losses arising from certain risks 
_vhich on the whole must be faced 
_ nd cannot be avoided. The scope 
nd importance of modern insur- 
ce requires no elucidation. But 
vhat is the effect on insurance of 
aoney depreciation? Policies are 
yritten and premiums: are paid 
sually long in advance of the pay- 
nents of claims as a result of 
dsses. But whether payments for 
dsses are made or not the value of 
j€ protection afforded by any 
olicy diminishes in exact propor- 
.on to the decline of the purchasing 
ower of money. If a factory 
urns down when general prices 
ave doubled, an owner who in- 
ared for full value before the price 
dvance began will receive a money 
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sum, which, under the new condi- 
tions affords only half the protec- 
tion for which he actually paid. 
Today in Germany widows and 
orphans are starving even though 
in earlier years their natural pro- 
tectors made ample sacrifices to 
provide protection. Every decline 
in the purchasing power of money 
caused by inflation nibbles at the 
value of every insurance policy. 

In the field of business it is 
obvious that inability to insure on 
a basis of relatively complete cover- 
age, will diminish the willingness 
to take business risks. Some risks 
every individual has to face under 
any circumstances, but even in the 
field of life, health and accident in- 
surance, a threat to the stability of 
the purchasing power of money is 
bound to discourage the taking out 
of policies. Moreover, even though 
business be not hindered, any tend- 
ency to interfere with the full cover- 
age of risks through insurance 
threatens the preservation of capi- 
tal. Hence, destroying or weaken- 
ing confidence in insurance serves 
not only to lessen the willingness 
to assume the risks of business— 
which assumption is necessary to 
progress in production—but it also 
endangers the preservation of capi- 
tal which is already accumulated 
and applied to production. 


Would Endanger New Credit 
System 


There can hardly be any ques- 
tion that any successful “soft- 
money” scheme would seriously en- 
danger the new agricultural credit 
system. This new system, de- 
signed to meet the farmer’s need 
for intermediate credit, depends 
primarily for its success on the 
ability of the banks to sell their 
debentures. In other words the 
aims can be achieved only if in- 
vestors have enough confidence in 
the scheme to buy the bonds. The 
effect of inflationary money on the 
investment situation has been dis- 
cussed above. 
the development of a stable and suc- 
cessful agricultural credit system 
will therefore be stalwart opponents 
of an artificially cheapened money. 

As we survey the working of the 
economic system the conclusion is 
thus borne in upon us that, wher- 
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ever production is dependent upon 
“capital,” the producer is threat- 
ened by monetary inflation. The 
threat to the producer is a threat 
to the whole group, because, to be 
consumed, wealth must first be pro- 
duce. 


The Spring Meeting 


The Spring Meeting of the Exe- 
cutive Council of the American 
Bankers Association at the West- 
chester-Biltmore Country Club, 
Rye, N. Y., will open Monday 
April 23 and continue until Friday 
noon, the 27th. 

Monday and Tuesday will be de- 
voted to committee meetings. 

Wednesday, Thursday and Fri- 
day mornings will be devoted to 
Council meetings. 

Wednesday afternoon there will 
be an Educational Symposium and 
on Thursday afternoon there will 
be an Agricultural Symposium. 

From Chicago, it is expected 
that the special train carrying dele- 
gates to the council meeting will 
leave Saturday morning at 9:50, 
April 21, over the New York Cen- 
tral lines, and will arrive at Port 
Chester Sunday morning at 8:05 
o’clock. Reservations may be made 
for this train through Craig B. 
Hazlewood of the Union Trust 
Company, Chicago, Chairman of 
the Committee on Transportation. 

For those leaving New York 
City for Port Chester, some of the 
trains depart from Grand Central 
Station as follows: Saturday— 
1207; pom; 106<p. m.,-2 06 :p..m., 
3:27 p. m.; Sunday—9:18 a. m., 
10-06eas m., l:06%p. m:;-and. 2:17 
p. m. For other days of the week— 
7250 ae tel 2, nine 10 06;a5m., 
and 1:06 p.m. The average run- 
ning time to Port Chester from 
New York is one hour. 


The proposal that the Federal Re- — 
serve Banks should stabilize commodity 
prices by varying their rediscount rates, 
lowering the rates when prices fall to 
pull them up again, and raising the 
rates when prices rise to pull them down 
again, is thoroughly vicious and un- 
sound. It is, in the first place, econ- 
omically impossible. Rediscount rates 
are only a minor factor affecting prices. 
In the second place, any effort to apply 
this policy would at once make the Fed- 
eral Reserve Banks a football of politics. 
—Chase Bulletin. 
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Where Are Your City’s Trade Centers? 


ECENTLY the board of di- 
R rectors of a certain large 

bank was considering the re- 
moval of one of its branches to a 
different part of the city, and, pos- 
sibly, the establishment of an addi- 
tional branch. 

The question of the most desira- 
ble location was discussed at great 
length, but it seemed difficult to get 
any agreement of opinion among 
the different directors. Some 
wanted to go into the uptown re- 
tail district, others into the down- 
town wholesale centers, while still 
others advised a branch in the out- 
lying but rapidly developing manu- 
facturing section. 

The vice-president in charge of 
the present branch believed that the 
trend of business was away from 
his territory, while someone else 
read a memorandum prepared by 
the credit manager to the effect that 
the best trade centers were within 
a few blocks of the branch. There 
seemed to be as many different 
views as there were directors. 

Finally the chairman - stated, 
“Gentlemen, it is clear that we do 
not have sufficient information on 
which to base a decision. It would 
be mere guesswork for us to vote 
for a change at this time. I will 
attempt to have some real facts 
gathered in time for the next meet- 
ing. Until we have made a study 
of the situation so that we actually 
know what we are doing, the 
branch will stay where it is, for we 
are not running this bank on guess- 
work or flip-of-a-coin methods.” 

They selected one of the junior 
officers, who was an experienced 
credit investigator, to obtain the in- 
formation. It was decided to 
gather data regarding the geo- 
graphical center of each of the 
principal trades and industries in 
that city, the approximate number 
of concerns located within that dis- 
trict, and, if possible, the aggregate 
invested capital represented by 
them, or else their annual volume 
of business. 

The idea was to map out the city 
roughly into these various districts, 
indicating the streets bounding 
them on each side. Some trades, 
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of course, are quite scattered, but 
the majority are grouped surpris- 
ingly closely, and adapt themselves 
very well to this classification. 

The officer assigned to the work 
received a number of suggestions 
as to where this information could 
be procured already compiled, such 
as the chamber of commerce, prom- 
inent business men, etc. He spent 
the next two or three days calling 
on a dozen of such sources, for it 
seemed certain that some of these 
organizations had made such a sur- 
vey. The little data he was able 
to obtain, however, was not at all 
satisfactory, being prepared from 
viewpoints different from that of 
the bank, or it was incomplete or 
inaccurate. So far his time had 
been practically wasted. 

The data on trades and industries 
could not be found in that way, 
already prepared. The only other 
alternative was to compile it in 
laborious detail. That would cost 
money and time, but the final re- 
port would be worth something to 
the bank. If the bank could have 
obtained it for nothing, every other 
bank in the city could have done 
the same thing, and it would prob- 
ably be worth just what it cost— 
nothing. 

_ Most “new business lists’ pre- 
pared by outsiders, are subject to 
similar criticism. There are many 
bureaus that advertise such lists, 
at so much per thousand names, 
suitable for various lines of busi- 
ness, but most of them contain a 
large percentage of “dead” names. 

The -bank obtained the informa- 
tion, however, by making a sepa- 
rate, though very brief, study of 
each /“trade!..-.-Onemec tear tempest 
sources was a call on a trade asso- 
ciation. Another was a trade pub- 
lication, and the regular newspa- 
pers. The U. S. Census Reports 
contain much of this data, espe- 
cially regarding the number of man- 
ufacturing establishments in a cer- 
tain locality, the invested capital 
they represent, and the volume of 
their annual output. The Dun and 
Bradstreet rating books are, of 
course, valuable. 

The classification of trades se- 


646 


‘which exist throughout the 


lected would be different for each 
city, and no general list could ap- 
ply. The person making such a 
study might decide on thirty main 
headings, or again, he might find 
fifteen sufficient. An arrangement 
worked up for Des Moines would | 
be entirely unsuited for Dayton, or 
Buffalo. 

In connection with this study 
mention might be made of the value | 
of a bank’s diversifying its busi- 
ness, both as to its present and its 
prospective customers. The larger 
banks in this country have for. 
many years followed this principle, | 
and will constantly watch to see 
that they do not get too deeply into 
any one line of business (unless 
their’s is one of the few banks mak- | 
ing a specialty of one line). The 
wise banker may decide that he has 
enough accounts of concerns in the 
sugar business, and that he does 
not want the accounts of the vari-. 
ous new “finance companies,” but 
that there are names in the iron, 
steel and metal lines that he might | 
solicit. This is the same principle 
as that of spreading the risk by 
purchasing commercial paper rep-| 
resenting different commodities, 
and may be taken advantage of in 
a small bank as well as in a large | 
one. 


Prices Interdependent 


The advocates of government price- | 
fixing, says the National City Bank Re- 
view, apparently have little comprehen- 
sion of the complex system of prices 
business . 
world, and which adjusts production’ 
and consumption to each other. There’ 
is a far-reaching relationship of prices, 
an equilibrium of prices, which must, 
be maintained in order that the ex-_ 
changes may readily go on. These re-) 
lationships are changing all the time) 
with changes in supply and demand. 
If a grain crop is short the price of 
that product must go up in order to) 
throw the demand to some substitute, 
while if the crop is large the price must 
go down in order to stimulate con-| 
sumption. The markets are quick to_ 
respond to these influences. Producers 
know that their goods must move into 
consumption or they will be forced to 
curtail production. To fix a price above’ 
the figure at which goods will be taken 
for consumption is folly. I 
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“Ts It True That the Federal Reserve 2” 


Erroneous Ideas Relative the Organization and Operation of the 
Federal Reserve System Revealed by a Series of Eleven Questions 


Propounded by a Bureau of Information. 
to the Questions 


ing the organization and op- 


Bic misconception concern- 


eration of the Federal Re- 
serve System are revealed in a 
series of questions recently pro- 
pounded by a bureau of informa- 
tion in New York City in a letter 
addressed to the Federal Reserve 
Board at Washington. The actual 
organization and functioning of the 
System are clearly set forth in the 
frank and unequivocal answers 
made by the Board through its Act- 
ing Governor Edmund Platt under 
date of March 16. The questions 
are useful as revealing an attitude 
resultant of misunderstanding; the 
answers as a whole give a concise 
statement of the operation of a 
system under which even those un- 
friendly to it have profited through 


_ its protection to business: 


Captital Not Appropriated 


Question 1. “Is it true that the capital 


of the Federal Reserve, say $100,000,000, 


consists of money appropriated by law 


_ from the National Banks of the United 


Jaw from national banks. 


States on which they are allowed 6 per 
cent. interest, irrespective of the fact 
that this money may have been earning 
a higher rate of interest?” 


The paid-in capital stock of the 
Federal Reserve banks does not 
consist of money “‘appropriated”’ by 
At the 
time the Federal Reserve System 
was established every National 


Banking Association was required 
_by law to subscribe to the capital 


stock of the Federal Reserve Bank 
of its district in a sum equal to 6 
per cent. of its own paid-in capital 


Stock and surplus. 


One-half of this subscription was 
required to be paid in in gold or 


gold certificates and the remainder 


was subject to call by the Federal 
Reserve Board. The Federal Re- 
serve Board has not exercised the 
authority given to it in the Federal 
Reserve Act to call upon member 
banks to pay the additional 3 per 
cent. of their subscription to the 


| 
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The Board’s Answers 


Should Correct Some Popular Misconceptions 


capital stock of the Federal Re- 
serve Bank or any part thereof. 

National banks could have sur- 
rendered their national charters 
and incorporated under the laws 
of the states in which they were 
located, when the Federal Reserve 
System was being organized, and it 
cannot be said, therefore, that their 
subscriptions to the capital stock of 
the Federal Reserve Bank were “ap- 
propriated.” 

As a matter of fact, the National 
Bank Section of the American 
Bankers’ Association has always 
been a strong advocate of the Fed- 
eral Reserve System. It should 
also be noted that about one-third 
of the paid-in capital stock of the 
Federal Reserve Banks represents 
subscriptions by the state banks 
and trust companies, which have 
voluntarily joined the System. 

The amount of dividends paid to 
member banks is governed by Sec- 
tion 7 of the Federal Reserve Act 
which provides that “after al! the 
necessary expenses of a Federal 
Reserve Bank have been paid or 
provided for, the stockholders shall 
be entitled to receive an annual 
dividend of 6 per cent. on their 
paid-in capital stock, which divi- 
dend shall be cumulative.” 


Deposit of Reserves 


Question 2 “Ts it true that the national 
banks are compelled to deposit their 
reserves in the Federal Reserve Bank, 
and that this sum on the close of busi- 
ness, May 1, 1922, amounted to $1,806,- 
464,000 on which the Federal Reserve do 
not pay the national banks any interest 
whatever?” 


This statement is correct except 
that the date to which the amount 
relates is May 10, 1922, and the 
figure includes reserve deposits of 
state bank and trust company 
members as well as national banks. 

It will be recalled that prior to 
the establishment of the Federal 
Reserve System, national banks in 
central reserve cities were required 
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to carry a lawful money reserve in 
their own vaults equal to 25 per 
cent. of their net deposits; that 
banks in reserve cities were re- 
quired to carry a reserve of 25 per 
cent. against net deposits, of which 
12% per cent. had to consist of 
lawful money in vault while the 
balance of 121% per cent. might be 
kept on deposit with banks in cen- 
tral reserve cities ; and that country 
banks were required to carry a re- 
serve of 15 per cent. against net 
deposits, 6 per cent. of which had 
to be kept in lawful money in their 
own vaults while the balance of 9 
per cent. could be kept on deposit 
with banks in reserve or central 
reserve cities. Owing, however, to 
the scattered reserves the country 
banks found that in times of credit 
strain and financial panics, when 
they had urgent need for all their 
funds, their reserve balances with 
city correspondents were of little 
use to them as the city correspond- 
ents frequently were not in a posi- 
tion to meet withdrawals. 


' Scattered Reserves Mobolized 


The Federal Reserve Act provid- 
ed that these scattered reserves 
should be mobilized in the Federal 
Reserve banks, thus making them 
available for use at any time and 
in any section of the country. 
It also reduced the reserve re- 
quirements for banks in central 
reserve cities from 25 per cent. of 
net demand and time deposits to 
13 per cent. of net demand de- 
posits and 3 per cent. of time de- 
posits for banks in reserve cities, 
from 25 per cent. of net demand 
and time deposits, to 10 per cent. 
of net demand deposits and 3 per 
cent. of time deposits; and for 
country banks, i. e., banks out- 
side of central reserve and reserve 
cities, from 15 per cent. of net de- 
mand and time deposits to 7 per 
cent. of net demand and 3 per 
cent. of time deposits. It further 
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provides that all of the required 
reserves shall be maintained with 
the Federal Reserve Bank, leav- 
ing member banks to use their 
own discretion as to how much 
cash they need to carry their own 
vaults to meet over-the-counter 
payments. 


Reduced Requirements 


The reserve balances of national 
banks with the Federal Reserve 
Banks on September 15, 1922, plus 
their cash in vault amounted to only 
15.7 per cent. of net demand and 
time deposits for banks in central 
reserve cities, 10.6 per cent. for 
banks in reserve cities, and 8.5 per 
cent. for so-called country banks 
compared with percentages of 25, 
25, and 15 which they would have 
been required to carry under the 
provisions of the National Bank 
Act. As a matter of fact the cash 
carried in vault by country banks, 
i. e., the banks outside of reserve 
and central reserve cities, prior to 
the passage of the Federal Reserve 
Act usually ranged between 8 and 
8.5 per cent. of their net demand 
atid time deposits, whereas their 
total reserve with the Federal Re- 
serve Banks plus their cash in vault 
on September 15, 1922, was only 
about 8.5 per cent. of net demand 
and time deposits. 

It is apparent, therefore, that 
the reduced reserve requirements 
of the Federal Reserve Act have 
permitted member banks to loan 
out, at rates ranging from 4% 


per cent. to 10 per cent. depend-— 


ing upon their location, a sub- 
stantial proportion, if not all, of 
their funds which they formerly 
carried as reserves with approved 
reserve agents and upon which at 
best only about 2 per cent. inter- 
est could be obtained. 

In view of the rediscount facili- 
ties and note issuing power of 
Federal Reserve Banks and the 
ease with which member banks 
may obtain currency to meet their 
current requirements, the average 
amount of cash in the vault has 
declined for all banks from 
about 12.9 per cent. of deposit lia- 
_ bilities prior to the passage of the 
Federal Reserve Act to less than 
3 per cent. at the present time. 

If the Federal Reserve Banks 
were to pay interest on reserve bal- 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


ances of member banks it would 
necessitate their levying service 
charges for a large number of serv- 
ices which they are now perform- 
ing for member banks free of 
charge, and their going into the 
open market and competing ac- 
tively with member banks in the 
purchase of acceptances, municipal 
warrants, and U. S. securities. 


Gross Earnings 


Question 3. “Is it true that the gross 
earnings of the Federal Reserve Banks 
amounted to $102,380,583 for 1919; 
$181,297,338 for 1920; and $122,864,605 
for 1921?” 


The gross earnings of the Fed- 
eral Reserve Banks for the years 
1919, 1920, and 1921 are correctly 
stated in your question. In 1922, 
however, gross earnings amounted 
to only $50,490,739. In this con- 
nection it may be well to state that 
over 80 per cent. of the earnings 
of the Federal Reserve Banks in 
1920, the year in which they 
reached their peak, came from bills 
discounted for member banks. 

Federal Reserve Banks have no 
control over the amount of paper 
offered to them for discount and 
must, in accordance with Section 4 
of the Federal Reserve Act, extend 
to each member bank such dis- 
counts, advancements, and accom- 
modations as may be safely and 
reasonably made with due regard 
for the claims and demands of 
other member banks. 

As repeatedly stated in the 
Board’s annual reports the Federal 
Reserve Banks are not operated for 
profit but their discount policies are 
directed with a view to accom- 
modating the commercial, indus- 
trial, agricultural and livestock in- 
terests of the country in the manner 
and to the extent permitted by the 
Federal Reserve Act. It is evi- 
dent, therefore, that the amount 
which Federal Reserve Banks will 
earn in any given year is almost 
wholly dependent upon the volume 
of credit required by commerce 
and agriculture, as reflected in the 
demands for accommodation made 
upon Federal Reserve Banks by 
member banks. 


Distribution of Earnings 


Question 4. “Is it true that against 
these 1921: profits there was charged 
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$36,066,065 as expenses, including sal- 
aries, to over 10,000 employees ; $6,119,673 
for interest on capital; $1,251,675 for 
depreciation on bank premises ; $2,861,500 
for reserves against possible loss; $15,- 
993,086 for surplus account; and that 
finally only $59,974,466 remained for the 
Government as a Franchise Tax?” 


karnings of the Federal Reserve 
Banks for the calendar year 1921 
were distributed in the manner in- 
dicated in the fourth question con- 
tained in your letter. 


Dividends Paid 


Question 5. “Is it true that the only 
interest paid by the Federal Reserve on 
the approximate $2,000,000,000 capital 
and deposits, which they conscripted, is 
6 per cent. on the $103,165,000, repre- 
senting approximately three-tenths of | 
per cent. on the entire amount?” 


As already stated no part of the 
capital or deposits of the Federal 
Reserve Banks is conscripted froin 
member banks but is paid in by na- 
tional banks and by the state banks 
and Trust companies which have 
voluntarily joined the System. The 
Federal Reserve Banks pay 6 per. 
cent. dividends to member banks 
on their paid-in subscription to the 
capital stock of the reserve banks, 
but they are not required or per- 
mitted under the Federal Reserve 
Act to pay any interest on reserve 
balances. “33 


Question 6. “Is it true that the Federal 
Reserve have no other capital nor de- 
posits outside of what they receive from 
these Member Banks?” 


The entire capital stock of the 
Federal Reserve Banks is owned by 
member banks. ‘The deposits of 
the Federal Reserve Banks, how- 
ever, are made up of the reserve 
balances of member banks, deposits 
of the U. S. Government, and other 
deposits, consisting chiefly of clear- 
ing balances of non-member banks 
authorized by Section 13 of the 
Federal Reserve Act, of balances 
due foreign banks,.and of cashiers’ 
or officers’ checks issued by the re- 
serve banks themselves. 


The Progress Rate 


Question 7. “Is it true that the Federal 
Reserve System loaned this same money 
back to the banks again at rates which 
ranged from 6 per cent. to 87% per cent. 
per annum?” 


a 
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Rates charged by the Federal 
reserve banks on paper discounted 
for member banks during the war 
ranged between 3 per cent. and 4% 
per cent. on paper secured by obli- 
gations of the U. S. Government 
and between 3 per cent. and 5% 
per cent. on other eligible paper. 
Subsequent to the war the normal 
or basic rates of some of the Fed- 
eral reserve banks went as high as 
6 per cent. on paper secured by 
Government obligations and 7 per 
cent. on other discounts. In four 
Federal Reserve Districts—Atlanta, 
St. Louis, Kansas City, and Dal- 
las—graduated discount rates were 
put into effect, which under the 
provisions of section 14 of the Fed- 
eral Reserve Act were progressed 
on the basis of the amount of ad- 
vances and discount accommoda- 
tions extended to the borrowing 
bank. The Federal Reserve Banks 
in these four districts mentioned 
felt that if they were to comply 
with that part of section 4 of the 
Act, which provides that each Fed- 
eral Reserve Bank shall extend to 
each member bank such advance- 
ments and accommodations as may 
be safely and reasonably made with 
due regard to the claims and de- 
mands of other member banks, it 
would be necessary for them to dis- 
courage excessive borrowing on the 
part of over-extended banks, in or- 
der to take care of demands which 
might be made by member banks 
which were borrowing moderately 
or not at all. A complete discus- 
sion of the operations of these pro- 
gressive rates is contained in the 
Board’s reply of January 17, 1923 
to Senate Resolution S. 335, printed 
as Senate Document 291. 


Average Rates 


_ Question 8. “If not, what were the 
minimum, maximum, and average rates 
of interest at which time and call loans 
were made during 1919, 1920, and 1921?” 


Prior to the enactment of the 
March 4, 1923. amendment to the 
Federal. Reserve Act, which au- 
thorizes Federal Reserve Banks to 
discount or purchase bills of ex- 
change payable at sight or on de- 
mand which are drawn to finance 
the domestic shipment of non-per- 
ishable, readily marketable staple 
agricultural. products and are. se- 
cured by bills of lading or other 


3 


shipping documents, conveying or 
securing title to such staples, the 


Federal Reserve Act did not permit 


Federal Reserve Banks to discount 
or purchase any paper which did 
not have a _ definite maturity. 
Therefore the Federal - reserve 
banks did not discount any paper 
which could be classed as “call 
loans.” With regard to time loans, 
the minimum, maximum, and aver- 
age rates of discount charged on 
paper discounted with each Fed- 
eral ‘Reserve ‘Bank during 1919, 
1920 and 1921 are shown in the 
following table. 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


649 


has been so frequently demon- 
strated that it does not seem neces- 
sary to further comment on it in 
this letter, except possibly to point 
out that the larger proportion of 
the precipitate decline in prices 
which took place, occurred in 
1920, when the loans and cur- 
rency issues of the Federal Re- 
serve Banks were constantly in- 
creasing, a fact which clearly in- 
dicates that the volume of credit 
issued by the Federal Reserve 
Banks tends to lag behind, rather 
than to precede changes in prices. 
This tendency has again been 


Discount Rates Charged by Each Federal Reserve Bank during 1919, 1920 and 1921. 
1919 1920 : 1921 


Federa 

Reserve Maxi- Mini- Aver- Maxi- Mini- Aver- Maxi- Mini- Aver- 

Bank © mum mum age mum* mum age mum* mum age 
Boston 5 4 4.25 7 44 6.03 7 4y, 5.88 
New York 5 4 4.14 Zz 4% 5.97 7 4% 6.06 
Philadelphia 5 4 4.13 6 4, 5.44 6 4y 5.44 
Cleveland 534 4 4.24 6 4% 5.66 6% 5. 5.72 
Richmond 5% 4 4.32 6 4% 5.78 6 5 5.91 
Atlanta 5% 4 4.25 i 4% 5.97 7 5 6.05 
Chicago . 534 4 4.35 7 4% 6.32 7 5 6.29 
St. Louis 5% 4 4.26 6 4Yy% 5.98 6 5 5.90 
Minneapolis 5% 7 4.54 7 4y% 6.40 7 5Y% 6.35 
Kansas City 5i% 4 4.74 6 4t 6.65 6 5 6.14 
Dallas 5% 4 ' 4.46 6 4¥% 5.78 7 5 6.01 
San Francisco 534 4% 4.50 6 4% 5.82 6 5 5.79 

SYSTEM 5% 4 4.26 7 4% 6.02 7 4Y% 6.01 


Decline in Prices 


Question 9. “Is it true that during 
the ‘deflation’ period of from January, 
1920, to August, 1921, the price of Chi- 
cago corn dropped from $1.47 to 55 
cents; New. Orleans middling cotton 
from 40 cents to 12 cents; Chicago red 


Winter wheat #2 from $2.63 to $1.23; - 


and wool, Ohio grades, from $1.23 to 49 
cents; Chicago steers from $15.93 to 


$8.77; and Pennsylvania crude oil from 
$5.06 to $2.25?” 


The decline in the prices of 
corn, cotton, wheat, wool, steers, 
and oil, between January, 1920, and 
August, 1921 were substantially as 
given in this question. The infer- 
ence which apparently is intended 
to be drawn from these declining 
prices is that the responsibility 
therefor rests with the Federal Re- 
serve Board and the Federal Re- 
serve Banks. ‘That this is not true 


* During a part of 1920 and 1921 the Federal 
Reserve Banks of Atlanta, St. Louis, Kansas 
City and Dallas also had in effect progressive 
discount rates, the details of which are fully 
explained in Senate document No. 291. The 
average rates charged as shown in the above 
table are, however, based on the total discount 
charged at both normal and progressive rates. 

During 1920 the Federal Reserve. Banks of 
Philadelphia, Cleveland, and St. Louis also 
discounted at a rate of 7 per cent. $28,000, 
$759,000, and $40,000, respectively, of paper 
secured by War Finance Corporation bonds on 
which, under the provisions of the War Fi- 
nance Act, they were required to charge a 
rate of interest not less than 1 per cent. above 
the prevailing rate for eligible commercial 
paper of corresponding maturity. d 


borne out by the fact that during 
1922 practically the entire ad- 
vance in prices took place while 
Federal reserve loans were de- 
creasing. It is also a well-known 
fact that the sharp decline in 
prices was not confined to the 
United States but was manifest 
practically throughout the entire 
world, 


Philadelphia Building | 


Question 10. “Ts it true that the Phila- 
delphia Federal Reserve Bank purchased 
a building for $600,000, spent $1,099,638 
in remodelling, and then charged off to 
depreciation $1,166,848; that in a similar 
way the San Francisco Federal Resetve 
Bank paid $520,785 plus $232,895, and 
charged off $448,776 for depreciation ; 
that the St. Louis Federal Reserve Banik 
made an original building investment of 
$1,311,197, spent $560 in remodelling, 
and charged off $685,000 for deprecia- 
tion? jAlso that the New York Federal 
Reserve Bank (which it is estimated will 
cost over $17,000,000, including $1,106,000 
for architects’ and engineers’ fees alone) 
spent $4,797,882 for its site, $758,072 for 
building operations: up to Sept. 30, 1921, 
and then. immediately charged off to 
depreciation $1,841,618 2°” 


_ The figures quoted in this ques- 
tion are substantially correct as of 


September 30, 1921,.except that in 
the.case of the San Francisco Bank 
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the amount charged off on account 
of depreciation was $530,795. The 
$232,895 expended by the San 
Francisco Bank represented the 
cost of remodelling an old building 
for temporary use pending con- 
struction of permanent banking 
quarters. The figures for the St. 
Louis Bank represent the cost of 
land only, as building operations 
have not yet begun. 

There is enclosed herewith a 
press copy of the Board’s annual 
report covering operations for the 
year 1922, on page 20 of which 
you will find a table showing the 
volume of work handled by the Re- 
serve Banks in their principal de- 
partments during the past three 
years. It will be noted that, among 
other operations, the Federal Re- 
serve Banks received and counted 
nearly 3,500,000,000 pieces of cur- 
rency and coin during 1922, the 
substantial increase over prior years 
being due partly to their taking over 
the currency and coin functions 
heretofore performed by the sub- 
treasuries. The work handled in 
the other departments, as you will 
note, has also reached enormous 
proportions. If the Federal reserve 
banks are to continue to handle the 
large volume of operations which 
they have been during the past few 
years, it is apparent that they must 
have adequate banking quarters, 
and it is not believed that the fig- 
ures quoted by you are at all ex- 
cessive, bearing in mind the volume 
of work handled by the banks dur- 
ing recent years. 

With reference to depreciation 
charges, it is realized that in some 
cases during and after the war, 
when prices and values were chang- 
ing rapidly, the Boards of Direc- 
tors of the Federal Reserve Banks, 
in following out what was consid- 
ered a conservative banking policy, 
requested and obtained permission 
to write off depreciation allowances 
which resulted in reducing the book 
value of bank premises below act- 
ual value. This matter has been 
given careful consideration by the 
Federal Reserve Board, and the 
Board’s present policy is published 
on page 23 of its annual report for 
1922. 


Under Local Control 
Question 11. “Do you question the 


statement that the provision in the Fed- 
eral Reserve Act that ‘Any compensa- 
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tion that may be provided by boards of 
directors of Federal Reserve Banks for 
directors, officers, or employees, shall be 
subject to the approval of the Federal 
Reserve Board, means that the real 
government of the Federal Reserve 
System and its twelve Federal Reserve 
Banks and branches is in the absolute 
dictatorial control of the Federal Reserve 
Board at Washington ?” 

The Board believes that a mere 
reading of the Federal Reserve Act 
will convince any fair-minded per- 
son that the Federal Reserve banks 
and branches are under the control 
of the Boards of Directors of such 
banks, two-thirds of whom are 
elected by the member banks them- 
selves, and not under the absolute 
dictatorial control of the Federal 
Reserve Board. The Federal Re- 
serve Board is required by the Fed- 
eral Reserve Act to define eligible 
paper and to exercise general super- 
vision over the Federal Reserve 
Banks. The Act does not, however, 
authorize the Federal Reserve 
Board to interfere in any way with 
the internal operations of the Re- 
serve Banks, and the Board has no 
power to instruct a Reserve Bank as 
to what loans it shall or shall not 
make, so long as the loans made 
conform to the provisions of the 
Federal Reserve Act and the regu- 
lations of the Federal Reserve 
Board, all of which are made pub- 
lic.’ The Federal Reserve Act very 
wisely provides that each Federal 
Reserve Bank shall be governed by 
a Board consisting of nine direc- 
tors, of whom six are elected by 
and are representative of the mem- 
ber banks and three are appointed 
by the Federal Reserve Board. 


Election of Directors 


Three of the directors elected by 
the member banks, termed Class A 
directors, are chosen by and are 
representative of the stock holding 
member banks; the three others, 
termed Class B directors, are. also 
elected by the member banks and 
must at the time of their election 
be actively engaged in their district 
in commerce, agriculture, or some 
other industrial pursuit; the Class 
C directors, who are appointed by 
the Federal Reserve Board, must 
have been for at least two years 
residents in the district for which 
they are appointed and one of 
them, who is designated as Chair- 
man of the Board and Federal Re- 
serve Agent, must be a person of 
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tested banking experience. The 
directors of the Federal Reserve © 
Banks are men of outstanding abil- 
ity and achievement in their respec- 
tive districts and it cannot be pre- 
sumed for a moment that such men 
would be so derelict in their obli- 
gation to the public, placed upon 
them by the Federal Reserve Act, 
as to permit the Federal Reserve 
Board, should it so desire, to as- 
sume any dictatorial power over 
the banks. of which they are re- 
sponsible directors.) The Federal 
Reserve Board hasnever interfered 
with the operations of the Federal 
Reserve Banks, except to the extent 
that it is required to do so by the 
provisions of the Federal Reserve 
Act. ) The directors of the Federal 
Reserve Banks and branches ere not 
paid annual salaries but are allowed 
a reasonable fee for each meeting 
of the Board which they attend plus 
their actual and necessary travel- 
ing expenses. As a matter of fact 
the total amounts paid during 1922 
to the 228 directors of the Federal 


Reserve Banks and branches on ac- 


count of both fees and traveling 


“expenses amounted to only $146,- | 


084. 
Easy Credit! 


“It is also of the utmost im- 
portance that the country (Great 
Britain) as a whole and the agri- 
culture interests in particular should 
not be led to believe that in easily 
obtainable credit there lies a pana- 
cea for the ills from which agricul- 
ture suffers today. What is of vital 
importance is that agriculture should 
be made to pay. Credit alone can- 
not convert an unprofitable industry 
into a profitable one. Credit may 
enable an individual to make a cer- 
tain operation pay which might not 
otherwise pay, or might not other- 
wise be undertaken at all, and the 
price which the producer has to — 
pay for credit may just turn the 
scale towards profit or loss in his 
own case. Viewed in this way, 
credit may be an important factor 
in the cost of production in indi- 
vidual cases, but it is mainly in 
other directions that a solution 
must be sought of the difficult 
problem of how agriculture gener- 
ally can be made to pay.”—From 
the report of the Committee on 
Agricultural Credit presented to 
the British Parliament. 
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The Cattle Loan Banks 


By O. R. McGUIRE 


tlemen for the establishment 

of National Cattle Loan Banks 
subject to the supervision of 
the Comptroller of the Currency 
with inspectors of cattle to be regis- 
tered by the Secretary of Agricul- 
ture results in the act of March 4, 
1923, authorizing the organization 
of national agricultural credit cor- 
porations and brings up for con- 
sideration financial avenues of 
accommodation for cattlemen. 

One of the essential functions of 
any financial institution, or system, 
is the organization and distribution 
of credit. This is effected by step- 
ping in between the original parties, 
the borrowers on the one hand and 
the general investing public on the 
other, and placing the seal of ap- 
proval upon the business undertak- 
ing, hastening settlement of the 
debts involved, and assuming gen- 
eral responsibility for them. The 
acme of organization is reached 
when the paper offered the investing 
public is safe, profitable, and liquid. 
Under present economic conditions 
the presence or absence of the first 
and last named qualities determine 
not only the rate of interest the 
borrower must pay but the supply 
of credit as well. Necessarily, 
therefore, the question is whether 
the requirements of cattlemen were 
subserved by existing banking ma- 
chinery and whether the establish- 
ment of National Agricultural 
credit corporations will better sub- 
serve their needs. 

' Aside from the one or more 
cows maintained on farms of the 


Tittes demand of Western cat- 


ia 


United States to supply family milk 
needs, the cattle of the country may 
be divided into three general 
classes: (1) Feeder cattle; (2) 
Dairy cattle; and (3) Stocker cat- 
tle. The Corn Belt of the United 
States is the great source of demand 
for loans on feeder cattle and this 
demand only extends for a period 
of about six months during the 
winter season. The farmer buys in 
the stockyard centers ranch cattle 
for fattening with the object of ob- 
taining a better price for his corn 
by converting it into beef and of ob- 
taining the manure for his land. 
After he has fattened the cattle, 
they are re-shipped to the stock- 
yard centers and there sold to the 
butchers and packing houses. Ob- 
viously, loans on feeder cattle, be- 
ing of short duration, the security 
daily growing more valuable, being 
eligible for rediscount, are extremely 
popular and the competition therefor 
keeps the interest rates near the min- 
imum. It is admitted by all con- 
cerned that the supply of credit at 
reasonable interest rates was ade- 
quate for all of the legitimate needs 
of feeder cattlemen. 


Dairy cattle are maintained in 
considerable numbers throughout 
the United States while stock cattle 
are maintained principally in the 
great grazing sections of the West. 
Loans on either class of cattle lack 
the quality of being liquid; from the 
very nature of the business the 
loans cannot be repaid without sac- 
rificing the cattle, until the profits 
of the dairy, in the one case, or the 
growth of the herd, in the other 
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case, are sufficient for that purpose. 
Moreover, the size of the loans re- 
quired, especially in the case of the 
stock cattlemen, rendered National 
and Federal Land Banks unable to 
meet the situation. The dairyman 
was under the necessity of resorting 
to state institutions for any credit 
required in addition to the maxi- 
mum that could be granted by either 
the National or Federal Land Banks 
and sound banking principles made 
it necessary that the loan be fre- 
quently renewed. The result was 
that the dairyman felt he was in the 
power of the banker and that a re- 
newal of his note might be refused 
at any time. 

At the time of the enactment of 
the act of March 4, 1923, the insti- 
tutions catering to the requirements 
of the western stock cattlemen were 
either independent loan companies 
or loan companies affiliated with 
state or national banks, located prin- 
cipally in the packing centers of the 
country to which the cattlemen 
naturally gravitate in search of 
funds. The packing houses, whether 
from choice or necessity here imma- 
terial, either own outright or hold 
large interests in the cattle loan 
companies or control the banks with 
which such companies are affiliated. 
There is no legal limit on the amount 
of a loan that may be made by a 
cattle loan company and it was 
quite natural that officers of banking 
institutions confronted with press- 
ing and legitimate needs of cus- 
tomers and a legal restriction on the 
amount of a loan which rendered 
them unable to meet that need, 
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should hit upon some method to 
circumvent the obstacle. The 
method was the affiliated loan 
company with identical, or nearly 
identical, officers and the same 
stockholders. Bank examiners ex- 
perience difficulty in ascertaining 
the true condition of such banks 
and from an administrative stand- 
point it is better that the two insti- 
tutions be as distinct in fact as they 
are in law. 

However, if the examination pre- 
sented the only difficulty, the mat- 
ter might be passed over. As in the 
case of the dairyman, a loan to a 
stock cattleman is a frozen loan and 
this fact coupled with an unstand- 
ardized inspection of the cattle and 
the rascality of a few cattlemen had 
resulted: in a limitation on the sup- 
ply of available credit and in com- 
paratively high interest rates. The 
interest rates ran so high as to ser- 
iously diminish the cattleman’s mar- 
gin of profit with the consequence 
that the supply of feeder cattle for 
the Corn Belt farmer and the 
world’s supply of beef was steadily 
decreasing. 

Some of the western cattleman 
sought a correction of the existent 
conditions in the establishment of 
Cattle Loan Banks, or, as termed 
in the statute “national agricultural 
credit corporations.” The United 
States is not to advance any 
part of the funds for thé organiza- 
tion of the banks but is to permit 
their organization with a capitaliza- 
tion of not less than $250,000 each 
in which national banks subject to 
the approval of the comptroller of 
the currency may be interested to 
not exceed 10 per cent. of their un- 
impaired capital and surplus. The 
law follows quite closely the Na- 
tional Bank Act with amend- 
ments, and places the Cattle Loan 
Banks under the supervision of the 
Comptroller of the Currency. Pro- 
vision is also made for the organi- 
zation of rediscount banks with cap- 
italization of not less than one mil- 
lion dollars each. 


The limit on loans to any individ- 
ual or corporation, unless secured 
by warehouse receipts, is fixed at 
20 per cent. of the unimpaired capi- 
tal and surplus of the lending bank. 
If secured ‘by warehouse receipts 
the maximum is fixed at 50% of the 
unimpaired capital and. surplus. 
Interest rates must not exceed 
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the rates fixed by the state in which 
such bank is located. Except the 
rediscount corporation, the banks 
are required to deposit with the 
Federal Reserve Bank of the dis- 
trict in which they are -located 
United States Bonds aggregating 25 
per cent. of their capital and must 
keep on deposit such bonds of: at 
least 714 per cent. of the amount 
of their loans. These bonds are to 
be held in trust for the “equal and 
pro rata distribution and benefit of 
all holders of notes, debentures, 
drafts, bills of exchange, or accep- 
tances upon which such corporation 
may be directly or contingently 
liable.” 

The Comptroller of the Currency 
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New Headquarters 


Bowery Savings Bank Building, 110 Bast 

42d. St. to which the American Bankers’ 

Association will remove its headquarters 
about -<aApril 15 


{ 
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is required to take into considera- 
tion before granting permission to 
any Corporation to do business 
whether the laws of the state in 
which the bank is to be organized: 
“Afford adequate protection to ad- 
vances made upon the security of ware- 
house receipts covering agricultural com- 
modities or chattel mortgages upon live 
stock with respect to (a) bonding, li- 
censing, and inspection of warehouses; 
(b) recordation of chattel mortgages or 
deeds of trust on live stock; (c) recorda- 
tion of brands or other identifying marks 
on live stock; (d) reporting and record- 
ing interstate shipments and slaughter of 
live stock; and (e) right of mortgagee 
to release a portion of the mortgaged 
property without prejudice to the prior- 
ity of lien as against junior lienors or 
other creditors of the mortgagor.” 
The cattle loan companies main- 
tain experienced cattle inspectors 
who view the cattle before purchase, 
check up the statement of brands, 
and make inspections of the cattle 
at more or less frequent intervals 


during the life of the loan. So 


efficient has been their work that 
there have been within recent years 
very few losses. The new law 
provides that the Secretary of Agri- 
culture shall issue licenses to cattle 
inspectors and that the Cattle Loan ~ 
Banks must employ such inspectors, 
and none others, to inspect the cat- 
tle on which it proposes to make a 
loan. In other words, the National 
Agricultural Credit Corporations 
may not select any inspector its offi- 
cials may think efficient but must 
take an inspector who has demon- 
strated his fitness to an impartial 
examiner as the Secretary of Agri- 
culture. 

Also a third deputy comptroller 
is provided for the office of the 
comptroller of the Currency, who is 
to have direct supervision over the 
organization and supervision of 
these cattle loan banks. The ex- 
pense of administration and super- 
vision of so much of the act of 
March 4, 1923, as relates to the 
cattle loan banks is to be paid by 
said banks in approximately the 
Same manner as the expenses of the 
administration and supervision of 
the national bank act are paid. 


Inflation 

Credit should be available to finance 
expanding production, but when produc- 
tion has reached its limit credit expan-_ 
sion has reached the limit of its useful- 
ness also. The place to exercise the 
most effective control over inflation is 
it a beginning.—National City Bank of 
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To Forge Ahead In Farming 


By DR. CHARLES L. STEWART 


Bureau of Agricultural Economics, U. S. Dept. of Agriculture 


The Eéonomic Square Applied to Agriculture. 
Slacker Animals, Seeds, Machines and Helpers. 


Weeding Out of 
Make the First 


Part of Life Take Care of the Last Part. 


Ability to Save. 


F a man would forge ahead in 

farming, he must do two things. 

He must get two good legs and 

hit up a “pace” or “lick” that will 
win. 

The legs that help men get ahead 
in farming are, first, the power to 
produce, and second, the power to 
save. 


The Power to Produce 


A person who wants power to 
produce must understand the four 
sides of a very important figure. 
This we will call an “economic 
square,’ for, though the sides are 
not equal in dimension, they are 
equal in importance. What the city 
-man has in mind when he thinks of 
Receipts, Cost, Profits and Percent- 
age we will consider under the four 
terms: Output, Input, Surplus and 
Efficiency. 

This economic square must be ap- 
plied in one way to (1) the things 
and outside persons used by the 
farming family in its business en- 
terprise, and in another way to (2) 


, the members of the farming family 
' who naturally regard their bodies, 


brains and personalities as fields to 

cultivate, build up in fertility, and 
otherwise use for self, family, na- 
tion and God. We will regard the 
latter as “another story” and confine 
the use of the square now to the 
labor, land and capital items used 
by the farm family in its business 
enterprise. 


We will first apply the economic 
square to dairy cows, much the same 


__ kind of result would be obtained by 


using acres, implements, carloads of 
fertilizer, months and days of hired 
labor, fields of corn and cotton and 
other things used in production. 

In figure B are some truths that 
no practical farmer can overlook. 


These are: 


Differences 


in the 


How Long Do You Expect to Live? 


Better Farm Planning 


Upon the average practice of 
sound farm economics, and in- 
telligent planning, depends the 
prosperity of the community 
and of the community’s bank. 

If the average is high it 
makes for a high degree of 
prosperity in which the bank 
shares. 

In the accompanying article 
by Dr. Charles L. Stewart of the 
United States Bureau of Agri- 
cultural Economics—a discuss- 
ion of the economic fundament- 
als of farming—there is mate- 
rial likely to be useful in aiding 
the bank’s agricultural custom- 
ers to so plan their lives and 
work that some common mis- 
takes may be avoided and that 
more satisfactory working con- 
ditions may be attained. 


(1) Cows differ very widely in the 
value of their products. The four best 
cows in the Wisconsin competition aver- 
aged $205 while the four cows at the 
end of the list of 396 averaged but $81. 

(2) Cows with little output may con- 
sume more feed than those of high out- 
put. The least efficient four cows shown 
here actually ate $4 more per head than 
the four cows that were most efficient. 

(3) Whether cows are being kept as 
boarders or are helping pay their way is 
shown in the third column. Two were 
“eating their heads off.” The rest of the 
cows gave the user more output than 
sufficient to repay the input. Even those 
that show a surplus, however, may be so 
valuable for butchering or may be so 
highly priced by someone else that one 
cannot afford to buy or own them for 
the surplus he expects them to yield him 
in the few years the surplus may con- 
tinue. 

(4) When one wants to “sell” his feed 
in the form of dairy produce so as to 
get more for it, he will want to consider 
not merely the surplus the cow yields 
but the dairy output per pound or dol- 
lar’s worth of feed. It is important to 
note that the cow that stood highest in 
surplus stood fourth in efficiency. 


The person who wants power to 
produce must be a good judge of 
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animals and plants, machines and 
materials, acres and farms, and es- 
pecially helpers engaged to use all 
these things for him. ‘To weed out 
“slacker” cows, seeds, machines and 
hired hands is sometimes easier than 
to dispose of “slacker”? acres and 
fields which cannot be slaughtered 
or junked by the next buyer. How 
to handle these no-surplus acres, on 
which taxes have to be paid almost 
as high as one’s better land, is 
a hard problem. Only by most care- 
ful application of the Economic 
Square to all these problems can 
the farmer avoid buying and. hiring 
at too high figures, and keeping 
what does not pay. 

This brings us to the other leg 
on which one must step if he runs 
or climbs to success in farming. 


The Power to Save 


The power to spend savingly 
what one gets for being a surplus— 
making producer is even more im- 
portant. How families respond to 
the temptation to use up their sur- 
plus immediately is an important 
test in sorting out those who do 
more good from those who merely 
do some good. The family that 
saves money and goods ‘so as to 
spend the most in its “spending life- 
time” rather than the most in the 
immediate present is the one that 
gains control over business mater- 
ials, methods, and men. | This 
“spending lifetime’ of the family 
can be more simply regarded as that 
of the head of the family himself. 

By a man’s “spending lifetime” 
we mean the lifetime of his spend- 
ing. One’s parents may be said to 
be spending through him until he 
is around twenty years of age and 
he may be said to be spending 
through his dependents until his 
children have attained about that 
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age. Roughly speaking, one’s 
“spending lifetime” may be said to 
begin about twenty years before he 
is disabled in his ability to produce 
output and to run about the same 
length of time after. Few things 
so utterly unlike have ever been 
yoked together. ‘The period before 
disability is one of feasts and the 
period after disability is one of 
famines in the case of most spend- 
ers. “To make the first part of life 
take care of the last part, is the real 
job humans are up against.” 

Because spending after disability 
is so generally unprovided for, 
there is an especially high 
premium awaiting the 
person who gives it a 
proper place in his 
scheme of spending. The 
policy of selecting things 
to buy now so as to sup- 
port the largest “‘life- 
time’”’ spending is called 
saving. Saving is often 
thought of as refusal to 
spend. This, of course, 
isa false view. One can- 
not refuse to spend. If 
the buying power he has 
received is kept in the 
form of cash or of de- 
posit credits at the bank 
he has a valuable thing 
he has bought. He may 
sell some of these coins 
or bank credits in order 
to buy something else. 
If he buys more effec- 
tively producing bonds, 
lands, and tools now, and 
spends less on joy-riding, 
fine clothing and useless 
travel, he will have more to spend 
for the enjoyment of himself and 
dependents through the rest of his 
spending lifetime. Saving is, there- 
fore, the buying of goods that pro- 
mote future income. 

How widely people differ in their 
ability to save is suggested by the 
accompanying diagram. We _ see 
here that of farm tenants and oper- 
ating owners only a very few were 
distinguished by their ability to 
spend savingly. Here again, if we 
had enough information we could 
help much more clearly to trace the 
importance of saving to the far- 
mer, not only when in charge of a 
farm as its operator, but also when 
engaged as a farm hand or in other 
rural service. 
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Using Both Legs 


In walking or running one has 
his weight first on one leg and then 
on the other. It is sometimes neces- 
sary for a person to take turns in 
using the two legs we have des- 
cribed. One who wants to train 
himself to be the largest “‘lifetime”’ 
spender may do poorly not to use 
up some of his savings in taking a 
course in the agricultural college. 
Many a man buys land beyond his 
skill to use well and finds it a means 
of reducing his power to produce 
skillfully. Others build up power 


‘THE ECONOMIC SQUARE ——~ 
AND BALANCE 
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Poise or balance /s the economic goal 


Fig. A. Terminology Chart 


to produce skillfully forgetting that 
skill is a perishable property, often 
passing away before its owner. The 
wise estate builder wants skill in- 
side of him to match property out- 
side of him and property outside to 
match his “inside property.” “In- 
side property” can only serve one 
before he is disabled, but ‘outside 
property” can serve him both be- 
fore and after that fateful day. 
Good legs are not all that it 
takes to get ahead in the world. One 
must hit up a pace or lick that will 
put him forward as much as desired. 
The chances are even that any 
man you meet between the ages of 
20 and 40 will be dead in 30 or 40 
years. The following table shows 
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the length of life that one stands a | 
fifty-fifty chance to attain, if healthy. 


Age at last Age likely Years of 
Birthday to be Expectancy 
attained 

15 60 45 

20 62 40 

25 64 39 

30 . 65 35 

35 67 32 

40 68 28 

45 70 25 

50 71 21 

55 72 17 

60 74 14 

65 76 1} 

70 78 8 


Within a period of 20 or 30 years, 

_.., Which may be reduced 
by a few years of disa- 
bility before death, one 
must do the producing 
for his “spending life- 
time.” This is one of 
the most unyielding facts 
a man confronts in build- 
ing his life estate. 

In aiming toward farm 
ownership another hard - 
fact is that all cannot 
own the most valuable 
farms. ‘The accompany-. 
ing diagram shows in a 
rough way the percent- 
age of farms in each of 
nine “valuation grades.” 

It is certain that only 
a very small percentage 
of farmers can hope to 
own A-grade farms. Not 
only are A-grade farms 
bid up so as to increase 
in price as rapidly as 
farms in other grades, 
but the amounts that 
have to be paid in cash to pur- 
chase A-grade farms are usually so 
large as to put them beyond the 
reach of all but a very small per- 
centage of buyers. Often farmers 
undertake to buy farms beyond their 
means. This appears to have been 
the case particularly during the ill- 
starred land booms that occurred be- 
tween the end of the world war 
and the collapse of produce prices 
in 1920. Pa 

Since there is more satisfaction in 
being able 10 or 20 years from now 
to buy a farm of better grade than 
one has been saving up for and 
since any prospect of falling farm 
land prices is more than offset by 
the likelihood that one will fail to 
save up the $15,000 or $150,000 he 
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planned on saving, it is safer for the 
_ person who is selecting an amount 
to accumulate for farm purchase to 
set his stakes high. 


Adjusting One’s Lick 


To accumulate for the purchase 
of a $5,000 to $100,000 equity in 
any kind of farm one must get the 
benefit of compound interest. The 
following table shows the sum to 
which $100 each year will increase 
at compound interest in one to five 
decades at 6 and 8 per- 
cent. a year 

To accumulate $100,- 
000 in 50 years one must 
lay by $817 a year and 
keep it compounding at 
8 per cent. In 40 years 
of compounding at the 
tate of 6 per cent. one 
can accumulate $50,000 
by laying aside $305 a 
year. 

It is clear that consist- 
ent saving will do won- 
ders in enabling one to 

climb the asset ladder. 
It is equally important, 
_ however to note the great 
difference between 6 and 
8 per cent., especially 
after thirty years. One 
who is tempted to bor- 
row at high rates must 
recognize the fact that he 
is helping to build up 
the lender’s accumulation 
much more rapidly than 
when the rate is lower. 
Likewise, he will be 
slow to cut down his 
property in live stock, 
: implements, and working 
cash, the return on 
which he may keep as 
high as 25 or 30 per 
cent, a year. He will be especially 
slow to buy land valued so much be- 
yond its productive power that he 
gets but 2 to 4 per cent. a year as 
has been the case in many sections 
in the last 10 years. 


LATION 


Insuring One’s Lick 
_ Having selected the distance one 
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justed one’s stride so as to get there 
in half or two-third of the years one 
expects to live, there is still a final 
need. One must plan on the extra 
hardships which are likely to befall. 
One must “hedge” against the pecu- 
liar handicaps he may suffer. 

The first of these handicaps is the 
uncertainty of life. Power to pro- 
duce a surplus, power to spend 
savingly, good adjustment of one’s 
lick to the goal he hopes to reach are 
all perishable. The loss of mem- 
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equally sound place in one’s estate 
building. Insurance against mis- 
fortunes to one’s bodily powers and 
insurance against damage to his 
property from fire, windstorm and 
other hazards may be no more im- 
portant, however, than to find a way 
of imsuring his estate against a 
damaging change in the conditions 
affecting costs and prices. 

There are two ways to “hedge” 
against falling prices, rising costs 
and those especially dark times 
when both costs and pro- 
duce prices move against 
the farmer. 

One way to “hedge” 
against the years in 


Fercent of all Operators | 


| EB fercent of a// wealth accumulated § 


which the clamps of ad- 
versity catch the farmer 
is to hold some property 
back to support an emer- 
gency loan. This re- 
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Fig. D. How Farmers Differ in Saving 


bers of one’s family are blows from 
which his lifé estate may never re- 
cover. Insurance on the lives that 
are most essential to the family in- 
come is the chief resort to relieve 
such losses. Life insurance to an 
amount sufficient to pay off one’s 
full share of the family’s debts is 
certainly the least that can be af- 


serve may be held in the 
form of an equity, as, 
for instance, one may not 
cover more than a third 
of the value of his prop- 
erty by mortgage, leav- 
ing a margin of $20 or 
$50 an acre which might 
be borrowed on second 
mortgage in case of need. 
A better way is to keep 
a part, say 40 or more 
acres, of one’s land un- 
encumbered so that, if 
necessary, he can place 
a first mortgage loan on 
it to tide him over to 
better times. Resort to 
further borrowing even 
when falling prices make 

' loans harder to repay is 
sometimes jutified as a 
means of avoiding com- 
plete financial shipwreck. 
A more fundamental 
method of “hedging” against price 
and cost movements hurtful to farm 
profits is to have part of one’s as- 
sests in investments that are likely to 
be benefited by the same factors that 
hurt his farming interests. When 
farm products take the lead in a 
general fall of prices, a farmer may 


be particularly fortunate if he owns 
(1) sound bonds and mortgage 
notes payable to him; (2) stocks in 
public utility companies, such as 
railroads, warehouses, and other in- 
terests for which public bodies fix 


forded. Insurance on health and 
against disability may have an 
‘TABLE II. Compound Interest Table. One Hundred Dollars Per Annum 


Rate per annum Amount of Accumulation at the end of 
at which compounded various periods 


Wishes to cover in his farm econ- 
‘omic experience, and having ad- 


. 6% $1397 Sat $5390 $16415 srt rates that are revised only at long 
8% 1464 4942 12234 27978 61967 intervals; (3) policies and stocks in 
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OUTPUT INPUT 


Fig. 


companies insuring life and prop- 
erty; and (4) other “bear’’ proper- 
ties. These “bear” interests usually 
find a decrease in the prices of food 
and raw materials a source of re- 
duced costs and larger profits. 
Their volume of business can some- 
times shrink in nearly equal degree 
with their costs without reducing 
the values of their securities. If 
such properties fail to fall in value 
as much as the cost of living, and 
certainly if they rise somewhat in 
price, they can be considered as 
safety devices for the investor in 
farm lands and operations. In gen- 
eral, these properties are just as 
plainly “bear” as farming properties 
are “bull.” 

The saying that one should not 
have all of his eggs in one basket 
applies here. To be the most con- 
servative investor one should have 
half his income from “bull” baskets 
and the other half from “bear’’ bas- 


California Superintendent’s Ruling on Branches _ ae El 


FRANKLIN JOHNSON, 

State Superintendent of Banks 

* in California recently an- 

nounced two new rulings relative 

to the establishment of banks. They 
are as follows: 

“From and after this date no 
branch office shall be established by 
any bank in a city or locality other 
than that in which its principal place 
of business is located by the pur- 
chase of or consolidation or merger 
with another bank unless both banks 
shall have been open for business 
for at least three years prior to said 
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B. How Cows Differ in Value 


kets. The investing farmer who 
even takes a few steps toward the 
fifty-fifty plan helps to “give a 
chance” to the fellow in other lines 
than farming, in other stages of 
farm progress, and in other lines of 
farm production. By taking shares 
in a railroad or other public utility, 


VALUE OF REAL 
|ESTATE PER FARM 
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by lending to the government, other| 
farmers and other business men, and 
by carrying a good balance at the 
bank for other members of the com-_ 
munity to invest productively, one 
may approach the fifty-fifty basis. 
as closely as his banker’s judgment | 
will support. He will find his in-_ 

come from those sources and his, 

credit at the bank improved when} 
the times move against agriculture. 
He need not consider it unselfish on | 
his part to “give the other fellow 4 
chance.” He may not plunge 

through to wealth so rapidly when) 
the times favor producers nor 
plunge to despair so quickly when 
the consumers of some of. his| 
products get their inning. Helping 

the other side a little in the game 
is not merely good sportsman 
it is the law of stg k the best 

lifetime lick. i 


Fig. C. How Counties Differ in Average Value 


sale, consolidation or merger unless 
the superintendent of banks in his 
discretion shall find that the public 
convenience and advantage require 
it ; in the case of a national bank that 
has been converted into a State bank 
the time required herein shall be con- 
sidered as running from the date of 
the original organization of said na- 
tional bank. 
“From and after this date no 
branch shall be created in any lo- 


cality other than the city or locality , 
in which is located the :principal «: 


. appear desirable at. such time as) 


‘right to..operate branch offices or 


place of business except by purchase | 
of or consolidation or merger with | 
an existing bank in said city or lo- | 
cality unless the superintendent of | 
banks in his discretion shall find that | 
the public convenience and advant- | 
age require it. 

“The rules hereby enunciated will 
be taken up for further’ considera- | 
tion and for such changes as may 


there may be any change inthe) 
status of national banks as to their 


—— 


agencies :in the State of California.” 


Federal Reserve Bank Examinations 


By E. E. MOUNTJOY 


The Practice of State Departments Asking Reserve Banks to 
Conduct Examinations Which the Former Are not Equipped to 


Undertake Raises Various Questions. 
Meet the Requirements of the State Laws? 


| XAMINATIONS of the state 
| bank members of the Fed- 

eral Reserve System by the 
examining forces of the Federal 
Reserve Banks have been conducted 
during the last year to an extent 
not contemplated by the framers of 
‘the Federal Reserve Act. The act 
permits the Reserve Banks, in lieu 
of examinations by their own peo- 
ple, to accept reports made by the 
banking departments of the various 
states. The same law, however, 
gives to the Reserve Banks the right 
to make special examinations when 
such seem necessary and to assess 
the costs upon the banks examined. 
The law goes so far as to specify 


the purposes for which such special 


examinations shall be made; they 
shall be so conducted as to inform 
the Reserve Banks of the condition 
of their member banks and of the 
lines of credit being extended by 
them. 


Primarly for Reserve Banks 


This recitation of the purposes of 

such special examinations appar- 
ently leaves no doubt that examina- 
tions made by the Federal Reserve 
,Banks are intended primarily for 
‘the benefit of the Reserve Banks. 
Such advantages as accrue there- 
from to the banking departments 
in the states are not begrudged to 
them, but the practice has departed 
‘somewhat from the original pur- 
pose. ‘That it was intended to have 
a spirit of co-operation maintained 
between the two systems of banks 
none will deny. Co-operation 
‘should and does exist to the ex- 
tent that facts elicited by one super- 
-yisory body are made available to 
the other. The situation has been 
complicated, however, within the 
year by the banking  authori- 
ties in some of the states requesting 
the Federal Reserve Banks to assist 
in conducting examinations pre- 
scribed bv state laws. 


: 
{ 


The practice, in a greater or 
lesser degree, has been followed in 
a number of the reserve districts. 
It has been indulged in under what 
the Reserve Banks and the states 
as well are pleased to term co-oper- 
ation. ‘This has given rise to ser- 
ious consideration of the authority 
for such practice, of the advisabil- 
ity and the sufficiency of such ex- 
aminations, and the views upon the 
question of compensation are not 
harmonious. 


Does not Conform 


It is not likely that the banking 
department of a state would be 
satisfied with an ascertainment of 
the facts for which the law permits 
a Reserve Bank to make special ex- 
amination, 7. e. “to inform the 
Federal Reserve Bank of the condi- 
tion of its member banks and of the 
lines of credit being extended by 
them.” Is it the province of the 
Reserve Banks to make examina- 
tions to determine whether banks 
are conforming to the banking laws 
and regulations of the various 
states? That is the duty of the 
states. There is grave doubt that 
the law contemplated the use of the 
machinery of the Reserve Banks by 
the states to maintain a supervision 
over their systems of banks. 
Whether this is a proper function 
of the Reserve Banks is yet to be 
decided, but that it was not intended 
to be such seems to be pretty clear 
in the light of the definite provi- 
sion of the Reserve Act specifying 
the purposes for which examina- 
tions may be made by the Reserve 
Banks. 

Whether it is desirable that 
Federal Reserve Banks _ should 
make examinations for the state 
banking departments depends upon 
facts. Aside from the question of 
the strict legality of such work if a 
state finds that without outside as- 
sistance it cannot possibly make the 
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Do Federal Examinations 
Who Should Pay ? 


examinations prescribed by law it 
is desirable that it receive aid from 
some source, and it is equally de- 
sirable that the examiners be profi- 
cient. 


Question of Compensation 


It is said that in one instance a 
force of nearly one hundred people 
from one of the Reserve Banks was 
directed to assist a state in making 
an examination of some of its 
banks. It is no reflection on any 
one concerned to note here that the 
hasty gathering of a force of that 
many people from one bank, most 
of whom were not skilled exam- 
iners, could not produce the most 
satisfactory results. The work 
calls for a peculiar ability and for 
experience which cannot be ac- 
quired over-night. Such an exam- 
ination could not by any stretch of 
imagination measure up to the re- 
quirements. Strive as they would 
to meet the exactions of the law 
to the end that the banks themselves 
and their depositors might he 
served and protected, the examin- 
ation must somewhere fall short 
of producing the results which the 
laws of that state intended. There 
is no intimation that any laxity has 
crept into the conduct of banks in 
that or any other state, but it is 
clear that no state should permit 
such organization of its banks as 
to relax thorough exercise of its 
supervisory powers. 

Upon completion of the examin- 
ations in this particular instance 
there arose the question of com- 
pensation for the assistance ren- 
dered. There was advanced the 
view that the examinations were 
not independent ones, but rather 
in the nature of co-operation with 
the state; that they were helpful to 
the Reserve Bank as well and that 
it should not be compensated there- 
for. This conflicted with the posi- 


tion of those who adhere to the 
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language of the law, and the matter 
was thereupon referred to the 
Federal Reserve Board for deter- 
mination. It may be necessary to 
make a complete survey of the ac- 
tivities of all Reserve Banks and it 
is possible, too, that legislation will 
have to be resorted to. 

The matter has been discussed a 
number of times by the Federal 
Reserve Board. The Board feels 
that whatever costs are incurred 
in administration of the Reserve 
Banks shall not be unjustly assessed 
against any class of members. Na- 
tional banks contribute by far the 
larger portion of the expenses of 
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the Reserve System, and whatever 
the outcome of this controversy it 
is clear that the system should not 
be charged with the costs of ad- 
ministering the laws of any state. 

Assessing the costs of such ex- 
aminations presents some difficul- 
ties because of the different state 
laws governing the maintenance of 
their banking departments. How- 
ever, if all other suggestions are dis- 
approved, and it is decided that Re- 
serve Banks may make such exam- 
inations and may charge therefor, 
there is left the one simple plan of 
assessing upon the bank examined 
the expenses actually incurred. 


Put the Books to Work 


N antidote for that unrest 

and discontent which is one 

characteristic of the times is 
understanding. 

The men and women who are 
susceptible to the money schemes 
and socialistic schemes of the re- 
fined and of the two-fisted reform- 
ers are as a rule susceptible be- 
cause there is nothing in their 
scheme of reasoning, nor in their 
own experiences which reveals to 
them the error of the reformer. 

The men and women who are 
immune from the contagion of the 
reformer who is advocating things 
in the hope of ushering in a new 
prosperity are immune because they 
have knowledge of a few funda- 
mental principles. 

There are forces at work in the 
nation today which are a direct 
menace, not merely to general pros- 
perity but to the prosperity of 
every financial institution. Every 
gain in adherence made by lead- 
ers of false doctrines means a 
loss to business. Any work done 
by the banker and his staff to coun- 
teract and check the growth of 
false doctrines relating to the pro- 
duction and distribution of wealth 
may therefore be clearly considered 
as coming within the day’s work 
and as among the important and 
needful duties. 

More people will be rendered im- 
mune to false doctrines concerning 
money credit and related subjects 
if the bankers will take it upon 


themselves to see that the books on 
economics in their public libraries 
are brought to the attention of the 
public. 

Through the co-operation of the 
librarians and of the local press, al- 
ways to be had for the asking, the 
attention of the public may be di- 
rected to the importance to the in- 
dividual of broadening his under- 
standing of economics. Let him be 
plainly told that the spread of false 
theories regarding currency, capital, 
wages and employment, is some- 
thing that touches his own wealth, 
the value of his home, the value of 
the services he has to sell, and the 
value and safety of what he has in- 
vested. The publication of a list of 
books on economics will serve a 
useful purpose, but the service is 
enhanced if the list is read after an 
interest and a desire in the subject 
has been created. Every standard 
book on economics now in every 
public library should be in con- 
stant use. 

Uneducated intelligence is always 
a-lability. In the present state of 
the public mind lack of understand- 
ing of economic principles is an ex- 
treme liability. High prices for 
some things, discouragingly low 
prices for other things, heavy taxes 
and the ever-ascending plane of liv- 
ing, all have a tendency to make peo- 
ple of uneducated intelligence recep- 
tive to plausible but time-proven 
falsities in economics. 

As approved books on economics 
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are set in circulation men and 
women should become not only safe — 
from the danger of giving moral | 
support to unsound money schemes, 
but the readers, consciously and un- 
consciously, should become intelli- | 
gent advocates and defenders of 
sound principles. The informed 
man who participates in those cas- 
ual discussions in shop, factory or 
office where opinions are formed, 
often is far more useful than the | 
polished, platform expounder. 

Here is a piece of protective and 
preventive work worthy the atten- 
tion of someone or some committee 
of bankers in every community— 
preventive because it is sure to save | 
trouble hereafter, protective because 
it should be a factor in the protec- 
tion of the customer’s employment, 
his wages or business savings and 
deposits. In many instances Clear- 
ing House Associations have tak- 
en up this necessary work and the 
public has indicated a very marked 
favorable reaction. 

It is easy enough to direct the at- 
tention of the public once; what is 
needed is continued direction and 
continued attention. 
House plan provides for constant 
renewal of interest. 


The Clearing | 


German Pre-War Balance Claims | 


As a result of information com- 
ing to the headquarters of the 
American Bankers Association 
that many banks, which have filed 
claims with the State Department, 
Washington, for pre-war balances 
in German banks, have been solic- 
ited by attorneys to represent them 
in the prosecution of such claims on 
a contingent fee basis, the Associa- 
tion has made the announcement 
that there is no necessity for such 
employment by any bank. All 
claims of member banks, it is 
pointed out, have been put in the 
hands of an attorney by the Com- 
merce and Marine Commission of 
the American Bankers Association, 
by whom all their interests are safe- 
guarded. 


The common assumption, says the re- 
view of the First National Bank in St. 


‘Louis, that the highest degree of pros- 


perity is synonymous with the highest 
level of prices and wages is not war- 
ranted by the facts of industrial history. 


a 
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The Single Bank of Issue in Mexico 


By G. BUTLER SHERWELL 


(G, B. Sherwell, Washington, D. C.) 


Banking in Mexico During the Administration of General Diaz 
and Changes Brought About During the Revolutionary Periods. 
Disruption of the Banking System During the Carranza Admin- 


istration. 


HE, wealth of an individual, of a 
family, of a business enterprise, 
and of a nation is in direct func- 

tion with the amount of produc- 

tive work performed by each in excess 
of that which is essential to supply its 
needs. Such surplus of work, converted 
into wealth, is what constitutes the ac- 
cumulated wealth of a nation. The 
vicissitudes through which the Mexican 
Republic has been passing since 1910 
have so disrupted the economic structure 
of the country that it can hardly be 
stated that wealth is being accumulated 
in Mexico at present. ‘Three distinct 
types of population have characterized 
Mexico almost since its establishment as 
an independent nation. Labor, which 
constitutes the bulk of the population 
of that country, is to a large extent 
satisfied to produce just enough to make 
a bare day-to-day living. It is evident 
that this class is not a producer of ac- 
cumulated wealth, and conditions are 
not very likely to change until the de- 
sire is promoted among these people to 


live on higher standards, possibly by 


the introduction of selected immigration 
into the country. The middle classes 
live, as a rule, on wages which are 
limited to their necessities and produce 
little accumulated wealth. The third 
class, which comprises the merchant, the 
farmer, the manufacturer, etc., produces 
the bulk of Mexico’s accumulated wealth. 


Cause of Political Outbreak 


Among the several causes of economic * 


order which have been given as powerful 
elements accounting for the political out- 
break of 1910, the fact that the banking 


machinery of the country was in the 


hands of a privileged group of the 
latter class occupies a prominent place. 
In 1910, Mexico had a sound and strong 
banking machine, but it did not answer 
the credit necessities of the country in 
general. Its facilities were enjoyed to 
the largest extent by those directly con- 
nected with the banking institutions. 
Notwithstanding the improper services 
rendered and the inadequacy of these 
institutions to give the country the 
financial assistance required, which 
called for a thorough reform, the treat- 
ment received by them from the revo- 
lutionary factors cannot be viewed as 
favorable from any angle. The majority 
of the banking institutions forced to 
liquidate by the Carranza Government 
are entitled to a certain amount of com- 
pensation from the present government 
for damages caused by the seizure of 


' funds from the vaults of the banks and 


Monetary Changes. 


damages on account of illegal suspension 
of their activities. The establishment of 
the Carranza Government was marked 


Bank of Issue Plan 


by the total disintegration of the bank- 
ing machinery~of Mexico; -and-since-then 
considerable attention has been given in 
that country to the idea of organizing a 
single Bank of Issue. The Querétaro 
Convention took the initial steps-in that 
direction, but up to the closing of the 
Carranza administration the matter was 
still in suspense. Mexico had been left 
alone since then to solve its own banking 
problems and the result was that a 
considerable number of banking institu- 
tions of private character were organized 
throughout the country, which have been 
instrumental in giving a more or less 
efficient routine banking service. In- 
stitutions of this sort, with few ex- 
ceptions, have been well managed and 
their operations have been conducted 
in a sound 
contingent to general conditions, but 
their success has only been partial. The 
recent failure of one of the strongest 
privately owned institutions, the Banque 
Francaise de Mexique, together with 


six other banks, has demonstrated once’ 


more that it is imperative to reform 
the banking and economic situation of 
the country as soon as it is humanly 
possible and that the legislation of that 
country should give this matter pre- 
ferred consideration. 

Before the promulgation of the first 
banking law of Mexico on March 19, 
1897, there had been established in that 
country nine banks of issue, with total 
assets of 68,565,519 pesos. The most 
important of these were the Bank of 
London and Mexico, established in 1864 
as a branch of the Bank of London, 
Mexico and South America, and the 
National Bank of Mexico, which was 
established in 1884, These two banks 
opened their main offices in Mexico 
City and operated branches and agencies 
in the principal cities and towns of the 
interior. 

By the provisions of the law of 1897, 
which was the result of the study for 
the reorganization of the banking svstem 
made by the Secretary of the Treasury, 
Mr. José I. Limantour, banks and insti- 
tutions of credit were divided into three 
different classes, according to the par- 
ticular functions which they would be 
called upon to perform, as follows: (1) 
Banks of issue, which would issue bank 
notes, payable at par, on demand and to 
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and conservative manner, . 


Some Recent Banking Difficulties. 


bearer. The National Bank of Mexico, 
which before the banking reorganization 
had a practical monopoly of note issue, 
was left in an influential position as the 
center of the new system, but the new 
law encouraged the creation of a strong 
central bank of issue in every state. 
(2) Mortgage banks, which made loans 
on urban or rural property and issued 
interest bearing bonds, secured by the 
same guaranty. These bonds were re- 
deemable under certain regulations at 
given terms. The Mortgage Banks of 
Mexico were established on the European 
pattern. The difference between these 
banks and those of promotion was the 
term of their obligation. In the case 
of promotion banks the period was 
limited to two years under the law in 
reference, but in 1908 the limit was 
changed to three years. (3) The so- 
called “promotion banks,’ which ad- 
vanced funds to mining and agricultural 
enterprises, the security for such loans 
being the tools and machinery of the 
enterprises. Such banks were invested 
with the power of supervising closely the 
management of the enterprises, whose 
profits were remitted to the bank as they 
were realized. 


Thirty-two Banks Established 


Under the terms of the banking law 
there were established between 1897 and 
the year 1913, which marked the _ be- 
ginning of the disruption of the banking 
system of Mexico, a total of thirty-two 
banks of issue throughout the country. 
According to the reports of the Depart- 
ment of Finance in 1913, there were in 
existence twenty such banks, with total 
assets of $425,500,000. In the same year, 
there were four mortgage banks in oper- 
ation, with assets amounting to $43,762,- 
000. In 1897 only a single mortgage 
bank had been established with total 
assets of $4,857,000. At the end of the 
fiscal year 1913, six banks of promotion 
had been established with total assets 
amounting to $83,000,000. In addition 
to these institutions, there were also es- 
tablished in Mexico in the same period, 
two general banks of deposit, one irriga- 
tion and agricultural bank, six branches 
of foreign banks, several private bank- 
ing organizations and the Monte de 
Piedad, classed as a bank, but perform- 
ing operations of pawnshop' under 
Federal control. This institution had 
been established in 1774 by the Conde 
de Regla, under charter of Charles ITI, 
King of Spain. In certain periods be- 
fore the establishment of the banking 
law, this institution performed banking 
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functions, including the issue of notes. 

The new form of banking charter af- 
forded the opportunity for the creation 
of a central institution of a special char- 
acter, and the Central Bank was estab- 
lished in 1899. ‘This institution became 
a sort of clearing agent for the state 
banks and contributed a great deal to 
the banking development of the country 
by binding them together in effective 
co-operation. This institution was em- 
powered to rediscount for its member 
banks in case of need. 

According to the terms of the banking 
law of 1897, a bank of issue could not 
be established with a capital of less than 
500,000 pesos. This provision was 
amended in 1908, increasing the amount 
of capital required to 1,000,000 pesos. 
Banks could not be organized until the 
declared capital had been fully sub- 
scribed and at least 50 per cent. in cash 
paid in. The duration of new bank 


f 
| 
| 
| 
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charters was not to exceed thirty years 
from the date of enactment of the law 
for banks of issue, and fifty years for 
the other two classes of banking insti- 
tutions. The special privileges provided 
for in the law of 1897 consisted princi- 
pally of tax exemptions. These con- 
cessions gave rise to a rapid multiplica- 
tion of banks all over the country with 
the result that in 1905 it was found 
prudent to check their further extension. 
It was provided that no new charter for 
banks of issue would be granted until 
after December 31, 1909, and that the 
new charters issued after that date 
would not carry exemption from taxa- 
tion. This date was subsequently ex- 
tended to March 19, 1922. The law of 
1897 provided that the amounts of notes 
issued by the banks should not exceed 
three times the amount of their capital 
paid in, and a cash reserve of 50 per 
cent. should be held against notes and 
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deposits subject to withdrawal at not 
more than three days. It is pertinent 
to mention the fact that this - reserve 
was not to apply to deposits resulting 
from “loans in current account,” which 
are equivalent to an authority to draw 
against the bank for a certain sum at 
any time during a definite period. 
Bank notes were not legal tender. They 
were required to bear on their face 
the promise to pay on demand to the 
bearer the amount of the note. Bank 
notes were first lien on the assets of 
the bank under certain stipulations. The 
principal restrictions imposed upon the 
operation of the banks of issue by the 
law of 1897 were four: that the paper 
discounted should not run for more than 
six months; that it should be guaranteed 
by two responsible signatures unless col- 
lateral security was given; that no mort- 
gage operations were to be transacted 
unless in the case of property taken by 
reason of default; and that the cir- 
culating notes should not be pledged 
or a lien placed upon them. The in- 
spection of banks was in charge of local 
inspectors and a general inspector under 
the Secretary of the Treasury. 


System Disrupted 


The great system of Mexican banks, 
with total assets at the beginning of the 
revolution amounting to about 600,000,- 
000 pesos, solidly built up by a pros- 
perous existence of seventeen years, was 
almost totally disrupted during the first 
years of internal struggle in Mexico; 
its assets were wiped out,—due to cur- 
rency depreciation and legislation to 
force acceptance,—its reserves taken 
over by the government and finally de- 
clared insolvent during the Carranza 
regime in 1914. Since then, Mexico has 
been without banks, within the meaning 
of the law of 1897. 

Not only the banking structure of 
the country, but the monetary system 
also suffered in a parallel manner. 

According to the currency law of the 
Mexican Republic, dated March 25, 1905, 
which remained in force until the Car- 
ranza regime, the theoretical unit of the 
monetary system of that country 1s 
represented by 75 centigrams of pure 
gold. This unit is denominated a peso. 
The old duro or silver peso, which 
contains 24.4388 grams of pure silver, 
is declared to have a legal value equal 
to the said 75 centigrams of pure 
gold. 


(1) The Mexican peso is divided into 100 
cents, and the coins in use at present are 
the following denominations: 

Gold coins—20 pesos, 10 pesos, 5 pesos, 2% 
pesos, and 2 pesos. 

Silver coins—1 peso, 20 cents, 
and 10 cents. 

Nickel coins—5 cents. 

Bronze coins—5 cents, 2 cents, and 1 cent. 

According to the currency law above re- 
ferred to, the gold coins are composed of 
900 thousandths of fine gold and 100 thou- 
sandths of copper. The peso consists of 
9,027 ten-thousandths of pure silver, an 
973 ten-thousandths of copper. Its equivalent 
in American currency is $0.4985. The other 
silver coins are composed of 800 _ thous- 
andths of silver and 200 thousandths of 
copper. The bronze coins are composed of 
95 parts of copper, four of tin, and one of 
zinc. The nickel coins are made of com- 
mercially pure nickel. 
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Coinage 
The right of coining belongs ex- 
clusively to the government. Under 


ordinary conditions new silver coins are 
struck and issued in exchange for gold 
coin or bullion in the proportion of 
75 centigrams of pure gold per peso. 
This ruling ceases to bear effect when 
the bullion value of the silver coins 
is greater than their coinage value at the 
legal parity adopted. (2) 

A decree enacted on November 13, 
1918, modified the currency law of 1905. 
No change was made in the theoretical 
unit of the monetary system, but the 
old peso ceased to be. coined and was 
no longer to be considered as _ legal 
tender. The silver coins continued to 
be in denominations of 10, 20, and 50 
cents, 800 thousandths fine with 200 
thousandths copper. According to this 
decree, the law of March 25, 1905, was 
to continue in force with its additions 
and amendments, when not in conflict 
with the provisions of the decree of No- 
vember 13, 1918. A great scarcity of cir- 
culating medium has been felt in Mexico 
since early in 1918. Due to the increase in 
the price of silver in foreign markets, the 
silver coins of Mexico began to disappear 
from circulation. In order to meet the 
situation, the government authorized the 
issue of gold coins of a value of 2 and 
2.50 pesos. A decree enacted on No- 
vember 13, 1918, provided that the old 
l-peso pieces should not be used as coin, 
since they had practically disappeared 
from circulation. The same decree or- 
dered as substitution for the fractional 
circulating currency the coining of new 
silver pieces, as follows: One-piece coins, 
with a weight of 18 grams—1414 grams 
fine; 50 centavos, with a weight of 9,265 
grams—7,.25 grams fine; coin of 20 and 
10 centavos, with an amount of pure 
silver and a weight in proportion to the 
other pieces. 

In March, 1921, an order was issued 
by the government to the effect that 
no gold should leave Mexico without 
proper official authorization, and in order 
to further avoid the exportation of gold 
from the country in exchange for Ameri- 
can bills, a new decree was issued on 
June 6, 1921, prohibiting the circulation 
of foreign currencies. 

The vicissitudes through which Mexico 
has passed on account of the revo- 
lutionary paper money issues started in 
1913, when the government of General 
Huerta obliged the banks to issue to 
emit notes in amounts far superior to 
those authorized under the banking law 
of 1897 which was then in force. The 


(2) Gold coins and silver pesos are un- 
limited legal tender, but the other silver coins 
are legal tender only to an amount not 
exceeding 20 pesos in one single payment. 
Nickel and bronze coins are legal tender 
in amounts not exceeding 1 pesos in one 
and the same payment. Mexico was placed 
on a gold basis in 1916. The country now 
has only a metallic circulation, with gold 
as a basis and silver and bronze coins used 
as subsidiary currency. In 1895 there were 
13 mints in Mexico. This number was re- 
duced to four in 1904, due to the betterment 
in the facilities for transportation of the 
mineral from the mine to the mint. At 
the present time, there is only one mint in 
©peration in the Republic, which is located 
in Mexico City. 


circulation of these notes was made ob- 
ligatory, and the banks were not obliged 
to exchange them. The paper currency 
of the state banks was made legal 
tender throughout the Republic by a de- 
cree issued on January 7, 1914, subject 
to the following conditions : 


(1) The interested banks to conserve in 
their vaults the metallic reserves provided for 
in their concessions. 

(2) Creation of a special fund to be known 
as the ‘‘guarantee fund of the fiduciary cir- 
culation” to be established to guarantee re- 
demption of bills in coin, in case of any 
institutions being unable to meet their respon- 
sibilities. This fund to be formed by each 
bank paying in coin an annual assessment of 
three-fourths of 1 per cent. of its authorized 
emission of notes, up to $5,000,000; one-half 
of 1 per cent. of any amount exceeding 
$5,000,000, and less than $10,000,000; one- 
fourth of 1 per cent. for amounts more than 
$10,000,000, and less than $20,000,000; and 
one-eighth of 1_ per cent. for sums beyond 
that amount. Payments to be made in ad- 
vance during the first three business days of 
the months of January and July. 
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(3) The guarantee fund to be supervised by 
four unremunerated commissioners, two elected 
by the state banks, one by the clearing house 
ot the capital, and one by the department 
of finance. It is further stipulated that the 
guarantee fund shall be deposited as a special 
deposit with the national bank, or with any 
other banking institution designated by the 
Government finance department. 


Another decree was issued on the 
same date authorizing banks to issue 
notes in amounts three times the value 
of their cash on hand. The value of 
the notes issued by the state banks 
under the above stipulations decreased 
in value gradually, and the present quo- 
tations for these notes on the Mexico 
City Stock Exchange are either nominal 
or exceedingly low in comparison with ~ 
their face value. 


Revolutionary Paper 


The first revolutionary paper money 
was issued by the Carranza faction ac- 
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cording to the provisions of a decree 
dated April 26, 1913. This issue, known 
as the Monclova issue or “dos caritas,” 
was not to exceed 5,000,000 pesos, but in 
December of the same year it was found 
necessary to increase the amount by 20,- 
000,000 pesos, and in February of the 
following year the amount was raised 
again by 50,000,000. This last issue was 
called the constitutionalist issue. Upon 
the arrival of the Carranza army in 
Mexico City in August, 1914, it was found 
necessary to convert the prévious issues 
and to emit additional paper currency 
to meet the expenses of the campaign in 
the south. Therefore, on November 19, 
1914, authorization was given by the Car- 
ranza Government for a new issue of 
130,000,000 pesos. At that time the me- 
tallic currency in the country had disap- 
peared from circulation. Small pieces of 
cardboard were printed to take the place 
of small coins. In the north, under au- 
thorization of Carranza, other paper 
currencies were issued by several fac- 
tions, among which were notable those 


of Villa, Obregon, and Pablo Gonzalez. 
The printing of the different issues was 
poor and counterfeiting was common. 
At a certain period there were 22 kinds 
of paper currency in circulation, and it 
is estimated that the total amount of 
paper money issued during the first two 
periods of the Mexican revolution 
amounted to 671,954,221 pesos. The 
printing of the constitutionalist issues 
was continued in Vera Cruz while the 
Carranza Government was established 
there. The final issue of paper money 
was also authorized by the Carranza 
Government in Mexico City. This paper 
money was known as “infalsificables’’ 
(non-counterfeitable ). According to 
the decree authorizing this issue a me- 
tallic reserve was to be deposited with 
the treasury amounting to 20 cents Mexi- 
can for every infalsificable peso issued. 
The constitutionalist issues were ex- 
changed for infalsificables at a certain 
rate. All business transactions with 
paper money issued by the constitu- 
tionalist government were prohibited 
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under heavy penalities. Of this issue 
400,000,000 pesos were put in circulation. 
Their value as currency suffered a 
gradual depreciation, and upon the re- 
establishment of the country’s monetary 
system on a metallic basis in 1918, the 
redemption of the infalsificable issue was 
effected through the payment of railroad 
fares, freight charges, and import and 
export duties in that currency accord- 
ing to the terms of a government order. 
A decree effective March 1, 1920, pro- 
vided for a surtax of 10 per cent. on all 
imports and exports. This tax was to 
be met in Mexican gold or infalsificables 
at the rate of 1 peso to 10 centavos, 
The purpose of this decree was to with- 
draw from circulation the infalsificable 
issues. According to recent reports the 
infalsificable issue has supposedly been 
eliminated, but the decree is still in 
force. 


The Banco Nacional de México, up 
to 1912 still reported an advancement in 
its ramification throughout the country, 
in spite of the difficulties encountered 
on account of the revolution, and a 
dividend of 17 per cent. was declared in 
that year. But in the report of this 
bank for 1913 the direct action of the 
revolutionary elements upon the bank 
was manifested in the forced loan made 
to the Madero faction by the Chihuahua 
branch of the Banco Nacional in the 
amount of 547,060 pesos. Dividends 
were reduced in that year to 15 per cent. 
In the 1914 report, corresponding to the 
operations of the bank in 1913, the state- 
ment was made to the effect that cur- 
rency holdings had been reduced from 
47,250,000 pesos at the close of 1912 to 
36,400,000 at the end of 1913, after 
having fallen as low as 27,000,000 pesos 
in October. Government orders issued 
in October, 1913, declaring bank notes 
legal tender saved the currency fund 
from practical exhaustion. One-half of 
the number. of branches were closed 
during 1913, and payment of dividends 
has been suspended since. All other 
doméstic banking organizations suffered 
along parallel lines, the situation growing 
steadily worse. Exchange in New York 
had fallen in October to 10.36, and 
silver was exported from the country 
in considerable amounts, On October 1, 
a decree issued by the government of 
Huerta provided that the demonetization 
of silver coins was prohibited and the 
output of the mint was to be consider- 
ably increased. On November 5, 1913, 
the Huerta government issued a new 
decree declaring as unlimited legal tender: 
(a) the silver half-peso, (b) the notes 
of the Banco Nacional and the Banco 
de Londres, and (c) the notes of state 
banks, within their several respective 
states. The redemption of the notes of 
the Banco Nacional and the Banco de 
Londres was waived for one year, an 
the same applied to the state bank issues. 
The result of this decree was that silver 
and gold coins disappeared, either by 
hoarding or exporting, and in view of 
the scarcity of small currency, General 
Huerta, on November 19, 1913, au- 
thorized the issue of one and two peso 
notes. The key to the banking system 
of Mexico, the Banco Central, suffered 
a severe run towards the close of the 
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year and was obliged to redeem notes 
of banks which did not have on deposit 
sufficient amounts for their redemption. 
On December 22 a moratorium was de- 
clared to December 31, but further ex- 
tensions were decreed from time to time. 


’ The banks, under the protection of the 


» 


’ 


q 


moratorium, remained open, but to the 


Banco de Londres México was given the 


privilege of limiting cash payments. to 
200 pesos. On January 7, 1914, the state 
bank notes were made legal tender 
throughout the Republic, subject to the 
conditions as mentioned in the relative 
decree. Article 16 of the General Law 
of Institutions of Credit, relating to note 
issue limits, was amended to correspond 
with the concessions of the Banco 
Nacional, the Banco de Londres, and 
the Banco de Nuevo Leén, and made to 
read as follows: 


The issue of bank bills shall not exceed 
three times the paid-up captal stock, nor 
shall it together with deposits payable on 
demand or subject to withdrawal at not 
more than three days’ notice, exceed twice 
the holdings of the bank in cash and gold 
and silver bullion; nevertheless, the Depart- 
ment of Finance may authorize such banks 
as request it to increase their circulation up 
to three times their holdings. 


Financed Campaigns 


General Huerta applied to the banks 
for financial support to defray the ex- 
penses of the campaign in the north, 
and after a conference with the bankers 
with regard to a bond issue of £20,000,000, 
the first emission of 18,206,000 pesos, 
against which amount the government 
issued bank notes, was apportioned 
among several banks, the most important 
of which were the Banco Nacional de 
México, the Banco de Londres y México 
and the Banque de Paris et des Pays 
Bas, which were apportioned 4,496,500 
pesos, 3,000,000 pesos and 3,000,000 pesos, 
respectively. 

On the other hand, the Carranza fac- 

tion was making heavy demends on the 
banks in the territory controlled by it. 
According to the terms of circular No. 
8 of February 18, 1914, several branches 
of different banks were seized, among 
| which was that of the Banco Nacional 
at Nogales. The government of Huerta, 
after the loan of £20,000,000 had been 
refused by the Paris bankers, resorted 
to forcing the loan upon the domestic 
banks. A total amount of 63,655,758 
pesos in bonds was absorbed by these, 
and notes issued for a _ similar 
-amount. (3) 

Carranza arrived in Mexico City on 
August 1, 1915. His attitude towards 
the national banks had been revealed 
in the north through the seizure of 
branches and their property. In effect, 
a decree was enacted on September 15, 
(1916, granting the banking institutions 
a period of sixty days in which to ad- 


 |just their metallic reserves against notes, 


‘In conformity with the banking law. 
|The concessions of the banks were de- 
‘clared cancelled, and a “Consejo de In- 
cautacién” (Board of Sequestration) 
‘was appointed for every institution. 
Obviously, there. was no possibility of 
adjusting metallic reserves to note issues, 
‘Since no metal was in circulation (“In- 


| 
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falsificable” period) and the mint was 
closed. The banks raised protests, but 
their managers were taken into custody 
and the banks ceased to function. The 
Banco de Sonora was the only bank 
known to have partially saved its assets ; 
its cash holdings and portfolio were 
shipped across the border into the United 
States. The Carranza government pro- 
ceeded then to appropriate the cash 
holdings of the banks,—and on Decem- 
ber 14, 1916 a new decree was enacted 
declaring the banks in liquidation and 
authorizing them to receive checks and 
their own notes in payment of accounts 
receivable. These notes were to be 
accepted at par, but the banks were not 
allowed to carry in their statements their 
own notes at face value. On April 6, 
1917, a new law was enacted providing 
for special powers to be conferred upon 
the Secretary of the Treasury to liqui- 
date the banks, under the supervision 
of the President of the Republic, but 


_ subsequently this task was entrusted to 


the Comisién Monetaria, a Carranza 
institution, still in existence, which was 
established in the spring of 1916. The 
duties of this establishment, according 
to the framers of the project, were to 
collect, to keep and to administer the 
funds entrusted to it by the government 
in order to regulate and guarantee the 
domestic circulation; to act as agent of 
the general government for the issue 
and withdrawal of fiduciary currency, 
and to issue the subsidiary currency 
necessary for the circulation; to remit 
funds abroad as well as in the country ; 
to buy and sell drafts; to engage in 
transactions in specie and fiduciary cur- 
recy; in a general way, to carry out all 
banking transactions necessary or proper 
to its end. 


Left to Private Foreign Banks 


After the law of September 15, 1916, 
was enacted, private and foreign bank- 
ing institutions were left to transact the 
financial operations of the country. 
Several private firms were established in 
many cities of the Republic, forming 
a net of correspondents for the foreign 
and private banks in Mexico City. The 
foreign banks also have suffered during 
the periods of revolution, but so far no 
signs of retrenchment or abandonment 
of the field have been noticed. 

President Obregon issued a decree on 
January 31, 1921, establishing the condi- 
tions upon which the banks of the Re- 


(3) At the close of the Madero adminis- 
tration the banks of Mexico were demoralized, 
but their affairs were far from being on the 
verge of bankruptcy. On January 31, 1913, 
combined capital stock amounted to 173,000,- 
000 pesos. On the same date the next year, 
the combined capital had been reduced to 
154,225.000 pesos, due principally to 
of the Banco Central. The combined surplus 
was reduced by about 6,000,000 pesos. On 
the other hand, the amount of notes in cir- 
culation had increased from 131,847,341 pesos 
to 178,588,591 pesos, while cash reserves had 
fallen from 91,586,032 pesos to 80,228,893 pesos. 
Deposits fell from 170,838,133 pesos to 129,- 
894,923 pesos, and total assets from 1,126,- 
998,367 to 977,442,601. Five months later, 
on June 30, 1914, the total amount of de- 
posits had fallen to 108,196,912, cash re- 
serves amounted to 90,785,994 pesos, while 
circulation had risen to 231,315,689 pesos. 


losses 
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public might resume operations or be 
liquidated, depending upon their financial 
conditions. The following is a summary 
of this decree: 


Obregon’s Decree 


The legal representatives of the banks who 
desired to participate in the benefits of this 
decree had, within 30 days after the publica- 
tion thereof, to present to the Department 
of Hacienda a written request, accompanied 
by documents showing that according to the 
provisions of the commercial code, the council 
of administration of the bank was legally 
constituted, and that a manager had been 
appointed. 

The period of 30 days prescribed in the 
preceding article might be extended to 90 
days in the case of those banks of which 
the council of administration was not legally 
constituted. 

The banks in reference were classified as 
follows: (a) Those whose assets exceeded 
their liabilities by 10 per cent.;.(b) those 
whose assets exceeded their liabilities by less 
than 10 per cent.; (c) those whose assets 
would not cover their liabilities. 

Class (a) institutions might resume opera- 
tions in accordance with the terms of this 
decree. 

Class (b) institutions might resume opera- 
tions, but only in so far as might be necessary 
to collect their assets and to pay their liabili- 
ties in the terms of this decree. 

Class (c) institutions were to be delivered 
to the appropriate authorities for judicial liqui- 
dation, and the same procedure was to be 
followed with those institutions which did 
not take advantage of the benefits of articles 
2, 3, and 4 of the decree. 

The banks referred to in this decree were 
to comply with the terms of article 28 of 
the Federal Constitution and those of the 
General Law of Institutions of Credit and 
with the regulations of this decree. The old 
concessions respectively were not considered 
in force, even for operations initiated prior 
to May 1, 1917. 

Chapter 2 gives the procedure for the cal- 
culation of the assets and liabilities of the 
banks in classes (a) and (b), and chapter 3 
provides for the liquidation of the banks of 
class (c). 


Several of the banks have succeeded 
in securing authorization to resume 
operations. Among the most important 
is the Banco Nacional, which was re- 
opened for business on March 27, 
OPAL (GS) 


Decree ot 1921 


A law affecting all institutions of 
credit, domestic and foreign, operating 
in Mexico, was enacted by the Obregon 


(4) A list of the principal banks affected 
by the law of January 31, 1921 and the amount 
of paper money of each, respectively, which 
is believed to have been in circulation on 
the date mentioned, follows: 


Paper money 


Name of Bank in circulation 


Banco Nacional de Meéxico...... $32,571,969 
Banco de Londres y Meéxico.... 26,256,141 
iBancom demlCoahumilae..s.a ssa. oe 2,497,848 
Bancomdes irate me eee. det 3,124,540 
Banco del Estado de México.... 1,529,238 
Banco, dey Guanajiatoy =... os. des 3,284,892 
Bancoedes Guerrero) onc ass che ele 302,660 
Banco-der Hidalooy sta ees alent 874,438 
Bancoe degeyaliscGu cas wae ee 1,484,605 
Banco Minero de Chihuahua ...... 8,001,619 
Banco” de. Morelos) 0.5.0. Bc 0c. s 1,034,775 
Banco de Nuevo Leon:|:....2..-. 887,322 
Baneo de: Mazatlan =). avis sam ><. 675,700 
Banco Mercantil de Monterey 892,085 
Banco Mercantil de Veracruz - 1,776,405 
Banco .s.Oriental™ vi. semen wenn dessa 21,831,349 
Bancomsenisilares wane vcbionire mene 3,184,469 
Banco des Queretaro: wii toess ss 1,974,752 
Banco de San Luis Potosi........ 1,739,017 
Baricoudes@atmaulipasiincs.s sss et 5 2,326,212 
Banco des abasco.rss go. dances ck 889,945 
Bancorde Zacatecas Wawa s aes: 722,882 
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Government on: June 23, 1921, obliging 
them to conform with certain legal pro- 
visions for the protection of deposits. 
This is the only banking law in force 
at present in Mexico. The text follows: 


Article 1. Institutions of credit, branches 
of foreign banks and all persons or companies 
engaged in-~ banking transactions receiving 
deposits on sight or for a period not exceed- 
ing three days, even when this constitutes 
current accounts, are obliged to keep a metal- 
lic reserve in national or foreign gold coin, 
at the rate of seventy-five centigrams of pure 
gold per peso, to cover thirty-three per cent. 
of their deposits (5). : 

Article 2. The remaining sixty-seven per 
cent. of the deposits above mentioned will 
be used exclusively in the following transac- 
tions, which will apply throughout the republic 
in all cases: 

I. Loans or discounts, provided the date 
of maturity does not exceed six months, 
counting frem the date of the transaction, 
which shall be a commercial one. 

II. Credits in accounts current, subject to 
the provisions of the preceding fraction. 
Iif. Drafts payable in ninety days, 

at least two responsible signatures. 

1V. Deposits in other institutions of credit 
established in the republic. 

V. Shares, bonds of immediately negotiable 
paper, approved by the Treasury Department. 

Article 3. Deposits in foreign money of 
legal tender will be guaranteed in the form 
provided in the preceding articles. 

Article 4. The institutions referred to in 
the present decree shall be under the super- 
vision of the Treasury Department which 
shall exercise this function through inspectors, 
whose duties and powers are specified by 
articles 113, 114, 115,116, and 118 of the Law 
of March 19, 1897, and other corresponding 
regulatons. The expenses incurred by this 
inspection will be paid by the institutions. 

Article 5. The institutions, persons, or 
companies covered by the present decree will 
forward their balance sheets monthly to the 
Treasury Department, and the latter will have 
these published in the “Diario Oficial.” 


with 


Transitory Disposition 


Article 1. This decree will commence to be 
ong from the fifteenth day of next August, 


Capital of Proposed Banks 


The capital of the proposed bank of 
25 to 100 million pesos would seem ex- 
cessive for a bank of discount and issue. 
The President of the Banco Nacional 
de México is at present in Europe try- 
ing to obtain, on behalf of the Mexican 
Government, the necessary amount to 
complete the initial capital of the bank. 
It has not been made clear so far, how- 
ever, whether this gentleman is endeayor- 
ing to obtain a loan, the proceeds of 
which would be used to cover the gov- 
ernment’s share in the capital stock or 
whether he is endeavoring to interest 
financiers in subscribing for the 49 per 
cent. of the bank’s stock which is to be 
sold to the public. At any rate, recent 
reports disclose the fact that the mission 
has not met with success and that the 
next step would be to try the American 
market. The project does not specify 
whether the 49 per cent. of the stock is 
to be sold to Mexicans only, or to for- 
eigners as well, but since it has been re- 
ported that the Banque de Paris et des 
Pays Bas has become interested in the 
matter, it appears that the stock of the 
Banco de México is likely to fall in the 


(5) Due to the banking crisis of November 
1922, the Minister of Finance amended the 
above provision, advising the banks that 
until further notice a reserve of 50 per cent. 
should be kept against deposits, 
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hands of foreign capitalists. If such 
proves to be the case, it is difficult to un- 
derstand the reason which prompted the 
Mexican Government to endeavor to se- 
cure the bank’s capital in Continental 
Europe at a time when Europe has no 
funds to lend to foreign countries. On 
the other hand, much apprehension is 
felt as to whether the Government of 
Mexico will be successful in selling the 
stock of the bank either among Ameri- 
can or Mexican capitalists. The political 
influences which will undoubtedly affect 
the operations of the proposed institution 
and the clause of the project which pro- 
vides that the government will have the 
right to purchase the stock owned by the 
public will in all probability render the 
bank’s stock unattractive as an invest- 
ment. 


An Inelastic Currency 


The provision governing issuance of 
notes will render the notes of the bank 
unelastic and consequently the country 
will not be provided with an elastic cur- 
rency to meet the seasonal demands and 
the movements of trade. A _ situation 
similar to that prevailing in the Argen- 
tine Republic would then arise, where 
money is plentiful but does not circulate. 
The value of the currency paper in- 
creases and decreases according to the 
amount of gold held in the Conversion 
Office: 

It will undoubtedly be necessary to 
study the financial situation of Mexico 
in a conscientious and scientific manner 
in order to decide the type of banking 
system most adaptable to the needs of 
the country. Banking in Mexico is 
again in its infancy. ‘The banking law 
of 1897 was powerfully instrumental in 
reorganizing and developing banking in 
Mexico, creating a strong system of 
banks. Such a system does not exist 
any more. The occasion is, therefore, 
propitious for a new study of the finan- 
cial needs of the country, and for the 
establishment of a new banking organi- 
zation, based on the experience gained 
during the existence of the Limantour 
system. Taking into consideration the 
extension of the country, the variety of 
production in the different zones, the 
mining and agricultural resources which 
remain undeveloped due to lack of capi- 
tal and safety, the immediate need of 
restoring confidence in the credit insti- 
tutions, the necessity of reforming the 
monetary system of Mexico, creating an 
elastic currency, and many other rea- 
sons, it would seem that the establish- 
ment of a Federal Reserve System in 
that country, free from all political in- 
fluences, would bring about the restora- 
tion of credit in Mexico and the estab- 
lishment of a wholesome equilibrium be- 
tween all the nation’s regulating and 
producing elements. The subjects which 
such a study would entail will be those 
of co-operation, not dominant centrali- 
zation, between the banks already in ex- 
istence; protection of the credit system 
of the country against the domination 
of any group of foreign financial inter- 
ests, and against domestic political in- 
fluences; independence of the individual 
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banks, national or state, from the domi- 
nation of larger banks, providing for 
equal treatment with regard to discounts 
and rates te all banks, large and small; 
elasticity of credit and currency in terms 
of seasonal demands and also in accord- 
ance with movements of trade, with pre- 
tection against the evils of over-expan- 
sion; provisions for ‘an effective and 
efficient official banking supervision; pro- 
visions for the discounting of commer- 
cial paper of member banks to meet their 
demand for credit and currency; en- 
couragement by means of legislative 
measures of an acceptance and discount 
market and provision of better facilities | 
for the financing of foreign trade. 


Farmer Finances . 


The problem of financing the farmer | 
of Mexico is also of capital importance. 
The Caja de Préstamos para Obras de 
Irrigacion y Agricultura was the first | 
bank in Mexico engaged solely in agri- | 
cultural financing. This was also a Li- | 
mantour institution and its dramatic end, | 
disclosed the fact that its facilities had 
been enjoyed only by a limited and ex- | 
clusive circle. In October, 1922, a bill 
was introduced in the Chamber of Dep- | 
uties of Mexico providing for the crea- | 
tion of a system of Rural Banks, whose 
purpose would be to assist those engaged | 
in agricultural and kindred products. | 
The study of this problem could also be | 
made in conjunction with the commercial 
banking problem. 


Interest Rates High 
The recent banking crisis in Mexico | 
has seemed to demonstrate once more | 
the difficulty under which banking m-_ 
stitutions are laboring at present in that | 
country. Scarcity of gold for circula- | 
tion, depreciation of the silver currency, | 
absence of the rediscount facilities, un-— 
certain political situation, the lack of 
definite laws on property rights, lack of | 
banking laws to regulate transactions 
and lack of confidence on the part of the | 
public may be given as the principal. 
reasons accounting for the prevailing | 
conditions. Rates of interest at present. 
range from 1% per cent. to 3 per cent. | 
per month on_ short-term paper with) 
ample security. Discount of silver against | 
gold has been reported as high as 4 per 
cent. in July, 1922. The bulk of deposits | 
is held at present by privately owned | 
banking firms and branches of foreign 
banks. During the month of November, 
1922, several failures among the first | 
group of credit institutions above men- 
tioned were reported. Of considerable im- 
portance has been the suspension of pay- 
ments of the Banque Francaise du Mex- | 
ique, which took place on November 15, 
1922, since this institution was considered 
to be among the largest in the country . 
and operated branches in eight of the 
most important cities of Mexico. The 
principal reason for these failures has. 
been given as the difficulty of obtaining | 
currency within a short period of time, | 
due to the currency stringency which 
(Continued on page 690) 
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Deposit Guaranty in Washington 


By Howard H. Preston Ph. D 


System Broke down When the Weight of Several Bank Failures 
Gave An Assurance Which Did Not Protect. 
Effort to Pass a Law Making Participation of All State Banks Com- 
pulsory Failed of Enactment at Recent Session of the Legislature. 


Fell Upon It. 


EPOSIT guaranty in the 
State of Washington is ap- 
parently at an end. The 

failure of the largest bank in the 

system, the Scandinavian-American 

Bank of Seattle, on July 1, 1921, 

completely broke down the volun- 

tary plan that had been in existence 

for four years. An effort to pass a 

compulsory law in the session of 

the legislature which has just 
closed received little support. Be- 
tween 1908 and 1917 eight states, 

Kansas, ‘Texas, Ne- 


_braska, North Dakota, South Da- 


kota, Mississippi and Washington 


passed deposit guaranty laws; of 


_ these Washington is the first to vir- 


tually abandon the plan. The ex- 
perience of these states in the crisis 
eft 1920 has thrown considerable 
light upon the operation of deposit 
guaranty laws, revealing their ele- 
ments of strength and weakness. It 


is for the purpose of making avail- 
_able the experience of Washington 
_ that this article is presented. 


After Four Failures 


The Washington law was passed 


in 1917 following four state bank 


failures in Seattle, all of which oc- 


, curred between Jan. 18 and Jan. 


31. Popular indignation was 
aroused against the state banks and 
a demand was made that the legis- 
lature, then in session at Olympia, 
pass some form of remedial legisla- 
tion. A deposit guaranty bill was 
hurriedly drawn and passed, one 
of the chief sponsors of the bill be- 


ing the president of the bank, the 
failure of which later wrecked the 
_ System. 


The state bankers who were op- 
| posed to the passage of a guaranty 
law centered their attention upon 
_ defeating the compulsory provision 
of the original bill. They found 
that it would be impossible to pre- 
vent the passage of a guaranty law 


of some type. But, as one of their 
number remarked, they succeeded 
in “pulling its teeth.” 


The Fund 


The fund created by the law in 
1917 consisted of one-half of one 
per cent. of the average annual de- 
posits eligible to guaranty. The 
money was not withdrawn from the 
guaranteed banks but was simply 
charged to the guaranty fund on the 
books of the bank. In order to se- 
cure payment of assessments mem- 
ber banks were required to deposit 
securities in trust with the Guaranty 
Fund Board amounting to one per 
cent. of the bank’s eligible deposits. 

The guaranty fund was adminis- 
tered by a board consisting of the 
Governor and the state bank ex- 
aminer, ex-officio, and three mem- 
bers appointed by the Governor. 
The Scandinavian-American Bank 
was early admitted to the system, 
J. E. Chilberg, its president, then 
being a member of the Board. Sub- 
sequent events have shown that the 
bank was even then in an unsatis- 
factory condition and its adminis- 
tration not such as to warrant its 
having been taken into the fund. 

In the four years following the 
passage of the law no failures ac- 
curred among member banks. The 
report of the Bank Commissioner 
shows that the membership in the 
fund on Nov. 15, 1920, was 116 
banks and four branch banks, hav- 
ing aggregate resources of $90,917,- 
721. On the same date there were 
307 state banks and trust compan- 
ies with total resources of $235,- 
640,744. The latter figure, how- 
ever, included one large mutual sav- 
ings bank. Eligible deposits were 
approximately $65,000,000. With 
two outstanding exceptions the 
members of the system were 
relatively small banks, having 
deposits of less than $2,000,000. 
The Scandinavian-American Bank 
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of Seattle had total deposits 
Nov. 15, 1920 of $15,834,624 . 
and the Spokane and Eastern 


Trust Co. of Spokane had deposits 
of $11,399,486. The failure of 
either of these banks clearly threat- 
ened ruin to the entire system. 
This possibility was forseen by cer- 
tain of the bankers and was a rea- 
son for refusing to enter the sys- 
tem. 


Segregation of Savings 


The Bank Commissioner recom- 
mended certain changes in the law 
in his report to the 1921 legislature. 


‘One amendment was devised for 


the purpose of eliminating large 
risks. It provided for the creation 
of a special savings department, in 
such banks as so desired, the de- 
posits in which would not be in- 
cluded in the amount of deposits 
eligible for guaranty. To protect 
the savings depositors special re- 
stricted assets, conforming to the 
requirements for mutual savings 
banks, were to be segregated and 


held for this purpose. This was 
modelled upon the ‘Texas law, 
where interest bearing deposits 


are excluded from the operation of 
the guaranty law and the assets rep- 
resenting them are segregated and 
invested in restricted securities. 
Had this amendment passed, the 
Commissioner hoped to persuade 
the two largest banks to conform to 
this feature of the law and thereby 
more evenly distribute the risk. 
Although the above amendment 
was not adopted some important 
changes were made during the 1921 
session of the legislature. The 
guaranty fund, so-called, was in- 
creased to one per cent. of eligible 
deposits but remained merely a 
book transaction between the mem- 
ber bank and the Board. ‘The se- 
curities deposited under the provi- 
sions of the 1917 Jaw were returned 
to member banks. A second fund 
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was created known as the contin- 
gent fund, to be accumulated by an- 
nual assessments not to exceed one- 
tenth of one per cent. of average 
deposits in the member banks. Ac- 
tual cash payments of this amount 
were to be made to the Guaranty 
Fund Board. ‘The expenses of the 
Board,—a nominal amount, since 
no salaries are paid—were to be 
drawn from this fund. Income de- 
rived from the investment of the 
contingent fund was to accrue to 
the benefit thereof. It was hoped 
by the 1921 amendments to build up 
a more substantial fund than could 
be accumulated under the original 
law. It is clear, however, that at 
the rate of one-tenth of one per cent. 
per year, thirty years would be re- 
quired to accumulate a three per 
cent. fund if no losses occurred 
and if the income from investments 
equalled the expenses of the Board. 


Two Failures 


The Scandinavian-American Bank 
of Seattle was organized in 1892 
and had capital of $1,000,000 at the 
time of its failure. J. E. Chilberg, 
its president for several years prior 
to 1920, was interested in Alaskan 
mining projects and was probably 
best known as head of the Alaska 
Yukon Pacific Exposition in 1909. 
Under his administration the bank 
became over-expanded and_ espe- 
cially involved in havy loans to 
shipbuilding enterprises which col- 
lapsed when the war ended. 

Early in 1920, after it had be- 
come evident that the bank was in 
rather bad condition, a new admin- 
istration having the full confidence 
of banking and business interests 
was placed in control. This action 
was taken under the joint direction 
of the Federal Reserve Bank of 
San Francisco, of which the Scan- 
dinavian-American was a member, 
and the state banking department. 
An assessment of 100 per cent. was 
levied upon the stockholders, bring- 
ing in $1,000,000 in cash, the stock 
which was forfeited being sold to 
other stockholders. Meantime, in 
January, 1921, the Scandinavian- 
American Bank of Tacoma failed. 
This bank had formerly been closely 
affliated with the Seattle bank but 
was then under separate manage- 
ment. Nevertheless many deposit- 
ors regarded them as actually affil- 
iated and its failure accelerated the 
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withdrawal of deposits from the 
Scandinavian-American of Seattle. 
The adverse financial conditions 
prevailing and the general shrink- 
age of property values, placed the 
bank in a postion where it could no 
longer withstand the drain unaided. 
The bank utilized the rediscount 
facilities of the Federal Reserve 
Bank almost up to the limit of its 
available eligible paper, having re- 
discounts at the time of failure of 


$2,304,000. 
Assessments Levied 


A few days before it closed its 
doors the bank appealed to the 
clearing house for aid. A merger 
was proposed with three other 
banks of the city. The nex bank 
was to take over the assets and as- 
sume the liabilities of the Scandi- 
navian-American. If this had been 
done the state bank members of the 
guaranty fund and the other Seattle 
banks were to donate to the new 
bank 1 per cent. of their deposits 
($2,000,000 was the total amount 
to be raised) in order to help bear 
the burden of loss. Failure to ob- 
tain unanimous consent made it 
necessary to abandon the plan and 
place the bank in the hands of the 
state banking department. 

For some months following the 
closing of the bank an effort was 
made to save the guaranty fund by 
organizing a new bank, the stock- 
holders of which were to be the 120 
guaranty banks of the state. The 
plan involved postponement of part 
of their claims by the larger de- 
positors (over $100 each) and 
failed because of their unwillingness 
to accede. 

During the time when it seemed 
possible to effect some plan of re- 
organization the Guaranty Board 
postponed levying an assessment 
upon the member banks. On De- 
cember 7, 1921 almost immediately 
following the abandonment of the 
reorganization plan, an assessment 
of one-half of one per cent., the 
maximum amount which may be 
assessed per annum, was levied. At 
the same time, the member banks 
were asked to turn over the one per 
cent. already credited upon their 
own books, to the fund. That is, the 
banks were asked to pay in cash 
1% per cent. of their eligible de- 
posits. 

In many of the banks this amount 
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had not been charged against in- 
come in previous years so that it 
had to be withdrawn from the cur- 
rent year’s profits. In the typical 
bank, with deposits of approximate- 
ly ten times capital, this is equiva- 
lent’to about 15 per cent. upon the 
capital stock. -An officer of a bank 
with capital of $100,000 informed 
the writer that his bank paid $28- 
000 to the fund. The largest sol- 
vent bank in the system filed notice 
of withdrawal in March, 1921, sev- 
eral months before the failure of 
the Scandinavian-American. 


Modifications 


The 1917 law held a bank liable 
for losses which occurred one year 
after notice of withdrawal. The 
1921 amendments modified this sec- 
tion but the law as a whole did not 
contain any so-called “saving 
clause” which would hold the bank 
under the provisions of the former 
law if it refused to accede to the 
terms of the new law. It has re- 
fused to pay its assessments and 
was sustained in this by the lower 


court. Final decision by the State | 


Supreme Court has not yet been 
rendered. Approximately $153,000 


is involved in litigation upon this — 


point. 

Until this suit is finally settled the 
total amount paid into the fund can- 
not be determined. To date the 
fund has been responsible for pay- 
ing an 8 per cent. dividend upon 
guaranteed claims of $8,493,000 or 
approximately $680,000. This in- 
cluded a small balance from an as- 
sessment levied in 1920 to defray 
expenses of the Guaranty Fund 
Board and $43,000 from an assess- 
ment of one-tenth of 1 per cent. lev- 
ied June 9, 1921 for the contin- 
gent fund, as provided in the 1921 
amendment. 


Voluntary Withdrawals 


The 1921 law contains a section 
providing for voluntary withdrawal 
of member banks. Five banks filed 
notice of withdrawal before the 
levying of the contingent assess- 


ment on June 9, 1921. Three others _ 


withdrew between then and the 
failure of the Scandinavian-Ameri- 
can. During the period when reor- 
ganization of the Scandinavian- 
American seemed possible there 
there were numerous withdrawals 
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but a relatively large proportion of 
the banks backed the plan for a new 
bank and refrained from with- 
drawal. When that failed, there 
was a concerted movement to get 
out. By December 31, 1921, every 
bank in the system had withdrawn. 

The language of the section per- 
taining to withdrawal of member 
banks is ambiguous. It states in 
part that a withdrawing bank must 
pay “all assessments and obligations 
made against it for the benefit of the 
guaranty and contingent funds.” 
This applies to all banks during 
membership and for six months 
after filing notice of withdrawal. It 
is the opinion of some men who 
were instrumental in securing the 
passage of the law that it was the 
intent of the legislators to make 
member banks fully liable for losses 
due to failures occurring while they 
retained membership in the fund. 
The banking department, on the 
other hand, has held that a limited 
liability was certainly contemplated 
and that the issuing of warrants to 
depositors of a failed bank does 
not constitute an obligation against 
a member bank. Acting upon this 
interpretation, it has ruled that 
member banks cannot be held liable 
for further assessments. The de- 
‘positors organized and threatened 
to bring suit to test this section of 
the law but have abandoned the at- 
tempt. There is no reason there- 
fore to expect any further assess- 
ments. But if levied they would not 
even pay interest upon the unpaid 
portion of the outstanding warrants 
at the present time. 

The total deposits of the bank at 
the time of failure were $10,331,- 
138. This included public deposits 
secured by deposit of collateral or 
surety bonds, not included under 
the guaranty law. Guaranteed 
claims of $8,493,000 have been ap- 
proved. General claims amount- 
ing to $463,484 have also been ap- 
proved. Guaranteed deposits are 
paid through the guaranty fund 
while general claims are paid direct 
by the supervisor in charge of 
liquidating the bank and do not 
share in the receipts from the guar- 
| anty fund. General claimants, how- 
ever, share equally in the assets of 
the bank. It was contended that 
depositors had a prior lien on all the 
assets but in a test case the court 
held for the general claimants. 


Ja 
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Loss Undetermined 


Under the terms of the law war- 
rants should bear interest at the rate 
of five per cent. per annum from 
date until called. It was obvious 
that payment in full was impossible. 
To have treated these as public 
warrants and called some for pay- 
ment in full would have left nothing 
for other claimants equally entitled 
to consideration. In order to do 
justice to all depositors it was neces- 
sary to devise a special form of 
warrant which would make it pos- 
sible to pay each depositor equally 
and ratably. The Guaranty Board 
decided that the Fund should be 
treated like a bankrupt individual 
and passed a resolution to that ef- 
fect, reciting all the facts. No ex- 


ception has been taken to this rul-~ 


ing. Under date of Dec. 19, 1921, a 
letter was sent to depositors enclos- 
ing warrants for the full amount of 
the approved claims. There was al- 
so enclosed a check for twenty per 
cent. of the warrant. Subsequent 
disbursements to depositors have 
been paid as dividends on these war- 
rants. 

The ultimate loss to the deposi- 
tors of the bank cannot be deter- 
mined. Up to date dividends have 
been paid amounting to 50 per cent. 
upon the guaranteed deposits. Of 
this 42 per cent. has been derived 
from the assets of the defunct bank 
and 8 per cent. from the guaranty 
fund. Conservative estimates are 
that an additional 20 per cent. can 
be paid depositors, making a total 
of 70 per cent. or more. The liqui- 
dation appears to be expeditious 
and economical. Approximately 
half of the assets have been collect- 
ed. ‘The supervisor reports earn- 
ings of $349,514 to Jan. 31, 1923, 
and total expenses of $209,960, or a 
net balance of over $139,000. 


Right To Offset 


Of the litigation involved in set- 
tling up the affairs of the defunct 
bank two points have been raised 
which are of especial interest to 
Washington bankers, although they 
have no direct bearing upon the 
guaranty system. One question 
pertained to the superadded liability 
of stockholders and the other to the 
right of offset upon paper redis- 
counted with the Federal Reserve 
Bank. Stockholders refused to pay 
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their 100 per cent. assessment but 
the Supreme Court has held that 
bona fide stockholders at the time 
of the bank’s failure are subject to 
the superadded liability. The fact 
that they paid a 100 per cent. assess- 
ment in 1920 does not relieve them 
from payment at this time. 

The Federal Reserve Bank will 
not sustain any loss on the $2,304,- 
000 of rediscounted paper of the 
Scandinavian-American which it 
held at the time of the failure. Of 
this only $8,787 remained uncol- 
lected Dec. 19, 1921, when warrants 
were issued to depositors and a 
statement of the affairs of the bank 
made by the liquidating officers. 
Two firms whose paper had been re- 
discounted refused to pay in full on 
the ground that they were entitled 
to offset their deposit in the Scandi- 
navian-American against the note. 
This right they could clearly have 
exercised had the paper remained 
the property of the Scandinavian- 
American bank. In the Superior 
Court of King County it was held 
that the Federal Reserve Bank was 
entitled to collect the full amount of 
the note. Appeal was taken to the 
Supreme Court of the State where 
one case was dismissed for techni- 
cal reasons without a hearing and 
the other is still pending decision. 
Even if the Supreme Court should 
do the unexpected thing and reverse 
the lower court, the Federal Re- 
serve Bank is fully protected by col- 
lateral held in escrow to cover this 
paper. 

The failure of the Scandinavian- 
American Bank did not precipitate 
a panic among bank depositors in 
Seattle. All of the banks, state and 
national, were forced to pay out de- 
posits rather heavily, but in some 
cases without any net loss since 
many deposits were simply trans- 
ferred from one bank to another. 
State banks have suffered more 
heavily, however, than other 
financial institutions during the past 
two years. Including the failure 
of the two Scandinavian-American 
banks eleven state banks were closed 
in 1921 and four in 1922. Of these 
only the Scandinavian-American of 
Seattle was a member of the guar- 
anty fund when it failed. One 
other bank was closed temporarily 
about a week after it withdrew and 
two others subsequent to the ex- 
piration of the six months period 
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following withdrawal. The na- 
tional banks, on the other hand, 
have escaped without any failures. 
One bank was closed temporarily 
but has reopened. The result of 
this more favorable record has been 
a strong movement to nationalize 
state banks. Three state banks 
nationalized in 1921 and fourteen in 
1922. The larger commercial banks 
of Seattle and Tocoma are now all 
national banks. At present there is 
not a state bank member of the 
Clearing House Association of 
Seattle. 


Mislead by Name 


The deposits of the Scandinavian- 
American of Seattle were primarily 
savings accounts. Approximately 
21,000 depositors had claims against 
the institution when it failed. Many 
of them knew nothing of banking 
laws but assumed that the sign on 
a window stating that their deposits 
were guaranteed by the “Washing- 
ton bank depositors’ guaranty fund” 
assured them against any possible 
loss. A result of the failure was to 
send many depositors to the Postal 
Savings Bank where absolute safe- 
ty can be secured. During July, 
1921, deposits at the Seattle post 
office were increased $1,302,070. 
Postmaster Edgar Battle reported 
deposits of $3,089,640 at the Seattle 
office January 31, 1923. This gave 
Seattle fifth rank among all the 
cities of the United States, a posi- 
tion far higher than she should nor- 
mally hold. 


Competing with Banks 


Other savings institutions under 
state supervision, however, have 
gained deposits during the past 
two years. In 1915 Washington 
adopted a mutual savings bank 
law modelled on the New York law. 
There is only one mutual savings 
bank in Washington which has been 
in operation over a year. Its de- 
posits Nov. 15, 1920, were $12,468, - 
035 and Dec. 29, 1922, they were 
$19,716,368. A second mutual sav- 
ings bank was incorporated July 1, 
1922, and made a substantial growth 
during the first six months. On 
June 30, 1922, there were in the 
state 52 savings and loan associa- 
tions (this type of institution is 
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known in many .states as building 
and loan associations). Their mem- 
bership increased 265 per cent. dur- 
ing the previous year and the total 
assets of the associations increased 
from $23,950,000 to $29,701,000 
during the same period. None of 
the above institutions can have any 
effect upon commercial deposits but 
they are competing very severely 
with the banks for savings deposits. 


No Revision 


No revision of the banking code 
was made at the legislative session 
just closed. A bill was introduced 
to segregate investments of savings 
departments of commercial banks, 
modelled upon the California De- 
partment Bank Act. It was op- 
posed by the state bankers and 
failed of passage. A compulsory 
bank depositors guaranty law, 
(House Bill No. 83) drafted by 
the attorney for the depositors of 
the Scandinavian-American bank 
was also introduced. It received 
relatively little support and died in 
committee. The existing voluntary 
law was unchanged but it is now 
a dead letter and might as well be 
repealed. Owing to the heavy 
losses entailed by member banks 
in the recent experience a law to 
be effective must be compulsory. 
But the result of passing a com- 
pulsory law would be to drive many 
more banks into the national sys- 
tem. 

It is generally conceded even by 
the strongest opponents of deposit 
guaranty that the fact that deposits 
were guaranteed cannot be held re- 
sponsible for misfortunes of the 
Scandinavian-American Bank. 
Unquestionably its membership 
in the guaranty fund, added 
somewhat to its deposits by giv- 
ing the depositors a false sense of 
security: 


Immediate Causes 


The immediate cause of the fail- 
ure of the Seattle institution was 
the failure of the Scandinavian- 
American Bank of Tacoma. The im- 
mediate cause of the failure of the 
latter was an extravagant building 
project which has never been com- 
pleted. This bank it must be re- 
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called was never a member of the 
guaranty system. Fundamentally 
both failures were caused by bad 
banking. Lax supervision due to in- 
adequate appropriations for the sup- 
port of the banking department and 
also to politics in connection there- 
with, which extends back for years, 
account for the failure of the super- 
visorial authorities to root out the 
evil. 


One in Eleven 


It must be remembered also that 
although eleven state banks failed 
in 1921 only.one was a member of 
the guaranty system. Most of these 
were country banks. The same in- 
adequate supervision may be held in 


part responsible but a comparison — 


with statistics of bank failures in 
other states for 1921 shows that 
Washington did not suffer alone. 
In fact, the adverse economic con- 
ditions which prostrated the agri- 
cultural sections of the county has 
not been any more disastrous to the 
country banks of this state than 
those of its neighbors, none of 
which had guaranty laws. 


No Substitute 


The first lesson to be learned 
from the Washington experience is 
undoubtedly that deposit guaranty 
is no panacea against bad banking. 
The second is that it is no substitute 
for good banking laws rigidly and 
adequately enforced without fear or 
favor. In the third place it shows 
the danger of unscientific distribu- 
tion of risk through allowing such 
a large percentage of the guar- 
anteed deposits to be concentrated 
in a single institution. The Scandi- 
navian-American failure was the 
largest ever experienced in Wash- 
ington. The reserve accumulated 
was hopelessly inadequate to meet 
such a loss and its total loss would 
have been an almost intolerable 
burden for 120 small banks to bear. 


The guaranty principle is insurance 


and as such demands scientific dis- 
tribution of risk. If it be thought 
worth while to devise such a system 
in other states the number of mem- 
ber banks must be large and a feasi- 
ble plan of underwriting exception- 
ally large risks must be worked out. 


Bank Collection 


A bank in Utah received for col- 
lection a check on another bank in 
the same place and took in payment 

_ the drawee’s check for which it wm- 
mediately remitted. The drawee’s 
check was afterwards dishonored 
and the collecting bank asks return 
of its remittance. Opinion: Under 
the general rule which, in the ab- 
sence of special authority or cus- 
tom, requires a collecting bank to 
accept money only, the bank was 
negligent in accepting the drawee’s 
check and is not entitled to return 
of its remittance unless it can prove 
it was justified, by custom, im tak- 
ing the check in place of money. 
In the latter event, the question of 
right to return of remittance will 
depend upon whether it will be held 
(1) that, by remitting in advance, 
the bank closed the transaction and 
changed its relation from agent to 
debtor or (2) that the advance re- 
mittance was merely provisional 
and can be reclaimed as money re- 
mitted under mistake, without con- 
sideration where the recipient is not 
prejudiced. 


From Illinois: A Chicago corporation 
maintains an account with a bank in 
Salt Lake City, Utah, and they deposit 
in a Salt Lake City bank a check on 
| Bingham, Utah. The Salt Lake City 
bank sends the check for, collection to a 
bank in Bingham, not the bank upon 
which the check is drawn. The collect- 
ing bank in Bingham receives payment 
‘in bank draft on Boise. The collecting 
bank proceeds to collect the Boise bank 
_|draft and remits to Salt Lake City its 
exchange on another city in payment, 
which draft was paid in the regular 
course. Following this the draft of the 
payor bank drawn on Boise was re- 
- turned “insufficient funds.” Thereupon 
the collecting bank in Bingham called 
upon the Salt Lake City bank for re- 
imbursement and the Salt Lake City 
b iene calls upon the Chicago corporation 
| for reimbursement. On which party at 
a does the loss fall? Has the 

Chicago corporation a claim against its 
ES Lake City correspondent? 


Unless the correspondent bank 
'Z Bingham, Utah, which surren- 
dered the check to the bank in 
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Bingham upon which it was drawn 
and received the drawee’s check in- 
stead of money in payment there- 
of, had special authority or was 
justified by custom or usage in ac- 
cepting such check, instead of cash, 
it would be responsible for the loss 
and could not compel reimburse- 
ment for the money remitted. 

In a recent Federal Court deci- 
sion (Malloy v. Federal Reserve 
Bank, 281 Fed. 997) the rule is 
thus stated: 

“The authorities appear to be 
practically uniform in holding that, 
in the absence of any instruction 
or permission from the owner of 
the check, or any custom brought 
to the notice of the owner, to the 
contrary, the bank had no author- 
ity to accept or receive in payment 
of the check entrusted to it for col- 
lection anything other than money.” 

There are numerous cases, how- 
ever, where collecting banks have 
been justified, by custom, in taking 
the drawee bank’s check in place 
of money. For example in First 
National Bank of Memphis v. First 
National Bank of Clarendon, 134 
S. W. (Tex.) 831, it was held that, 
in accordance with custom, a bank 
to which a check is sent for collec- 
tion in the city in which the drawee 
bank is located may accept the 
drawee’s check or draft in payment 
and is not negligent in failing to 
demand payment in money. There 
are other decisions to the same ef- 
fect but none, so far as I know, 
by the Utah courts. 

Briefly stated without an ex- 
tended review of all the authorities, 
unless the collecting bank in Bing- 
ham can prove a custom or usage 
or special authority to take the 
drawee’s check in payment, the ac- 
ceptance of such check instead of 
money was in excess of its author- 
ity and constituted negligence, 
which would make it responsible 
for the loss caused by nonpayment 
of that check. 

But assuming it can so prove, 
then it would be in the position of 
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a collecting agent which has right- 
fully and without negligence ac- 
cepted the drawee’s check and this 
raises the further question whether, 
having remitted for same before 
collection, it thereby evinced an in- 
tention to make the check its own 
and change its relation from agent 
to debtor, so as to deprive it of the 
right of recalling the remittance 
when it discovered that the check 
taken in payment was dishonored. 

Had it not remitted for the 
check, there is little question but, 
on the assumption that it was jus- 
tified by custom in accepting such 
check, it would not be liable to the 
Salt Lake City bank in event of its 
nonpayment. It would still hold 
the relation of collecting agent who 
had, by authority of custom, taken 
the drawee’s check but who had 
been unable to collect same and 
there would be no negligence upon 
which it could be held liable. The 
question is whether the remitting 
in advance changed its status and 
made the check its own, so that it 
assumed the burden and risk of its 
payment. 

In a New York decision (Kirk- 
ham v. Bank of America, 165 N. 
Y. 132), a New York bank which 
had received from a depositor an 
indorsed draft on a western bank, 
presented the draft through agents 
and received in return, the drawee 
bank’s draft on another bank in 
New York. A custom was shown 
under which New York collecting 
banks received in payment of out- 
of-town paper, return exchange 
upon New York City which, in 
some instances, was the draft of 
the drawee itself. Immediately 
upon receipt of the drawee’s draft 
the New York bank notified its de- 
positor that the item had been paid 
and entered the amount in his pass- 
book as a cash item and as an 
amount on deposit to his credit. 
Two days later the New York bank 
presented the drawee’s draft for 
payment and it was dishonored. 
Twenty-one days later the New 
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York bank cancelled the credit. 
The Court of Appeals held that, 
under the facts, the New York 
bank must be deemed to have in- 
tended to treat the drawee’s draft 
as paid. In sending for the de- 
positor and making the credit entry 
in his pass-book it closed the trans- 
action of collection and charged it- 
self as debtor for the amount of the 
draft. By thus admitting the in- 
debtedness, it assumed all risks of 
collection of the drawee’s draft. 
Its action was conclusive evidence 
of an intention to change its status 
from that of a mere collecting 
agent to that of a debtor to its de- 
positor for the amount and it could 
not thereafter revoke the credit 
upon nonpayment of the drawee’s 
draft. 

I think it somewhat doubtful, 
however, whether the courts would 
hold that a collecting agent, which 
had rightfully by sanction of cus- 
tom taken a drawee’s draft in pay- 
ment, would be held to have 
evinced an intention to make that 
draft its own and to change its re- 
lation from collecting agent to 
debtor, simply by making remit- 
tance in advance of collection of 
the drawee’s draft. If its act in 
remitting caused its principal to 
change his position to his prejudice, 
then the collecting agent might be 
estopped from alleging nonpay- 
ment of the drawee’s draft and 


seeking reimbursement; but it 
would seem more equitable to con- 
clude that the agent, remitting 


money before it was collected and 
in the belief that the drawee’s 
draft would be paid, should have 
the right to reclaim the remittance 
upon nonpayment, where its prin- 
cipal was not prejudiced, on the 
theory that it had remitted money 
by mistake, without consideration. 
This is the view taken by me in an 
opinion published in the JouRNAL 
for August, 1911 at page ninety- 
four. (See Digest of Legal Opin- 
ions, paragraph 1160.) Until the 
courts settle this question more defi- 
nitely it must be regarded as some- 
what uncertain. 

To summarize : 

1. The Bingham collecting bank 
is responsible for this amount un- 
less it can prove a custom, binding 
on the owner, to take the drawee’s 
check in place of money. 

2. If it can so prove, the taking 


of such drawee’s check would not 
involve it in liability and the ques- 
tion is not clearly settled whether 
its remittance of the money before 
collection of the check, changed its 
relation from agent to debtor and 
made it assume the risk of non- 
payment. of the drawee’s check. 
3. Should it be held that the 
Bingham collecting bank was jus- 


tified, by custom, in taking the 


drawee’s check and was not bound 
by its remittance but had the right 
to reimbursement when that check 
was not paid, it would be entitled 
to reimbursement from the Salt 
Lake City bank and the latter 
would be entitled to re1mbursement 
from the Chicago corporation. 


Payment of Clearing Balance by 
Check Dishonored 


Where two banks in a town clear 
checks on each other and the debtor 
gives the creditor a draft on a cor- 
respondent, instead of cash, which 
draft is dishonored and the bank 
fails, the creditor bank has no pref- 
erence in the assets of the failed 
bank. 


From South Dakota: We received two 
drafts from the X National bank in 
our town which was for difference com- 
ing to us in clearings, and later we re- 
ceived telegrams stating that the drafts 
would not be paid. This was on De- 
cember 15 last. That same day the 
writer went over to. the X National 
bank and demanded our checks back 
which we gave them in our clearings 
and for which they gave us the drafts. 
They refused to surrender the checks 
which we gave them the day before and 
then the writer demanded the cash for 
the drafts which was refused. Of course 
I did not have the protested drafts with 
me at the time, but simply had the tele- 
grams which stated that the drafts would 
not be paid. The bank was open when I 
made the demand and doing business in 
the regular course, but they refused to 
give us back our checks and also refused 
to give us the money for the amount of 
their drafts which were refused pay- 
ment, 

The next day, December 16, the bank 
failed to open. Under these circum- 
stances would we not be entitled to a 
preferred claim to the amount of the 
drafts of the X National Bank which 
were refused payment by their corre- 
spondent, inasmuch as I went over and 
made the demand before the bank 
closed up and while they were still open 
and doing business? 


In this case, two banks in the 
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same town have cleared checks and 
instead of making settlement for 
the debtor balance in cash, the cred- 
itor bank has taken the debtor 
bank’s drafts on correspondents, 
which drafts have been dishonored. 

Upon the question whether the 
creditor bank is entitled to a pref- 
erence in payment from the assets 
of the insolvent debtor bank, it has 
been held in numerous cases that 
where a check or draft is drawn 
directly on a bank which fails, its 
own check or draft in payment is 
not a preferred claim because the 
bank has received nothing from an 
outside source by means of which 
its assets are augmented. It has 
simply transferred the amount 
from the account of the drawer of 
the check to another account, and 
this does not entitle the holder of 
its own dishonored check or draft 
to be preferred in its assets in the 
hands of the receiver. Midland 
Nat. Bank v. Brightwell, 148 Mo 
358, 49 S. W. 994; People v. Mer- 
chants and Mechanics Bank, 78 N. 
Y. 269. 

The fact that the creditor bank, 
upon telegraphic advice that the 
drafts would not be paid, demanded 
payment in cash or a return of the 
checks for which the drafts were 
given, while the debtor bank was 
still open and doing business, which 
demand was refused, does not, we 
think, entitle the creditor bank to 
a preference. 

It is possible, however, if the cred- 
itor bank could prove that at the 
time the exchange of checks was 
made, the officers of the debtor 
bank knew that it was hopelessly 
insolvent and that the drafts given 
therefor would not be paid, this 
would be such a fraud as would 
entitle the creditor bank to reclaim 
the checks for which the drafts 
were given. See Cragie v. Hadley, 
99 N. Y. 131 in which a depositor 
was held entitled to recover funds 
deposited under such circum 
stances. Even if these checks were 
recoverable, however, it is doubt- 
ful if they would be of any value 
to the creditor bank as recourse 
upon the parties to such checks has 
probably been lost by taking of the 
debtor’s draft instead of money in 
payment of the clearing balance. — 


al 


‘. 
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Liability of Community upon_ 


Accommodation Paper. 


Under the statutes of W ashing- 


‘ton relating to community prop- 
erty, if A signs or indorses a note 
and the community of B and wife 
are benefited thereby, both can be 


sued and judgment enforced 
against the community property; 
but if A is simply an accommoda- 
tion party and the community de- 
rives no benefit, A alone is liable 
thereon as to his separate property. 


From Washington: In the state of 
Washington, supposing we have two 
signers on the note “A” and “B” and 


the proceeds of the note were being 
used for the sole benefit of “A,” would 
the joint signer be regarded as a prin- 


cipal who was beneficially interested or 


would his position be that of an in- 


— 


dorser? According to our statutes, I 
understand that in the event of the 
maker of a note not being able to pay, 
an indorser needs merely to state that 
he is unable to pay the note as the prop- 
erty which he has is community prop- 
erty and that no payments could be re- 
ceived unless consented to by the wife 
of the indorser or until her death. 

Will you kindly inform us regarding 
the position of a joint signer although 
in fact he is not beneficially interested in 
the note, as compared to an indorser, 
and what our rights would be against 
either of them? 


Under the statutes of the State 
of Washington relating to “hus- 
band and wife,” property acquired 
after marriage by either husband 
or wife or both, with certain ex- 
ceptions, is community property. 
Rem. Comp. Stat. 1922, Sec. 6892. 
Under such statutes, if the husband 
obtains value and gives a note solely 
signed by him therefor and the com- 
munity of husband and wife de- 
tives a benefit from the transac- 
tion, both can be sued thereon and 
the community property subjected 
to payment of the judgment. Thus 
in Northern Bank & Trust Co. v. 
Coffin and Wife, 194 Pac. 404, 
the bank sued Coffin and wife upon 
a note executed by Coffin to the 


bank and the Supreme Court of 


Washington affirming a judgment 
in favor of plaintiff said:—‘“In 
view of our conclusion that the 
bank actually loaned appellant 
(Coffin) $2,000 for which he re- 


ceived credit and used such credit 


| 
} 
| 


| 


| 


by checking against it, such credit 
became clearly community prop- 
erty. What appellant did with the 
money so credited to him upon the 


- 
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books of the bank would in no 
manner change its community char- 
acter. The bank parted with $2,000 
to appellant. Collier received 
$2,000 from the appellant, not from 
the bank.” In this case, the defend- 
ants attempted to show that the 
note was given without considera- 
tion as matter of accommodation to 
Collier who ultimately got the 
money, but under the form of the 
transaction whereby instead of Col- 
lier getting the money directly from 
the bank, the bank loaned it to 
Coffin, the maker of the note who 
in turn, paid it over to Collier, the 
accommodated person, the court 
held, as shown above, that it was a 
loan to Coffin making the com- 
munity of husband and wife liable 
to the bank therefor. As said by 
the Supreme Court of Washington 
in McElroy v. Hooper, 126. Pac. 
925 :—“‘The husband has the man- 
agement of the community prop- 
erty. As the community profits by 
his good judgment, so it must bear 
the loss of his mistakes. It cannot 
accept the one and repudiate the 
other.” 

On the other hand, where the 
husband signs a note as surety or 
accommodation maker, and does 
not receive a consideration, the 
community cannot be held liable. 
In Kanters v. Kotick, 173 Pac. 329 
one Williams as principal and 
Kotick as surety executed a bond 
for $1,400. The bond was for the 
benefit of Williams and was not a 
community enterprise. In an action 
on the bond against Kotick and 
wife, judgment for defendants was 
affirmed and the Supreme Court of 
Washington said:—‘‘We_ cannot 
see how the gratuitous signing by 
the husband as a surety on a bond, 
it not being a community enter- 
prise, would bind the community.” 
So in J. I. Case Threshing Machine 
Co. v. Wiley, et al 154 Pac. 437 
where one D signed a note as surety 
for another and D and wife were in- 
cluded as defendants, the plain- 
tiff sought a deficiency judgment 
against the community of D and 
wife. But it was held that in the 
absence of a showing that D was to 
receive a consideration for his sig- 
nature, so as to create a benefit to 
the community property, a defi- 
ciency judgment against the com- 
munity would be declined. 

The above is preliminary to an 
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intelligent consideration of your 
question. You state the case where 
A and B are joint signers of a note, 
A deriving the sole benefit and B 
being accommodation maker or 
surety. You ask whether B would 
be regarded as beneficially interest- 
ed or would be in the position of 
an indorser whose signature you 
state, would not be binding upon 
the community property; you also 
ask as to the difference in lItability 
between a joint signer, not bene- 
ficially interested and an in«orser, 
as regards the enforceable rights 
of the holder of the note. 

Under the Negotiable Instru- 
ments Act of Washington, which 
is the same in this respect as the 
Uniform act in other states “an 
accommodation party is one who 
has signed the instrument as niaker, 
drawer, acceptor or indorser, with- 
out receiving value therefor, and 
for the purpose of lending his name 
to some other person. Such a per- 
son is liable on the instrument to a 
holder for value, notwithstanding 
such holder at the time of taking 
the instrument knew him to be only 
an accommodation party.” Rem. 
Comp. Stat. 1922 Sec. 3420. 

There is, under this, no distinc- 
tion between the liability to a holder 
for value of either accommodation 
maker or indorser; although under 
other sections of the law the maker 
is primarily liable and the indorser 
only secondarily liable on the in- 
strument and an extension of time 
of payment without consent of the 
accommodation party would release 
the accommodation indorser but not 
the accommodation maker, accord- 
ing to the decisions. Whether 
maker or indorser, therefore, an 
accommodation party is individu- 
ally liable upon his obligation and 
if he owns property aside from 
community property, it can be sub- 
jected to a judgment against him. 

But your inquiry evidently re- 
lates to the recourse solely upon the 
community property of B and wife 
by reason of B having signed as 
accommodation maker the note of 
A. If it can be proved that the 
community of B and wife derived 
no benefit from the transaction, it 
would not be enforceable against 
the community. As said by the Su- 
preme Court of Washington in 
Way v. Lyric Theater Co. e¢ al, 
140 Pac. 320 “the test is, was the 


672 


transaction carried on for the bene- 
fit of the community.” If so, the 
community is liable upon the note; 
otherwise not. See also Peter v. 
Hennen et al, 150 Pac. 611 where 
the court said: “If the community 
composed of W. H. Peter and wife 
was to be benefited by the acts of 
the husband in executing this note 

: the community is liable 
for the payment of the judgment 
entered upon the note, as it is a 
community debt.” 

I do not understand that there is 
any difference, so far as binding 
community property is concerned, 
between the case of a maker or an 
indorser. If in either case, the 
signature or indorsement of the 
husband is made in a transaction in 
which the community is to benefit, 
the community will be liable; if 
merely for accommodation, with- 
out consideration or benefit going 
to the community, the community 
property is not subject to a judg- 
ment upon the note. 


Chattel Mortgage of Live Stock 


Where a chattel mortgage of lve 
stock covers the increase of such 
stock it will, in a majority of juris- 
dictions, be enforced according to 
its terms and cover future as well 
as existing wmcrease; but in Ne- 
braska a chattel mortgage cover- 
ing increase, is not enforceable as 
to the increase, except, perhaps, 
where the mortgage 1s given during 
the period of gestation. 

From Nebraska: “Does a_ chattel 
mortgage in Nebraska or Kansas hold 
good increase of live stock when the 
chattel recites that it is the intention of 
the mortgagor to include the increase of 
all female live stock described in the 
chattel. Does that hold all increase dur- 
ing the life of the mortgage, or such 
time following the date of the mortgage 
as the period of gestation for such fe- 
male live stock or what is the status of 
such an agreement?” 

In a majority of jurisdictions a 
chattel mortgage of an animal 
which expressly covers the increase 
will be enforced according to its 
terms, (Alferitz v. Ingalls, 83 Fed. 
964; Hopkins Fine Stock Co. v. 
Reid, 106 Iowa 78; Cleveland v. 
Koch, 108 Mich. 514; Hamlin v. 
Moneley, 83 S. C. 516; Roper v. 
Scott, 16 Manitoba 594) and where 
increase is mentioned it will be con- 
strued as covering future increase 
and not merely increase in exist- 
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ence at the time of the mortgage. 
(Hopkins Fine Stock Co. v. Reid, 
106 Iowa 78, (where it was con- 
tended that a mortgage of mares 
and their increase did not cover the 
future increase but only the foals 
then in existence, and the court 
said: “Now, what impression or 
knowledge would he naturally get 
from this description? Would one 
suppose from reading it that the 
mortgage covered the animals de- 
scribed, and others,—neither kind 
or number mentioned,—that were 
in existence at time; or would he 
reasonably conclude that the mares 
and any addition or augmentation 
to their number they might there- 
after make, by giving birth to foals 
were intended to be included? It 
is not a question whether one can, 
by a refinement of reasoning, ex- 
tract a particular dubious meaning 
from the language used here, but 
rather, what is its plain common 
sense signification?” ) ; Thompson 
v. Anderson, 94 Iowa 554). And 
this is the rule in Kansas. (Holt 
v.. Lucas, 77 Kan. 710.908 eaes30% 
Corbin v. Kincaid, 33 Kan. 649). 
However, in Nebraska, it has been 
held that an express provision in a 
mortgage of domestic animals, as- 
suming to give the mortgagee a lien 
on the increase to be thereafter be- 
gotten, is nothing more than an 
agreement for a lien, which with- 
out possession, vests no legal right 
to, or interest in, such increase. 
(Battle. Creek (Valley te Bankeny: 
Madison First National Bank, 62 
Nebr. 825, 88 N. W. 145, where 
the court said: “Things which have 
neither an actual nor potential ex- 
istence are not the subject of sale 
or mortgage. A grant of 
them can not operate in praesenit. 
An instrument which assumes to 
convey or encumber a thing which 
has not even a potential existence 
must be regarded as a mere execu- 
tory contract. And whatever may 
be the status of these contracts in 
courts of equity where that is con- 
sidered done which ought to be 
done, it is well settled, both in this 
country and England, that they do 
not create any legal right to or 
interest in the thing to which they 
relate without, what is called by 
the old writers, ‘a new intervening 
act. The offspring of domestic 
animals, it is true, belong to the 
owner of the dam; but a 
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chattel mortgage in this state does 
not transfer title to the mortgagee; 
: it only creates a lien, and 
consequently the young of mort- 
gaged animals, when brought forth, 
belong to the mortgagor. The case 
of a mortgage given during gesta- 
tion may, perhaps, constitute an ex- 
ception to the rule, but this we do 
not decide. This view of 
the matter is, we know, opposed to 
the rule laid down by Jones and 
Herman (Jones, Chattel Mort- 
gages, sec. 149; Herman, Chattel 
Mortgages, sec. 44), but it is fully 
supported by a very lucid and 
logical opinion recently handed 
down by the Supreme Court of 
California, Shoobert v. DeMotta, 
LZ *Galez tone 


Protest of Check Presented After 
Banking Hours 


Under the Negotiable Instru- 
ments Act, presentment of a check 
drawn against sufficient funds must 
be made during banking hours and 
a check presented after close of 
banking hours and refused pay-- 
ment is not properly protestable. 
The drawer of the check therefore 
is not liable for the protest fee but 
rather the collecting bank which 
authorizes the invalid protest. 


From North Carolina :—We would like 
your opinion as to whether or not a bank 
has the right to protest a negotiable in- 
strument payable say, March 17, at our 
bank and presented by another bank at 
5:15 P. M. the same day and protested 
for nonpayment. 

We had a customer who informed our 
bookkeeping department to pay such an 
item when presented, and as_ stated 
above, the item was presented at 5.15 
and, as the officers of the bank did not 
know of the instructions given the book- 
keeping department (no one in the bank 
at this time except officers), we natu- 
rally refused to pay the item. Our cus- 
tomer does not think he should pay the 
protest fee and the collecting bank thinks 
they should not pay. 


The Negotiable Instruments Act _ 
provides :-— 

“Sec. 75. Where the instrument 
is payable at a bank, presentment 
for payment must be made during 
banking hours, unless the person 
to make payment has no funds 
there to meet it at any time during 
the day, in which case presentment 
at any hour before the bank is 
closed on that day is sufficient.” 
(No. 2224 North Carolina). 
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In this case, the presentment was 
not made until after banking hours 
_ during which the general business 
of deposit and payment of checks 
is conducted, because all the book- 
keepers had gone home. ‘There 
_ was, therefore, no due presentment 
of the check which would justify 
a protest and your customer is not 
responsible for the protest fee. 
The collecting bank which author- 
ized or instructed a protest under 
such circumstances, would be re- 
sponsible therefor. 

This question must not be con- 
fused with the right of a bank to 
pay a check after banking hours if 
it chooses. See on this point, Di- 
gest of Legal Opinions 1921 No. 
_ 433. But banking hours are fixed 
by the banks themselves for their 

own convenience and a bank is not 

obliged to pay a check after bank- 
ing hours and refusal to pay does 
not justify a protest. 


Note Payable “On Demand 
Before June 1” 


Questions considered as to legal 
- effect of a promise to pay “on de- 
mand before June 1” and sugges- 
tion of a substitute promise to pay 
“on June t or on demand before 
that date if the holder deems him- 
self insecure” as conforming to the 
special provision of the Negotiable 
Instruments Act of Wisconsin. 


From Wisconsin :—Can you advise me 

as to the desirability from the stand- 

point of the bank of making a note pay- 
able similar to the following: 


“March 17, 1923. 
On demand, before June Ist, 1923........ 
, after date, for value received...... Wier asersysions 


. | promise to pay to the order of 
THE X BANK OF WISCONSIN 
ii@ee Thousand '........... $1000.00) Dollars, 
at THE X BANK OF WISCONSIN, with 
interest at the tate of Six (6%) per cent. 
| per annum after date until paid. 
| JOHN DOE.” 


| The object in mind is to have a 
| definite date for a showdown and still 
enable the bank to demand payment 
prior to the maturity date. 

The following sections of the 

Negotiable Instruments Act are 
| pertinent to the consideration of the 
question submitted. 
_ “An instrument to be negotiable 
i= * * must be payable on de- 
mand or at a fixed or determinable 
future time” (Sec. 1). 

“An instrument is payable at a 
determinable future time, within 
the meaning of this act, which is 
expressed to be payable: 
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1. At a fixed period after date 
or sight; or 

2. On or before a fixed or de- 
terminable future time specified 
therein ; or 

3. On or at a fixed period after 
the occurrence of a specified event, 
which is certain to happen, though 
the time of happening be uncertain. 

An instrument payable on a con- 
tingency is not negotiable, and the 
happening of the event does not 
cure the defect.” (Sec. 4) 

In the Negotiable Instruments 
Act of Wisconsin the following is 
inserted before the last sentence of 
Section 4: “4. At a fixed period 
after date or sight though payable 
before then on a contingency.” 

Under the Negotiable Instru- 
ments Act a note is negotiable 
which is payable “on or before” a 
specified date. Under such form 
of note the courts hold the maker 
has the option to pay before the 
due date fixed and possibly save the 
running of interest. 

But you desire a form of note 
which provides a specified date of 
maturity but gives the bank the 
option to demand payment at any 
time before such specified maturity 
date. 

The form you suggest is “On de- 
mand before June 1, 1923.” This 
is not a positive promise to pay on 
June 1, if not demanded before, 
although it might be so construed, 
but a promise to pay on demand 
before that time. June 1 limits the 
time of demand and, if payment 
was not demanded before June 1, 
an indorser might claim he was dis- 
charged. Assuming the note is to 
be construed as if it provided a 
promise to pay on June 1 or on de- 
mand before that time, question 
might arise as to the negotiability 
of such an instrument. It would 
virtually be a promise to pay “on 
or before’ a fixed date, which is 
made negotiable by Section 4. At 
the same time, under this section, 
where a note payable at a fixed 
future time contained the follow- 
ing: 

“This note shall become due and 
payable on demand at the option of 
the payee when it deems itself in- 
Secure.” 
the Supreme Court of Washington 
in Puget Sound State Bank v. 
Washington Paving Co., 162 Pac. 
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(Wash.) 870, held the note non- 
negotiable, as payable on a con- 
tingency as to time of payment, 
within the meaning of the last sen- 
tence of Section 4. . 

The Supreme Court of Massa- 
chusetts in Mahoney v. Fitzpatrick, 
133 Mass. 151, has also held non- 
negotiable a note promising to pay 
“on demand or in three years from 
date.” 

Under the special provision of 
the Wisconsin Negotiable Instru- 
ments Act, however, that an instru- 
ment is payable at a determinable 
future time, when payable “at a 
fixed period after date or sight 
though payable before then on a 
contingency” the object you desire 
might be safely accomplished by 
making your note provide a prom- 
ise to pay “on June 1 or on de- 
mand before that date, if the holder 
deems himself insecure.” This 
would conform to the precise lan- 
guage of the Negotiable Instru- 
ments Act of your state and avoid 
possible questions of negotiability, 
indorser’s liability and maturity 
arising from the form of note you 
submit. 


Bank’s Sugar Centrals 


An Associated Press dispatch 
from Manila says: that Governor- 
General Leonard Wood had on that 
date, March 19, under considera- 
tion the advisability of selling the 
six sugar centrals operated under 
the management of the Philippines 
National Bank. 

“The proposed sale,’ says the 
dispatch, “is in line with the Gov- 
ernor-General’s policy to get the 
Government out of business and 
keep it out. 


Business Changes 


Seward Prosser, president of the 
Bankers Trust Company of New York 
since 1914, has been elected Chairman of 
the Board and A. A. Tilney, vice-presi- 
dent since 1916, has been elected presi- 
dent of the Bankers Trust Company. 


Walter S. Bucklin, President of The 
Liberty Mutual Insurance Company, has 
been elected a director of The National 
Shawmut Bank of Boston. 


J. T. McMillin formerly head of the 
State Banking Department of Texas has 
been elected vice-president of the Farm- 
ers State Guaranty Bank of San Benito, 
Texas. 


RECENT DECISIONS 


Nationa, Banks Cannot EstTasLisH 
BraNcHES—M{IssourI 


The question whether or not a na- 
tional bank could establish branches re- 
cently came up for decision in the Su- 
preme Court of Missouri. 

The bank contended among other 
things that the power to establish 
branches is authorized under Section 
5,136 U. S. R. S., which provides that 
the Board of Directors of a bank may, 
subject to law, exercise all such inci- 
dental powers as shall be necessary to 
carry on the banking business. 

The opinion of the court reads in part 
as follows: ‘Several preliminary as- 
sumptions are necessary before  sub- 
stantial color can be given to this con- 
tention. First, Section 5,190 must be 
so construed as to authorize the trans- 
action of a bank’s business at office or 
banking houses instead of at ‘an office 
or banking house’; second, the establish- 
ment of a branch bank must be held to 
be the exercise of an incidental power: 
third, such power when exercised must 
be within the law; and, fourth it must 
be necessary to the transactions of the 
banking business.” 

In regard to the first assumption, the 
court held that the unmistakable char- 
acter of the words employed and the 
purpose to be accomplished did not au- 
thorize such an interpretation of the sec- 
tion as to enable its terms to be read 
in the plural as well as the singular 
number. 

In regard to the second contention, 
it was held that the provisions of sub- 
division 7, Section 5,136, following the 
phrase conferring incidental powers 
upon the Board of Directors, furnish 
examples from which, by analogy, the 
scope of this character of powers may 
be determined. They include the dis- 
counting and negotiating of promissory 
notes, drafts, bills of exchange and 
other evidence of debt; the buying and 
selling of exchange, coin and bullion; 
the loaning of money on personal securi- 
ty; and the obtaining, issuing and cir- 
culating of notes. On this point the 
court said “The apparent purpose for 
the establishment of branch banks is to 
multiply the places of business of the 
principal bank and thereby increase the 
volume of same. As a manifestation 
of commercial progress, the effort may 
well be commended. This phase of the 
matter, however, is not under considera- 
tion. It is a question of power and not 
progress that demands solution. Cer- 
tainly it is in no sense essential to the 
exercise of any of the powers granted 
nor is it a necessary incident to the 
carrying on of the banking business 
within the meaning of the statute.” 

In regard to the third point, it was 
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THE apparent purpose for the 

establishment of branch banks 
of a national bank is to multiply the 
places of business of the principal 
bank and thereby increase the 
volume of same. As a manifesta- 
tion of personal progress the effort 
may well be commended. However, 
it is in no sense essential to the ex- 
ercise of any of the powers granted 
nor is it a necessary incident to the 
carrying on of the banking business 
within the meaning of the Federal 
statute. 


IN a New York case the Surro-— 


gate’s court was held to be with- 
out authority to order delivery of 
contents of safe deposit boxes to 
anyone; the jurisdiction of the court 
being limited to opening a safe de- 
posit box for the purpose of search- 
ing for a will or a deed to a burial 
plot. 


] T has been said that the A. B. A. 

Bad Check Law contains a pro- 
vision under which innocent trans- 
actions may well be presumed to be 
fraudulent under the provision 
therein that refusal of payment shall 
be prima facie evidence of intent to 
defraud. 


F certification of a check was 

procured by fraud of the holder, 
and it remained his property and 
did not pass to an innocent holder, 
certification was not binding on the 
bank and could rightfully be disre- 
garded and payment refused. 


LTHOUGH a married woman 

in Massachusetts can sue and be 
sued in the same manner as if 
single, a contract between her and 
her husband is unenforceable. 


FALSE promise by a pur- 

chaser to a cattle dealer that a 
check given for cattle would not 
be honored until a later day when 
he would place money in the bank 
to take care of it, was held not to 
constitute a crime. 


HERE a check is certified by a 

person other than the maker, 
legal holder or payee and without 
their knowledge or consent, such 
certification does not constitute an 
acceptance and the maker’s account 
cannot be charged. 
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held that the sections of the act re- 
viewed bore no countenance to the con- 
tention that the establishment of branch 
banks is within the scope and purview 
of these sections and hence not within 
the law. 

On the fourth and last point, it was 
held that the carrying on of the bank- 
ing business did not require the estab- 
lishment of branch banks and hence it 
was not within the terms of the statute. 
State exrel. Barrett v. First National 
Bank of St. Louis, Sup. Ct. of Mo. 


Court Hrtp WitHout AutTHorItTy 0 
ORDER DELIVERY OF CONTENTS OF - 
SareE Deposit Boxes to Any- 
ONE—NEW YoRK 


A partnership firm under the name of 
McDougall, Dru & Co., deposited se- 
curities and other valuable papers in 
two safe deposit boxes of the Irving Safe 


-Deposit Co. The securities were owned 


by an English corporation, but were 
subject to the control of the partner- 
ship. Dru is absent from the United 
States. McDougall died, and his will 
has been filed for probate, but be- 
cause of the fact that the persons in- 
terested are widely scattered, the pro- 
bate of the will and issuance of letters 
will be delayed. Following his death 
the State Tax Commissioner sealed the 
safe deposit boxes. he owners ap- 
plied to the Surrogate for an order di- 
recting the turning over of the securi- 
ties in the boxes on the ground that 
they belonged to the English corpora- 
tion and not to the partnership. The 
court held that where it is not sought to 
open the boxes to search for a will or 
deed to a burial plot, the Surrogate’s 
court has no jurisdiction to order de- 
livery to anyone of the contents of the 
boxes. If the securities do not belong 
to the partnership or the decedent, de- 
livery would seem to be a matter of ar- 
rangement between the owners, the sur- 
viving partner and the safe deposit com- 
pany as bailee. When a representative 
of the estate is appointed, he may, on 
his own responsibility, deliver the prop- 
erty to the owners thereof or proceed 
in orderly fashion to obtain determina- 
tion of ownership. In re McDougall’s 


Estate’ 197 Nan touxhtos 


INDICTMENT FOR ATTEMPTED LARCENY 
By WorrHiess CHECK Nerep Not 
ALLEGE ATTEMPT To DEFRAUD 
INJURED PERSON OF PAR- 
TICULAR PROPERTY— 

New York. 


One Joseph Seman was indicted under 
the Bad Check Law of New York for 
having drawn a worthless check for 
$664.68 payable to a glove company. 


sip, 


oo 


7 
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It was duly proved by the prosecuting 
attorney that the check had never been 
paid and more than ten days had elapsed 
after the notice of non payment was 
received by the defendant. The de- 
fendant sought to set aside the indict- 
ment on the ground that it failed to 
allege an attempt to defraud the glove 


, company of property specifically named 


in Section 1,290 relative to property 
which may be the subject of theft. 
The court held that, under Penal Law 
Sec. 1292a relative to worthless checks, 
the mere drawing, uttering, or deliver- 
ing of a check without sufficient funds 
or credit to meet it, with intent to de- 
fraud, is attempted larceny, though no 
property was obtained. “It is apparent,” 


_ the court said, “that the legislature has 


enacted this section 


' the law under which 


into waeelaw = for 
the particular purpose of protecting the 
commercial world. A close study of the 
section discloses that it is a provision of 
innocent trans- 


actions may well be presumed to be 


fraudulent under the provision therein 


that refusal of payment shall be prima 
facie evidence of intent to defraud.” 
People v. Seman, 197 N. Y. S. 713. 


Bank CaN DisrEGARD CERTIFICATION OF 
CHECK ProcureD BY FRAUD OF 
HoLpER—M ArYLAND 


One Anderson who conducted a shoe 
business, drew and delivered a check for 


_ $3,070 in payment of a loan from one 


Rockhold. The latter had the check 
certified, but payment by the certifying 
bank was refused on the ground that 
the certification was procured through 
fraud. The facts show that Anderson 
was indebted to the bank on certain 
promissory notes in a large sum, and 
the bank claimed a “banker’s lien” on 
Anderson’s account. The following 
question was presented to the court: 
“Was the bank, upon the facts of this 


case, justified in refusing payment of 


the certified check on the ground that 


the holder thereof obtained the certifi- 


' cate by fraud?” 


es 


cent holder, 


The court. held that 
there could be no question as to the cor- 
rectness of the proposition that if the 
certification was procured by fraud of 
the plaintiff and the check remained his 
property and did not pass to an inno- 
the certification was not 
binding upon the bank, and it could 


rightfully disregard the certification and 


refuse payment of the check; otherwise, 
the bank cannot escape the binding ef- 
fect of the certification and avoid pay- 
ment of the check. -In this case it was 
held that the evidence showed that An- 
erson was largely indebted to the plain- 
tiff and it was his wish to pay to him 
a part of such debt. The court said 


'that under the facts and circumstances 
“we find no wrong committed by the 
plaintiff in the receipt of the check and 


the procurement of the certification 
thereon.” The bank was held liable. 
Nat. Bk. of Baltimore v. Rockhold, 119 


| Atl 263. 


|Huspann’s Notr Or Convract to PAy 


Monty To Wire UNENFORCE- - 
ABLE—M ASSACHUSETTS 


| The widow of the late Joseph A. 


Gahm during their marriage lent to him 
out of her separate estate considerable 
sums of money to be used in his busi- 
ness, for which he gave her notes pay- 
able to her order. <A _ petition was 
brought by the widow as executor of his 
estate to enforce payment of the notes. 
The court held that the husband’s note 
or other contract for payment of money 
loaned to him by his wife is absolutely 
void and cannot be enforced against 
the husband or his estate. “The com- 
mon-law disabilities of married women,” 
said the court, “as to making of con- 
tracts have been removed by statute so 
that they can sue and be sued in the 
same manner as if single, subject, how- 
ever, to the limitation that contracts and 
suits between husband and wife are not 
permissible but stand on the same foot- 
ing as heretofore.” Gahm y. Gahm, 137 
N..E. 876. 


PARTING with PropERTY oN STRENGTH 
OF PurcHASER’s PromiskE To TAKE 
Cark oF CHEecKs DELIVERED IN Pay- 

MENT IN THE Future Herp Nort 
To ConsTITUTE OFFENSE: “FALSE 
PRETENSE’ —OKLAHOMA 


The defendant, one Huckaby, and one 
Riley entered into an agreement or con- 
spiracy in which Riley was to purchase 
cattle from various farmers and obtain 
possession of such cattle by giving to 
the vendors checks drawn-on a bank in 
which Riley had no funds; that Riley 
was to tell the vendors that the checks 
would not be honored until a later day, 
when he would place money in the 
bank to take care of them. There was 
no intention on the part of Riley or 
Huckaby to take care of these checks. 
In the meantime the cattle so procured 
were to be sold and the proceeds divided 
between the conspirators. Pursuant to 
this fraudulent plan cattle were so ob- 
tained and sold, and the _ proceeds, 
amounting to more than $1,000, were 
equally divided between the two. The 
defendant undertook to help Riley pro- 
cure the money and prevent his arrest. 
He advised Riley that a false promise 
expressly made to be carried out in the 
future, would not support a prosecution 
for false pretense, though funds were 
procured on a promise so made. When 
Riley’s arrest seemed imminent, the de- 
fendant conveyed him to the mountains, 
but Riley was finally arrested and en- 
tered a plea of guilty to a charge of 
obtaining property by means of a bogus 
check. Defendant was then prosecuted 
in this case for aiding and assisting a 
felon to escape. One of the defenses 
interposed was that Riley was not guilty 
of a crime under the statute. 

The court with reluctance held that 
the facts did not constitute the act a 
crime within the meaning of the Bogus 
Check Statute, saying, “This iniquitous 
fraudulent scheme probably amounted 
to larceny by fraud.” The opinion of 
the court reads in part: “To constitute 
a false pretense a crime, there must be 
a false representation of an existing 
fact. If every breach of a false promise 
of a pecuniary nature to do something 
in the future constituted a crime, it 
would tend to involve the courts and 


the people in endless prosecutions. The 
inherent difficulty of determining the 
culpability of the maker of false prom- 
ises to be fulfilled in the future makes 


it expedient to except this class of 
frauds from the rule. This rule is uni- 
versal, so far as we know.” Huckaby 
Vemotates is eace 525: 

CERTIFICATION OF A CHECK BY ONE 


OTHER THAN Maker, Lecat Ho.per 
OR PAYEE or BY OnéE WITHOUT 
THEIR KNOWLEDGE OR CONSENT— 

Herp Not an AccEPTANCE— 
NEBRASKA 


A check for $500, payable to one Mc- 
Grew, was delivered to the defendant, 
one Conaway, with the request that the 
said Conaway deliver the same to Mc- 
Grew, the payee. Conaway did not 
deliver the check, but on the contrary 
procured it to be certified and without 
authority of McGrew, forged the payee’s 
name and obtained money thereon. 

An action was brought by the maker 
of the check to recover from the drawee 
the amount of the deposit covered by 
the check, the plaintiff claiming that the 
check had not been fully executed be- 
cause of a want of delivery to the payee, 
and that a third party had received pay- 
ment on the check from the defendant 
bank upon the forged indorsement of 
the payee. i. 

The bank demurred to the plaintiff’s 
petition. 

From a judgment in favor of the de- 
fendant bank, the plaintiff appealed. 
The higher court decided in favor of 
the bank, stating that the petition failed 
to affirmatively allege that the certifica- 
tion was procured without the knowl- 
edge, consent or authorization of the 
maker, holder or payee. It was held that 
“where a check is certified at the in- 
stance of a person having no authority 
from any one of these, the certification 
will not constitute an acceptance so as 
to change the relation of the parties 
and work an assignment of the bank’s 
funds (State Bank of Chicago v. Mid- 
City Trust & Sav. Bank, 295 Ill. 599, 129 
N. E. 498, 12 A L R 989) ; nor under the 
Negotiable Instruments Law, requiring 
an acceptance to be in writing will the 
unauthorized payment by the bank on a 
forged indorsement constitute an accept- 
ance (Southern Trust Co. v. American 
Bk. of Commerce & Trust Co., 148 Ark. 
OF 2 0r sy. VW. 1020, 144 UR AW 761) 
Jasper v. Security State Bk., 191 N. W. 
654. 


Against More Building 


While the present congestion in build- 
ing exists the Federal Reserve Board will 
not approve of the construction of 
branches by Federal Reserve Banks. In 
disapproving of the acceptance by the 
Federal Reserve Bank of St. Louis of 
bids for the construction of a building 
for its Little Rock branch, the Board 
adopted a resolution declaring that Fed- 
eral Reserve Banks should not add to the 
existing difficulties of the situation by 
carrying on any branch building opera- 
tions. 


School Savings Semi Annual Report and Honor Roll 


HE rapid growth in the use of 

school savings banking as an edu- 

cational project is indicated by the 

returns of January 31 for the 
present school year as compiled by the 
Savings Bank Division. 

The number of places included in the 
report is 401 as compared with 370 on 
June 30, 1922, and on June 30, 1921. 
Even more remarkable is the number of 
cities and villages included on the Di- 
vision’s “Honor Roll” and the increas- 
ing number of even large systems which 
are approaching the goal of both 100 
per cent. participation and 100 per cent. 
of pupils who have individual pass book 
accounts at the bank. The number of 
honor roll systems is now 207 as against 
only 102 in June, 1922, and 87 in January, 
1922, when the honor roll was instituted. 

The number of pupils participating in 
all systems on January 31, last, was 
1,543,406 as compared with 1,295,667 last 
June and 802,000 in June, 1921, and 462,- 
000 in June, 1920. The total savings dur- 
ing the present school year up to Janu- 
ary 31 amounted to $4,400,000 of which 
only one-fourth had been withdrawn up 
to that date. 

The total of the balances in all pupils’ 
accounts has jumped to over $14,000,000. 
This is more than twice the balance re- 
ported last June and is so much larger 
than the possible increase from current 
deposits that it can be accounted for 
only by wider adoption of the improved 
accounting methods which have been 
urged by the Savings Bank Division as 
indispensable to efficient management. 

The average gross deposit for the 
half-year ending January 31, 1923, is $2.88 
as compared with $4.31 for the entire 
school year of 1921-1922. 

It appears that school savings bank- 
ing has passed its experimental state for 
two outstanding reasons: First, it is 
being more generally considered as an 
essential feature of education rather than 
a mere scheme for bank advertising. 
Second, and resulting from the first, the 
Savings Bank Division is preparing to 
recommend a definite plan which teaches 
both individual thrift and familiarity 
with banking methods without requiring 
more than about 15 minutes of school 
time per week and without imposing 
either bookkeeping or material responsi- 
bility upon teachers. This American 
Bankers Association plan will be incor- 
porated with related material in a small 
book which will be sold at cost. 

A detailed report on the “Honor Roll” 
systems will be sent on receipt of request 
from any bank which is a member of the 
American Bankers Association and also 
is enrolled as an active or associate mem- 
ber of the Savings Bank Division. 
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Honor Roll 


School Year of 1922-1923 to Jan. 31 
Compiled by A. B. A. Savings Bank 


Division 
Class A 
Enrollment Over 10,000 
oo on 
Blac 
fa by @ 29 
om OC ee qv 
(ays) Penis) rays 9) 
fe: a8 mess 
54 585 $8 
Rank City and State aya, ZAAy BO 
Canton; O77.) 98 13,789 $36,163.59 
Waterbury, Conn... 95 10,940 23,475,35 
Harrisburg, IIl...... 92 11,692 3,406.97 
Huntington, W. Va. 91 9,967 24,148.87 
Louisville, Ky...... 90 24,950 10,696.70 
Providence, R. I... 90 41,807 211,586.15 
New Britain, Conn.. 89 10,267 39,242.67 
Wilkes-Barre, Pa..... 89 16,950 30,211.02 
Daytont OF, sys cnme 89 20,950 24,930.61 
Pittsburgh, Pa. 88 75,362 329,883.54 
ectanton, | Paves 88 18,854 64,739.76 
Wilmington, Ebel 88 13,450 25,399.58 
Minneapolis, Minn.. 86 47,984 87,015.07 
East St. Louis, Til. 85 11,611 37,220.25 
Pawtucket, R. I... 85 8,830 48,681.42 
Rochester, N. Y... 85 28,007 50,351.50 
South Bend, Ind... 85 10,573 33,850.60 
*E lint, Mich... 2o000884014,03080305158-28 
Harrisburg, Pa. ... 84 9,481 10,583.00 
Binghamton, N. Y.. 81 8,940 28,432.34 
Atlantic City, N. J. 80 8,575 44,559.68 
Allentown, Pa. .... 80 8,895 5,872.68 
Johnstown, Pa. - 80 9,947 36,379.47 
Akron, Serene eae atehs 80 27,650 21,091.36 
Toledo, Ove ers 79 24,387 57,988.20 
Youngstown, Ow... 76. 916,460 9815402225 
Terre Haute, Ind.. 76 9,425 27,011.89 
Omaha, Neb. . 76 19,850 76,185.96 
Class B 
Enrollment 5,000 to 10,000 
Meriden, Conn. 99 5,173 28,412.35 
Jackson, Mich. 98 6,994 27,086.22 
Braddock, Pa. 96 7,422 36,531.28 
Racine, Wie Fee 95 8,087 31,032.88 
Lexington, Ky. .. 94 4,910 820.28 
Plainfield, N. Te 93 6,813 28,418.97 
Covington, Ky. 90 4,776 10,671.68 
Superior, Wis. 90 7,750 21,482.54 
whopekasueinc'samn cerns 90 7ippiev se ic tall ges 
Roanokea Vases 87 7,642 11,674.85 
Springfield, O...... 84 8,406 16,908.11 
Dirbiqiues daneusemen 82 4,973, 11,666.23 
Rockford; lly... 82 8,233 21,001.77 
Kingston, Pasericct: 82 4,651 12,105.34 
Lorain, Ne ie Weare 80 6,005 28,240.05 
Cedar Rapids, Ia... 77 6,472 16,499.45 
Class C 
Enrollment 2,000 to 5,000 
Martins Ferry, O... 99 2,732 13,312.55 
Mechanicville, N. Y. 99 2,133 7,235.65 
Morristown, N. J.. 99 2,437 11,526.93 
pas ator: Bae 99 3,821 17,043.09 
Charleroi. ePasaeete 98 2,950 12,943.31 
iRittetons basen 98 3,680 12,193.56 
Duquesne, as 97 3,616 17,244.99 
Iron Mountain, Mich. 96 2,547 4,854.75 
Atlanta, "Gan inves 61960 eo 77 ue O30222 
Woodlawn, Pa. ... 95 2,676 183561.49 
Marietta, Om eee 95" <2: 835 enon 18:87. 
Waukegan, IIl. 94 4,517 8,055.41 
Marionse elses 94 2,886 1,970.82 
Belle Vernon, Pa... 94 2,208 9,097.55 
676 


(Class C—Continued) 


oo tof] 
fa 5 8 
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Lee Ge 
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Rank City and State aa, BAiAy 
15 Monescen, Pa. . 94 3,940 
16 Middletown, O. .... 93 4,390 
17 Fond Du _ Lac, Wis. 91 4,183 
18 East Providence,L.I. 91 3,890 
19 Woodridge, N. Cee 91 2,073 
20 High Point, N. C91 2,776 
21 Concord, Ne Ci s90 1,825 
22) Atchison), Kassin: 90 2,240 
23 Granite City, (TIS 902 582 
24 Freeport, DMS fs... 90 2,956 
25 Green Bay, Wis.... 90 4,396 
26 West’ Allis, Wis... 90 3,714 
27 Gloversville, N. Y. 89 3,483 
28 Ambridge, Pa. .... 89 ~ 2,870 
29) KarrelljatParea.ne cer 89 3,100 
30) Hind layue © eevee + 899 753,329) 
31 Sandusky; O: Seece 88 2,982 
32) Newark, O8 Santee 88 4,362 
33 Norwoodse One snes 87 3,444 
34 Pekin? (UIs «cine 87 =2,,267 
35 Cuyahega Falls, O. 86 2,218 
36 Canonsburg, Pais... 86 §=2,590 
37 New ¥ ila ernie. O. 86 2,130 
38 Evanston, TAS ok SOe aol 
392Herrin ys eile Weave 86 2,920 
40 Ridgewood, N+ Jos So eee osa 
41 Ashland, Wis. .... 85 2,070 
42 Janesville, Wis..... 84 2,280 
Eee deerabobtennl Whiten omn.c 84 3,139 
44 Winston- Salem, tt ee 84 3,734 
45 Oneonta, N. Vin 84 2,050 
46 (Sharonye clase merece 83 3,240 
47 Paducah, Ky. - 82 4,034 
48 Tiffin, oy pibisi'a., oraseilelels 82 1,655 
49 Elgin, Was cequieptetia re 82 3,660 
50 Braintree-Weymouth, 
Missin 2 Soe 81 3,148 
5 Barberton, Olvec-.- 81 3,364 
52. Antigo, mV aSsumecanrae 80 = 1,794 
93, Appletons | Wissee..2) oO mae. tao 
54 East Aurora, Ill... 80 3,405 
552 Mattoon,) Ty Sahin. 80 2,068 
56 Logansport, Ind.. 80 2,608 
57 Vineland, a) Juco CO) 825780 
58 Greensburg, Pa..... 80 3,570 
59: Ottawa, Kasil yen...) 80) 693 
60 Williamsport, Pa. 720 79) 923,800 
oleAlton woul leeaert cee 78 3,837 
62*Port "Huron, Mich.. 78 35000 
63 Bay. City, Michi. 77as0s0 
64 Lebanon, = Pal Gan.) 70s o50 
65 Jeanette, Pai... 75> Seta 
66 Pottsville Paneer 75 9235113 
67 West Aurora, IIl.. ans 2,042 
Class D 
Enrollment Under 2,000 
19 Dixon, ell eee 99 =1,417 
2 Clearfield, Pa. .... 99 1,400 
3. Freeport, N. Y.... 98 1,882 
4 Caspian, Mich. 98 374 
SeAliquippass basen 4 548 
6 Bessemer, Mich.... 97 1,416 
7 Hancock, Mich. .. 97 1,901 
8 Rinelander, Wis.... 97 1,704 
9 Wis. Rapids, Wis.. 97 1,604 
10 ‘East Alton, TIll.... 97 332 
11 Follansbee, W. Va. 95 1,020 
12sMt oeJoy Panes 95 682 
13, Bradtord;) Os ees 662 
14 Jamica Plains, Mass. 94 1,163 
15 Pringle Boro., Pa. 94 850 
16 Roanoke Rapids, N.C, 93 856 
17 Woodriver, Ill, ... 92 943 
18 “Struthers, OF eee. 927 Paes 
19 Bridgeville, Ravine not 773 
20) Ramsay.) @iNie) eset 91 eii223 


aan 


— 


\ 


Total 
Amount 
Collected 


~~ 
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Rank City and State oy 7 oa ead 
gi Merril, Wis, ...... 91 1,651 2,534.01 
Bersima, Mich. ...... 90 1,206 2,041.95 
23 Marine City, packs 90 335 1,409.18 
24 Stambaugh, Mich... 90 1,225 2,656.75 
25 Nekoosa, is. 90 477 831.10 
26 Schuylkill Haven, Pa. 90 927 957.22 
27 Parkesburg, Pa..... 90 478 644.77 
28 Leechburg, Pa...... 90 1,285 4,454.75 
Bonlatrobe, Pa. ...... 90 1,644 10,482.65 
BepNorwich, N. Y..:.. 90 1,326 2,315.29 
mumevviison, .N. C...:.. 90 1,695 1,443.58 
2) SIG 6 Resor 90 347 =4,087.11 
33 St. Clairsville, O... 90 579 3,268.61 
waetiubbard, O........ 90 815 1,610.16 
mpm ooster, O. 13.5.0. 90 1,449 3,012.66 
36 Kaukauna, Wis..... 89 1,038 2,069.98 
37 Menasha, Wis. ..... 89 1,412 2,961.46 
ae Lehighton, Pa. .... 89 1,162 3,098.06 
mmManor, Pa. ..365..% 89 780 = 3,775.60 
40 Elm Grove, cy ithe 89 1,697 5,399.09 
41 Warwood, W. 89 690 = 1,468.95 
42 West icon: ape 88 1,090 458.40 
43 Port Jervis, N. Y.. 88 1,577 8,371.18 
44 Patchogue, N. Y... 88 1,192 7,280.71 

45 Leitonia & Wash- 

iy geaelals, tO Sr raeeRe aie 88 800 2,787.25 
46 Los Gatos, Galicrrree 88 399 799.19 
47 So. Milwaukee, Wis. 88 1,273 3,331.70 
48 De Pere, Wis...... 87 1,266 2,950.70 
49 Munising, Mich..... 87 673 1,234.66 
sueOttawa, Ill, ...... 86 1,255 4,565.84 
feeGedar Falls, ITa.... 85 1,176 1,608.57 
Peeoullivan, Ind. ..... 85 1,180 4,295.15 
53 Iron River, Mich... 85 1,208 2,798.86 
eaeMarion, Ta; .....63. 84 864 1,742.09 
55 Canandaigua, N. Y. 84 699 = 2,101.37 
56 Westerville, O. 84 571 1,161.87 
57 Grand Haven, Mich. 83 1,304 4,034.00 
BemNiles,, Mich, ...... 83 1,504 3,318.60 
emeerit Tl, tcc eee s 83 1,489 5,275.92 
60 McDonald, Pa. .... 82 1,444 6,653.07 
ime Warsaw, Ind. ..... 81 845 =. 2,703.77 
62 Plymouth, Ind...... 81 744 1,049.47 
63 Crystal Falls, Mich. 81 1,081 2,535.02 
BemOrrville, O. ..c0se 81 816 1,756.87 
65 Forty Fort Boro, Pa. 81 649 1,916.66 
66 Pt. Pleasant, W. Va. 80 570 = 1,068.15 
me Waverly, N. Y..... 80 845 4,566.55 
Bemivitdncey, Pa. ....2 80 275 1,112.95 
69 Greenfield, O. ..... 80 990 765.96 
Semtoran, ©. 2...2s3. SOlee 1524575289 
| gal Shelbyville, ind ae 80 1,598 1,085.58 
72 Junction City, Kas. 80 1,325 2,107.41 
73 Dearborn, Mich, ... 80 604 368.48 
74 Albion, Mich: <3. 5: 80 890 3,213.22 
75 Marshall, Mich..... 79 435 1,948.75 
76 Kittanning, Panaye cists 79 ~=1,430 6,301.77 
eecoraopolis, Pa. ..... 79 1,280 4,463.38 
Meebord City, Pa..... 79 15u5 8,126.60 
wae Montrose, Pa. ..... 7h) 357 587.24 
80 Waukesha, Wis. ... 79 1,568 © 4,951.17 
81 McMechan, W. Va. 79 575 1,922.26 
82 Hamlet, N. C....... 79 625 1,289.55 
83 Stevens Point, Wis. 78 1,405 2,367.99 
84 Portland, Me. ..... 78 1,400 2,091.13 
85 Winthrop, Mass. -s.-78 1,468 °2;527.74 
: 86 Millersburg, Pa ere ene 78 478 2,894.51 
87 Sterling, Seer eLeterere 78 1,183 4,301.65 
88 Auburn, Ind. ..... 77 836 1,627.13 
89 Carlisle, Ind.) toe ee 77 429 693.90 
90) Valparaiso, Ind. .... 76 1,130 1,568.67 
mmeberin, N. H...... 76 1,408 5,145.77 
92 Dover, OW ieee. 76 337 3,867.92 
Beesayre, Pa. c.csscss 76 16317 5,849.62 
Beestroudsburg, Pa. .. 76 1,857 3,231.89 
95 Reynoldsville, Pa... 76 518 1,453.87 
26 New Paltz, N. Y... 75 360 300.51 


* Note——There are two methods reported 
Operating in Flint and Port Huron, but the 
data in this table are for passbook methods 
only, the other making no report. 


Ralph P. Anderson, formerly assistant 
manager, has become manager of the 
Business Development Department of the 
Anglo-California Trust Company, San 
Francisco. He started with the bank in 


_ June of last year as advertising manager. 


Walter S. Bucklin, President of The 
Liberty Mutual Insurance Company, has 
been elected a director of The National 
Shawmut Bank of Boston. 


te 


Monthly Tendency in Savings*Deposits 


An increase in savings deposits of 8 
per cent. during the month preceding 
March 1, 


during the preceding year is indicated 


1923 and of 8.4 per cent.- 


by 880 banks which hold about one- 
third of the savings deposits of the 
country, according to tabulation of the 
Federal Reserve Board: 


Savings Deposits Per cent. Savings Per cent. 
Number Increase Deposits Increase 
Federal of banks Mar. 1, 1923 Feb. 1, 1923 over Mar. 1, 1922 over 
District Reporting Millions Millions Last Month Millions Last Year 
1 64 1,158 1,150 6 1,081 6.6 
2 30 1,809 1,805 Pe 1,698 6.1 
3 80 446 442 J 426 4.4 
4 18 412 411 2 374 9.1 
5 93 285 284 50) 255 10.5 
6 82 176 174 Wet 153 13.1 
7 210 827 818 1.08 758 8.3 
8 35 125 125 .00 110 12.0 
9 15 88 86 Ze 78 11.3 
10 66 101 101 .00 88 12.8 
11 112 83 81 2.4 70 15.4 
12 75 877 864 1.4 758 ikon 
880 . 6,394 6,342 8 5,855 8.4 


Recent Decisions 


BANK As CUSTODIAN OF SECURITIES FOR 
SAFEKEEPING Hrip LiIABLE FOR 
CONVERSION BY CASHIFR— 
MISSISSIPPI 


The Grenada Bank as gratuitous 
bailee invited and accepted special de- 
posits of securities in the sum of $20,- 
500 from one of its customers. The se- 
curities consisted of bonds from. which 
the coupons were regularly clipped from 
time to time and placed to the credit of 
the customer who seemed to have im- 
plicit confidence in the bank. One Tor- 
bert, the vice-president and cashier, took 
the bonds and hypothecated them with 
different parties, borrowing large sums 
on them for his individual purposes. The 
funds he received went into the bank in 
settlement of certain worthless obliga- 
tions due to the bank from which ob- 
ligations Torbert had previously re- 
ceived the benefit. This action was to 
recover the bonds or their value from 
the bank. The depositor contended that 
the bank is liable for two reason§&, 
namely, first that the funds obtained by 
hypothecation of the bonds were used 
in settlement of bad obligations due 
the bank, and thus the bank received 
the benefit of these funds; second that 
the bank is liable because it was negli- 
gence in its officers to permit Torbert 
to take the bonds out and borrow 
money on them even though the bank 
was a_ gratuitous bailee. The bank 
contended that Torbert was acting 
fraudulently for his individual bene- 
fit adversely to the bank, and not in its 
interest; or the loss was not through 
gross negligence and, therefore, it 
cannot be held liable as a gratuitous 
bailee. The court held that the bank, 
even though a gratuitous bailee, is liable 
to the depositor for the loss regardless 
of whether such loss is occasioned by 
mere negligence or fraud, the act of con- 


version by the controlling office being, 
in effect, the act of the bank itself. 
“The business given a bank,” the court 
said, “by a customer who deposits his 
funds therein and otherwise contrib- 
utes to its profits, is valuable to the 
bank, and is certainly sufficient con- 
sideration in a contract of bailment to 
create mutuality and warrant the view 
that it is a bailment for hire and not 
for accommodation. Therefore, the loss 
of the special deposit through the acts 
of the officers of the bank, either by 
negligence or fraud, must be met by the 
bank.” Grenada Bk. v. C. A. Moore, 
No. 23,017 Supreme Court of Missis- 
sippi. 

Notre: This decision seems to proceed, 
not on the theory that the bank as bailee, 
was obliged to use due care—upon which 
theory the question would be whether 
there was any negligence in connection 
with the employment and supervision of 
the converting officer—but on the theory 
that the act of the officer in converting 
the securities was the act of the bank 
for which it was responsible. This 
theory puts a heavier responsibility on 
banks in the safekeeping of securities. 
This decision seems to bring out the 
point that in most cases the bank does 
receive compensation although in an in- 
direct manner. 


CERTIFICATE OF Drposit PAyaBLe “IN 
Current Funps” Hetp Non- 
NEGOTIABLE IN IOWA 


The point was raised whether or not 
a certificate of deposit which was pay- 
able by its terms “in current funds” was 
negotiable according to the law of Iowa. 
The court held the instrument non- 
negotiable even though “this holding is 
not sustained by the numerical weight 
of authority in other jurisdictions.” 
Bae v. Commercial Bk., 191 N. W. 
13. 


Liquidation of National Banks 


NATIONAL bank going into liq- 

uidation finds itself in a situation 

unlike that which attends the dis- 

solution of other corporations. 
In the case of the latter there is reached 
at some time or other a point where 
some supervisory authority pronounces 
the liquidation complete and the corpor- 
ate being effaced. This is not done and 
should not be done until the corpora- 
tion has had an opportunity to make 
proper disposition of its assets, nor until 
it has given satisfaction to its creditors 
as provided by law. But when this is 
accomplished the corporation is dis- 
solved. 

In the case of a receivership for a 
national bank after all its affairs are 
administered its existence is officially 
terminated. Likewise, in bankruptcy 
cases, which bear a similarity to national 
banks in that both are Federal matters 
governed in a great measure by the 
laws of the various states, designated 
officials administer the affairs of the 
bankrupt and creditors are given an op- 
portunity to present their claims and 
have them allowed, and when all is done 
the court declares the proceeding com- 
pleted. 

Section 221 of the National Bank Act 
automatically extends the charters of 
national banks whose corporate existence 
expires during liquidation. Such ex- 
tensions are for the sole purpose of per- 
mitting liquidation of their affairs and 
effective until they are finally closed. 
Likewise, the United States Supreme 
Court has held that a national bank which 
has gone into voluntary liquidation will 
continue to exist as a body corporate 
for the purpose of suing and being sued 
until its affairs are completely settled. 
Both the law and the decision referred 
to contemplate the cessation of the cor- 
porate existence at some time, but there 
is no authority empowered to make of- 
ficial announcement. 

This situation becomes a nuisance 
sometimes when, for years after liquida- 
tion is complete, the Commissioner of 
Internal Revenue requires that returns 
be made annually in compliance with 
the income tax law which directs that 
all corporations file reports. So long 
as a corporation is in process of liquida- 
tion this is a proper requirement, but 
after its affairs are completely closed 
it should not be compelled to make re- 
turns. The general rule applied in in- 
come tax matters is that so long as it 
has a right.to function as a corporation, 
regardless of whether it received any 
income during the period for which the 
return is rendered, a return must be 
made. A national banking association 
after liquidation does not possess the 


right to function as a bank. An anoma- 
lous situation could be easily imagined. 
Several years after completion of liqui- 
dation its committee and all of its 
former officers might pass away or re- 
move to foreign countries. In that 
case, though the law would require it, 
nobody could be compelled to make 
returns. 

It is difficult to understand how a 
former officer of a national bank which 
has completely liquidated can be re- 
quired to file an income tax return. 
Officers are elected by the directors for 
definite terms or to serve during the 
pleasure of the latter. When the term 
expires the tenure of office ceases. Also, 
upon the surrender of certificates of 
stock and their due cancellation, direc- 
tors are no longer shareholders and, 
ipso facto, not eligible to be directors. 
It follows that if there is’ no board 
of directors at whose pleasure certain 
officers shall continue in their positions 
such offices are vacated. 

To hold otherwise would be to say 
that officers last elected by a bank which 
has since gone into liquidation, shall 
continue in such positions during their 
natural lives. It*is safe to say that 
the law-making body did not intend that 
this interpretation should be placed upon 
the law, and it is doubtful that the 
Commissioner of Internal Revenue in- 
tended that any regulation should com- 
pel former officers of liquidation banks 
to make annual returns forever. Like- 
wise, there is. grave doubt that any 
former officer of a bank liquidated fully 
and completely, as shown by the final 
reports of the liquidating committee, 
could be compelled to make returns. 
However, such is being done in the be- 
lief that possibly it could be enforced. 
Men prefer to comply with the laws 
made for the government of business, 
but this one seems to be construed too 
strictly. 


National Agricultural Credit 
Corporations 


Pursuant to the provisions of the 
Agricultural Credits Act recently passed, 
giving Federal Government supervision 
to certain loan companies to be known 
as National Agricultural’ Credit Cor- 
porations, the Comptroller of the Cur- 
rency, upon whom is placed the Federal 
control of such corporations, is busily 
engaged in the work of bringing them 
within the purview of the law. The law 
directs that upon filing articles of as- 
sociation and an organization certificate 
with the Comptroller of the Currency 
his approval of them and his written 
permit to begin business shall constitute 
the organization a body corporate. 
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In order to bring under Federal con- 
trol all cattle loan companies and live- 
stock organizations as desire Federal 
stipervision, the Comptroller has informed 
each of the known one hundred and ten 
such organizations in existence of the 
provisions of the Act. About fifty per 
cent. of these companies have capital 
sufficient to entitle them to government 
supervision. The law requires that they 
have a paid-in capital of at least $250,000. 

Likewise, the Comptroller has dis- 
tributed forms upon which groups of 
individuals may make application to or- 
ganize National Agricultural Credit Cor- 
porations. It is required that the ap- 
plicants announce their residence, their 
business, their financial strength and the 
number of shares subscribed, very much 
as is required in the organization of a 
national bank. Also, a statement of the 
financial corporations with which the 
applicants have had working connections 
is required, z 

Applications received from companies 
wishing to convert into National Agri- 
cultural Credit Corporations, when ac- 
companied by a draft for $250 and an 
additional five cents for each $1,000 
of resources in excess of $250,000, au- 
thorize the Comptroller to immediately 
send an examiner to the field to check 
up the business of such companies, and 
the submission of a smaller check en- 
ables him to send examiners into the 
field to inquire the standing of the pros- 
pective incorporators of new associations 
and the probable success such an in- 
stitution might expect to attain. 

Any es bank in the Federal Re- 
serve System may, with the approval of 
the Comptroller of the Currency, sub- 
scribe to the capital of a National Agri- 
cultural Credit Corporation in an amount 
not to exceed ten per cent. of the 
paid-in capital and surplus of the bank. 

It is too early to predict accurately the 
number of organizations that will ‘place 
themselves under the supervision of the 
Federal government. However, to gain 
the advantage of the examinations to 
be made thereby, and the confidence that 
follows organizations supervised by the 
Federal government, it is assumed that 
in time practically all of the corporations 
eligible will make application and re- 
ceive permits to operate under the pro- 
visions of this Act. Likewise, this is 
expected to cause others to increase their 
capital stock to the point where they 
may join this System. 


Copies of the Agricultural Credits 
Act may be obtained by addressing the — 
Division Office, in the Colorado Build- — 
ing, Washington, D. C 


ie: 


q 


‘of the State of New York: 


HE subject of co-operative mar- 
keting seems to be destined to 
grow to large proportions, and it 

is important that banks become 
familiar with the fundamental principles 
and practices underlying successful co- 
operative marketing enterprises. The 
State Bank Division, in connection with 
the Agricultural Commission of the 
American Bankers Association, is de- 
sirous of getting in touch with the suc- 
cessful co-operative marketing projects 
that are now being conducted in the 
yarious banking communities. For the 
purpose of obtaining practical informa- 
tion regarding present and prospective 
co-operative associations, the State Bank 
Division has submitted to its members 
and others the following questionnaire: 


1. How many co-operative marketing associa- 
tions have you in your community? 

2. Are. they organized on the commodity 
basis (one product of ‘a few similar prod- 
ucts, as grains, in one elevator); or on the 
Tegional basis (doing all or a large part 
of either their buying or selling fhesigh a 
co-operative organization) ? 

3. Are these associations serving local needs 
only? 

4. Are they combined or consolidated with 
other locals to include some special phase of 
marketing, as processing and packing? 

5. Are they combined with a large number 
of locals to form a sales organization? 

6. Give the names and addresses of co-oper- 
ative institutions handling farm commodities 
with -affiliation for selling purposes. 


Copies of the foregoing questionnaire 
were sent not only to members of the 
State Bank Division, but also to state 
bank supervisors, secretaries of state 
bankers associations, and several public 
officials. Following are a few of the 
numerous replies: 


Transportation and Distribution 


From Hon. Alfred E. Smith, Governor 
“With a 
deep-seated conviction that the interests 
of farmers and consumers are at many 


- points common interests, I have always 
endeavored to foster a closer relation- 


ship between the two groups. 


This in 
part has been the meaning of my inter- 
est in the work of the Port of New 
York Authority and its great plan for 
improving transportation and distribu- 
tion at the Port of New York. The 


effect of this plan is of the utmost im- 
- portance to the farmers and no less to 


_ the consumers. 


The farmers will bene- 


_ fit in getting their produce to the mar- 


L 


ket more cheaply and more quickly, 
especially as they learn to make increas- 
ing use of our splendid system of motor 
_ highways and the Barge Canal, while the 
consumers will profit in a reduction of 
_ the cost of living. 

__ “Co-operative enterprises that benefit 
both farmers and consumers have been 
| encouraged under our State Laws and I 


‘} 


4 


hope to see a greater extension of the 
principle in practice. Anything that pro- 
motes a closer contact and a better un- 
derstanding between the financial and 
producing interests is worthwhile effort 
and only as business men and farmers 
study their problems jointly and en- 
deavor to arrive at a joint solution will 
conditions improve for agriculture.” 


Business Leaders 
Together 


From J. S. Brock, Bank Commissioner 
of Louisiana: “I certainly believe that 
the movement ‘to put agriculture on a 
par with other big business’ is a move- 
ment in the right direction, a matter 
which has been too long neglected. Our 
big leaders of industry and our big 
leaders of the banking fraternity should 
get behind the movement with full force 
and push vigorously until agriculture is 
on a par with other big business. It 
would mean so much for everybody, and 
for the country as a whole! 

“As has been suggested by Mr. Hecht, 
the one great danger to guard against is 
a possible tendency by some marketing 
associations to develop into holding 
corporations which may try to over-ride 
the law of supply and demand to get 
artifically high prices, or by unduly lim- 
iting production, 

“It has been so often said that our 
farmers will not organize—will not 
stand together. The trouble has been 
that their real interests have been neg- 
lected by leaders of big business, and 
as a result they have been badly treated 
by middlemen and the prices of their 
products often manipulated to their 
detriment by speculators. 

“The farmers will organize and stand 
together in a movement of this kind 
with the advice, help and support of real 
business leaders throughout the country, 
free from any direct selfish interests but 


Getting 


‘who would be stimulated in their efforts 


by the fact that results would directly 
be of great benefit to the farming inter- 
ests, and thereby indirectly be wonder- 
fully helpful to big business. ‘The best 
bargain is the one that-yields a profit to 
both parties to it.’ 

“T cannot imagine an opportunity for 
a greater and more profitable service 
by our bankers to the American people 
as a whole, than is offered in this move- 
ment for co-operative farm marketing.” 


Too Much Holding 


From G. A. Appleby, President Glen- 
dale Bank of Commerce, Glendale, Ariz. : 
“We have a number of marketing as- 
sociations in Salt River Valley, Arizona. 
The only association, however, that has 
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; Good and Bad Featuresjof Co-operative Marketing 


demonstrated its value is the Arizona 
Pimacotton Growers Association. They 
have been in action since the cotton sea- 
son of 1921, so have demonstrated their 
good points and weak points covering 
two years’ services. 

“The above mentioned association is 
organized on the Sapiro plan, which is 
the five-year contract basis. The farm- 
er or grower delivers his cotton, as it 
is picked, to the gin in the name of the 
association and the association advances 
a limited sum of money as a loan suffi- 
cient to cover picking, handling the cot- 
ton in pools and selling accordingly. 

“Our observation of the working of 
the plan has brought us to the conclusion 
that it is neither beneficial to the farmer 
nor of practical service at large. Our 
customers who are members of the as- 
sociation in every case are always broke, 
needing more credit than it is possible 
for us to loan them on the security 
offered, and utterly unable to carry any 
balance with us at any time. This con- 
dition naturally follows a holding proc- 
ess which the association indulges in, 
the grower receiving nothing but the 
picking advance from the cotton until 
nine to ten months after the time he 
planted the seed in the ground. 

“You can readily see that were all our 
customers members of the Pimacotton 
Growers Association we would have no 
deposits, with a terrific burden of loans 
on hand, or stop business altogether for 
lack of loanable funds, as we depend 
upon the cotton industry of this section 
for the larger bulk of the financial ac- 
counts. So our conclusions have natur- 
ally been averse to supporting the asso- 
ciation in its present functioning with 
such a large overhead of cost and such 
slow results in liquidating the farmers’ 
indebtedness. We have also concluded 
that if all co-operatives work on the 
same basis and plans as the Arizona 
Pimacotton Growers and with the same 
results, we could do better without their 
efforts.” 


Fruit and Rice in California 


From E. C. Littleton, First National 
Bank, Yubay City, Calif.: “There are 
five co-operative marketing associations 
in this community, all of which serve 
the entire state. The associations we 
have in mind are the Sun-Maid Raisin 
Growers, of Fresno, which handles 90 
per cent. of the entire raisin crop of the 
State of California; the California 
Prune and Apricot Growers <Associa- 
tion, Incorporated, of San Jose, which 
handles about 75 per cent. of the total 
prune and dried apricot crop of the 
state; the California Peach and Fig 
Growers, which handles a large per- 
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centage of the dried peaches and figs 
produced in California; the Rice As- 
sociation of California, at Sacramento; 
and the California Canning-Peach Grow- 
ers, at San Francisco. 

“The first three associations men- 
tioned take over the farmer’s crop, make 
him a substantial first payment, prepare 
his crop for the market, and proceed to 
market it through their own channels. 

“The Rice Association and Canning- 
Peach Growers, however, merely see 
to it that the farmers’ products are 
marketed in an orderly manner. The 
Rice Association, through the War 
Finance Corporation, provides. for a 
loan for the farmers up to $1.50 a sack 
on his harvested rice, and then pro- 
ceeds to sell it for him under the best 
possible conditions, and at a minimum 
previously named, to one of the differ- 
ent mills. 

“The California-Canning-Peach Grow- 
ers merely act as distributor to the dif- 
ferent canneries for the cling peach 
growers of the Sacramento and San 
Joaquin Valleys. The association has 
sufficient control of the cling peach out- 
put to name the price the canners shall 
pay, and accordingly sets the price, col- 
lects the peaches from the growers, turns 
them over to the canneries, and sees that 
the grower is properly paid.” 


Experience in Illinois 


From George A. Fox, Secretary IIli- 
nois Agricultural Association: “Farm- 
ers in Illinois have been marketing co- 
operatively for a number of years. The 
grain and livestock men have been sell- 
ing through their local co-operative ele- 
vators and local co-operative shipping 
associations for a long time. This move- 
ment has gained decided impetus during 
the past three years through the organ- 
ized efforts of the Illinois Agricultural 
Association. There are today some six 
or seven hundred co-operative elevators 
and between five and six hundred co- 
operative livestock shipping associa- 
tions in the state. 

“In addition to the grain and live- 
stock interests there have been organ- 
ized co-operative producers’ organiza- 
tions selling fruits and vegetables, red 
top, and poultry, livestock and dairy 
products. The continued growth of 
these co-operative associations is indica- 
tive of their economic soundness and 
evidence of the awakened interest of 
farmers in a more intelligent handling 
of their products. 

‘For some time farmers have been 
seeking legislation which will permit of 
further development and an unhamper- 
ed operation of these co-operative sell- 
ing agencies. Opposition to the co- 
operative movement comes largely from 
dealers, middlemen and commission men, 
who object to the non-stock, non-profit 
features of these organizations and are 
decidedly opposed to the patronage divi- 
dend or a pro rata distribution of regu- 
lar commission charges collected in ex- 
cess of actual costs of handling the 
product. 

“Co-operative marketing means order- 
ly marketing or merchandising instead 
of ‘dumping’ as has been the custom in 
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the sale of farm products for many 
years. This movement is heartily in- 
dorsed by ex-Governor Lowden, who is 
doing much to promote this method of 
marketing in the interest of a more 
prosperous agriculture for Illinois. 

“Through a broader education of the 
producers as to classes, grades, and the 
demands of the market, marketing costs 
can be reduced to the mutual interests 
of both the producer and consumer.” 


Cotton and Hay in Alabama 


From A. E. Jackson, Superintendent 
of Banks, of Alabama: ‘We have two 
associations in this state, the Alabama 
Farm Bureau & Cotton Association, and 
the Alabama Farm Bureau Hay As- 
sociation. The former is a non-profit, 
non-capital co-operative marketing as- 
sociation, organized to handle cotton for 
its members in Alabama. Every cotton 
producer in the state is entitled to exe- 
cute a contract to market his cotton 
through this association. The Alabama 
Farm Bureau Hay Association is an 
association organized on similar plans 
to handle hay for their members. Both 
of these associations are handling their 
products on a commodity basis, and they 
serve the whole state. 

“They are very glad indeed that the 
support given them in Alabama both by 
the state and national banks has been 
very fine. The banks have loaned them 
at different periods of their receiving 
season last fall something over $3,000,000 
at 5 per cent. discount. All of this 
paper has been retired by the Associa- 
tion at maturity, and their relations with 
the banks in the state have been very 
satisfactory. 

“The banks have co-operated by mak- 
ing the initial advance to their members 
of 60 per cent. of the market value at 
the time of the delivery of cotton, 
through drafts on the association with 
the cotton receipts or bills of lading 
attached. They have co-operated fur- 
ther with the association in most cases 
by consenting to allow their customers, 
on whose cotton they hold mortgages, 
to market their cotton through their own 
association. Of course their lien fol- 
lows the cotton into the Association, and 
all money is paid direct to the banks 
from the proceeds of sales of cotton on 
which they had mortgages, and the 
banks report to the association that this 
method of handling their. cotton has 
proved quite valuable to them as a col- 
lecting agency, as the proceeds of all 
sales from the cotton go direct to the 
banks interested. They also report that 
their customers are able to pay them 
much more on their debts due to the 
economical way of handling the sales on 
the co-operative plan and also of get- 
ting the profit for the members by means 
of direct sales.” 


Tobacco in Kentucky 


From W. W. Peavyhouse, Deputy 
Bank Commissioner of Kentucky: “In 
our opinion the co-operative marketing 
plan in Kentucky has proven successful. 


This is the second year that the Burley 
Pool has been in operation and the price 
of tobacco at the present time is very 
satisfactory, averaging probably from 
25 cents to 30 cents per pound. It is the 
opinion of a majority that if it were not. 
for the co-operatice marketing plan the — 
price of tobacco would be much lower 
than it is. The assets of the banks 
under the supervision of this depart- 
ment increased $25,000,000 during the 
past year, which was due, we believe, in 
a large measure to the high price of to- 
bacco, 


xen 
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of hele only automatic 
method ever con- 


ceived for popularizing 
money-saving on an unprece- 
dented scale is provided by 


THE 
HILLBERN 
SYSTEM 


It brings into the banks huge 
mass deposits which increase daily — 
and the cost is only 1%% per annum, 
with an initial outlay of $1 per 
account. 


Accounts are permanent and 
substantial, renewing 
yearly without expense. 


themselves 


Not an advertising scheme—no advertising 
required of licensed banks—we assume all 
risk and expense of introduction—full details 
supplied banks by mail. 


We are sole licensors 


HILLBERN 
THRIFT CORPORATION 


Continental & Commercial Bank Bldg- 
208 South La Salle Street 


CHICAGO 


Copyright, 1928, H. T. Corp. 
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The BUILDING 


PROCLAIMS the CHARACTER 


ODAY modern banks realize that the char- 
acter of their institutions is proclaimed through 
the buildings themselves. It is significant, there- 
fore, that the Bank of Italy, the fastest growing 
bank in the United States west of Chicago, has so 
many branch buildings the architectural distinction 
of which is expressed by Terra Cotta. 

This versatile material possesses a facile power 
for expressing the individuality of a business. 
Witness its achievement in the branch building 
pictured above. Its appearance here clearly por- 
trays the character of the institution within—gives 
a dignified assurance of the strength and relia- 
bility of the Bank of Italy. 


Terra Cotta has many more practical factors to 
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BANK OF ITALY, LIVERMORE, CAL. 
Semi-matt glazed Terra Cotta _ 
OLIVER T. FOULKES, Architect 
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recommend it. No comparable material gives such 
great effect in color and form—at so moderate a 
price. It permits endless choice of design, color, 
and ornament. 

~ And Terra Cotta provides exteriors that are 
practical and enduring. It resists fire, weather, and 
climate. It is permanent as well as beautiful, and 
profitable because it reduces the cost of original 
construction and of annual maintenance. 

Our interesting brochure, “Better Banks,” 
pictures some of the most attractive banks in the 
country. We shall be glad to send this booklet 
and other information on bank construction to 
anyone interested. Address National Terra 


Cotta Society, 19 West 44th St., NewYork, N.Y. 


ORI 


‘Profitable 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 


How the Clearing Houses May Co-operate 


HE Clearing House Section is en- 
deavoring in every way possible to 
help further the work of the Com- 
mittee on Public Education. Un- 
der date of November 29, the Secretary 
brought to the attention of the three 
hundred and twenty clearing houses a 
plan which has been tried out very suc- 
cessfully in Milwaukee. ‘This plan called 
for the distribution of small folders con- 
taining a printed list of the best books 
dealing with modern accountancy, com- 
mercial and business law and subjects 
pertaining to economics and_ general 
banking, by the member banks of every 
clearing house association to their pa- 
trons. 


Results in Denver 


The manager of the Denver Clearing 
House brought the Milwaukee idea to 
the attention of the Clearing House Com- 
mittee of that Association, which Com- 
mittee decided to co-operate in helping to 
further the work of the Committee on 
Public Education. The librarian of that 
city distributed to the clearing house 
banks 50,000 of the small leaflets. These 
were placed in the depositors’ pass books 
and in their monthly statements and 
within a few days after they were dis- 
tributed, the demand for the books was 
so great that every copy was taken from 
the shelves of the main library building 
and all of the branches. In addition, 
other books on related subjects were 
borrowed. The librarian in his report of 
this experiment states that the demand 
was so great that he had to purchase 
five hundred dollars’ worth of new 
books. He is most enthusiastic over the 
plan, as he feels it has been unusually 
successful in his city, and that a great 
deal of good will come out of the idea. 


During the past few weeks Mr. Pue- 
licher, President of the American Bank- 
ers Association has received some very 
encouraging letters from the librarians 
of several cities who are working out a 
similar plan, so that they will be able to 
assist the member banks of the clearing 
house in their respective cities in furnish- 
ing lists of books on the above mentioned 
subjects, to the end that the patrons of 
all institutions in their city may become 
better acquainted with the financial and 
economic conditions not only of our own 
country but throughout the world. 

We should like to see the Clearing 
House Committee of every clearing 
house association co-operate with their 
local librarian as is now being done in 
the several cities mentioned, so that the 
work of the Committee on Public Edu- 
cation may be broadened. 


Newark, N. J. Installs Credit Bureau 


At a meeting of the Clearing House 
Committee of the Newark, N. J., Clear- 
ing House Association held several 
weeks ago, it was unanimously decided 
to install a Credit Bureau in connection 
with the local clearing house association. 
This Credit Bureau will work along lines 
similar to the one now in operation in 
Richmond, Va., and will be under the 
direct supervision of R. W. Emerson, 
the Manager. 

The operation of the Richmond Credit 
Bureau was given in detail in the July, 
1922, issue of the Journal and in the 
Clearing House Section Bulletin for the 
same month, r 

At present a number of county associ- 
ations are working out a plan similar to 
the Richmond and Newark plans, where- 
by they will be able to serve all member 
banks in their counties. The Secretary 
of the Section welcomes the opportunity 
to be of assistance in bringing about a 
bureau of credit in any city interested 
in the idea. 


No Protest Minimum 


For several years the Amercan Bank- 
ers Association has been advocating to 
the banks of the country the use of the 
$20 No-Protest Minimum on their remit- 
tance letters. In practice the amount has 
never been uniform, as a great many 
banks formerly using the $10 minimum 
continue to do so, while many others 
adopted the amount suggested by us; the 
use of the two amounts therefore causes 
considerable confusion. 


The Federal Reserve Board is very nie 
sirous of co-operating with the Associa- 
tion in bringing about a uniform amount. 
The board recently made a survey in 
order to find out the attitude of their 
member banks, the result being that seven 
of the Federal Reserve banks were in 
favor of using the $20 minimum as 
recommended by the Association, and five 
banks voted in favor of the $10 mini- 
mum, due to the fact that in the second 
instance a majority of their members are 
using the latter amount on their remit- 
tance letters. However, the majority in 
favor of the $20 minimum was not large 
enough to warrant definite action recom- 
mending this amount without first mak- 
ing a thorough canvass. 

During the last few weeks the Secre- 
tary of the Clearing House Section has 
written to 200 institutions located in the 
principal cities of the country, asking 
them to make a careful survey of the 
remittance letters received from their 
country bank correspondents in order to 
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find out whether the majority is using 
the $10 or $20 minimum amount, 


The results to date have been gratify- 
ing and in order to make this survey as 
complete as possible, a letter has been 
sent to the secretaries of the 320 clearing 
houses in the country asking them to 
communicate with all members of their 
local clearing house association in order 
to find out which amount they are using 
on their remittance letters as well as the 
amount they prefer—$10 or $20. 


These two surveys will enable us to 
arrive at a definite conclusion as to which 
amount should be recommended to the 
banks of the country. 


Key to the Numerical System 


We still have a limited number of 
copies of the latest “Key ts the Nu- 
merical System’ which has been revised 
and brought up to date. This Key con- 
tains a numerical and alphabetical list 
of banks in the United States and should 
be used by every banking institution in 
the country, as considerable time can be 
saved by using the A. B. A. transit num- 
ber in listing your items. 


The value of the Numerical System 
has been clearly demonstrated in the past 
ten years by its almost universal use. 
If you are without such a Key or are us- 
ing a back number, we urge you to place 
your order at once before our supply is 
exhausted. The cost of this Seventh 
Edition is $2.50 and will be mailed parcel 
post prepaid on receipt of instructions, 
to the Secretary of the Clearing House 
Section of the American Bankers Asso- 
ciation, 5 Nassau Street, New York. 


Special Committee on 
Examinations 


James Ringold, president of the 
Clearing House Section, American 
Bankers Association, has appointed the 
following committee to be known as. 
the Committee on Clearing House Ex- 
aminations: A. QO. Wilson, vice-presi- 
dent, State National Bank, St. Louis, 
Mo. (Chairman); W. D. Vincent, pres- 
ident, Old National Bank, Spokane, 
Wash.; Nathan Adams, vice-president, 
American Exchange National Bank, 
Dallas, Texas; J. R. Kraus, vice-presi- 
dent, Union Trust Company, Cleve- 
land, Ohio; and Wayne Hummer, pres- 
ident, La Salle National Bank, La Salle, 
Ill. The work of this committee will 
consist of furthering in every way pos- 
sible the .extension of the Clearing 
House Examiner System, 3 
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YALE means 
More than Security 


T is quite as important to 
know that the bank locks 
you install will continue to 
function smoothlyyear after 
year, as it is to know that 
those locks represent the 
highest ideal of security. 


Yale Bank Locks have 
never failed in protection 
—that is unquestioned—and 
their exceptional mechanical 
excellence assures the cer- 
tainty of dependable, ready 
action for generations. 


Specify: 
Yale Triple Time Locks 


Yale Side Shaft 
Combination Locks 


Yale Safe Deposit Locks 


Yale Made is Yale Marked 


The Yale & Towne 
Mfg. Co. 


Stamford, Conn., U.S. A. 


James Forsyth, for many years in 
charge of the foreign department of The 
First National Bank, Los Angeles, has 
become vice-president of the California 
Bank, Los Angeles. 

Merchants & Farmers Bank of Kis- 
simmee, Florida, of which J. Wade 
Tucker is president, has enlarged its 


| directorate by electing the following as 


directors: George W. Persons, Marvin 


_M. Miller, F. C. Bryan and Forest Lake. 
_ The latter is president of Seminole 
| County Bank of Sanford. 


The Young Depositor 
and George Williams 


From a letter in the archives of the 
Chemical National Bank 


“When I started in business I sought 
the strongest bank in New York, but I 
had grave doubts whether such a big 
institution would consider a budding 
business man a desirable depositor. 


**To my surprise the president, Mr. 
Williams, received me with genuine 
tterest and cordiality 

my hand and remarked in his quiet, 
kindly way: ‘This bank has been built 
up by such men as you who have come 
to us when their beginnings were small 
and remained with us when their affairs 
grew large.’” 


Close relationship between the Bank and 
its depositors has always been a prime 
consideration. 


Seeking New Business On Our Record 


GHEMICAL | 


NATIONAL 


BANK 


OF NEW YORK. 
Founded 1824 


BROADWAY AND CHAMBERS, FACING CITY HALL 


Death of Milo D. Campbell 


Milo D. Campbell of Coldwater, 
ichi who dropped dead on 


propriety of any special class rep- 
resentation in the supervisory body 


His 


Columbia Country Club, Washing- 
ton, D. C., had only a week before 
taken the oath of office as the “dirt 
farmer’? member of the Federal Re- 
serve Board. His appointment had 
brought to an end a long period of 
agitation over agricultural - repre- 
sentation in the Board and over the 


mise leaves two vacancies in the 
Board, as D. R. Crissinger, appoint- 
ed Governor of the Board some 
time ago still continues acting as 
Comptroller of the Currency pend- 
ing the appointment of his success- 
or in the latter office. 
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LOST—$250,000 
In Your Community 


Is your community big enough to 
employ a total of 800 industrial 
workers? 


If so, and if your community is 
similar to many others, $250,000 
was lost in your community last 
year, 


And $250,000, or more, will be lost 
this year. 


This loss is loss on payroll invest- 
ment—loss caused by money paid 
out as wages not coming back in 
productive effort to the employer. 


Not coming back because the 
workers to whom it is paid do not 
take enough Interest-in-the-Job 
to return value received. 


Not coming back because the 
workers, due to unsound motives, 
believe that the more they get and 
and the less they give, the better 
off they are. 


The average town of 50,000 pop- 
ulation probably has 3200 indus- 
trial workers. And a payroll loss of 
one million dollars per annum! 


These great losses, which affect 


not only employers, but also the. 


employees, and every business 
house, and every bank, can be 
prevented through the practical, 
personal education of workmen to 
inculcate sound motives, loyal co- 
operation and responsibility, | 
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“‘The Viewpoint of the Employee is the 
Most Neglected Asset in Industry’’ 


SHERMAN SERVICE, Inc. 


Industrial Co-ordination—Production Engineering 


NEW YORK BOSTON DETROIT 
2 Rector Street 10 State Street First Nat’l Bank Bldg. 
ST. LOUIS 
314 Broadway 
CLEVELAND 
Park Building 


CHICAGO TORONTO 
208 South La Salle St. 10 Adelaide Street, East 


PHILADELPHIA MONTREA 
1011 Chestnut Street Drummond Building 
This is Number 4 of a series of announcements published to convey a clearer knowledge 
of the value of cordial industrial relations to employer, employee and the community. 
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An able ~ 
Director of Business 
Now available 


HERE is now available a man of 

high executive ability, who for 
many years has been active president 
of a famous concern manufaciuring 
trade-marked food products with a 
world-wide market, amounting to 
millions of dollars annually. 


For the reorganization, or for the 
economical and successful manage- 
ment of a business that requires a 
wide knowledge of marke‘s, sound 
judgment and unusual organizing 
ability in finances, production and 
selling, this man would prove inval- 
uable to bank, bankers, or trust com- 
panies who have such interests in 
hand. 


Highest credentials. All communications 
strictly confidential. 


Federal Advertising Agency 
New York City 


For Sale 


Large Debold i aes safe, dimensions 60 inches 
wide, 45 inches deep, 6 feet 7 inches high, on 
wheels, double outer and inner door, with com- 
bination 21 4% inchx 45 inch x 18 inch burglar 
tool steel chest. 

This safe is in first-class condition, but on 
account of moving into ovr new store, we have 
no furthur use for it, and will sell for a very 
reasonable price. 


M.L. Parker Company, Davenport, Iowa. 


Business Changes 


The Dairyman’s Bank of Valley Ford, 
Calif. has elected the following addi- 
tional officers: C. A. Le Baron, here- 
_tofore secretary and cashier, is now sec- 
retary cashier and manager; A. M. J. 
Badashe, heretofore assistant cashier 


AUDIT BUREAU 
OF CIRCULATIONS 


The business of the Audit Bureau of Circulations (an 
association of publishers, advertisers and advertising 
agencies) is—to verify the circulation statements of 
publications, 

—To analyze the cieHIatibi of publications 

—To-show the advertiser at a glance just how much 
paid circuiation any publication has 

—To show how the circulation was obtained = - 

—In brief to show the advertiser the probable alien 
to him of the publication. 

Twice a year the publisher makes a detailed report 
to the Bureau on forms prescribed by the Bureau; once 
a year experts make an audit which includes an exam- 
ination of all details which may have a bearing in de- 
termining the actual paid circulation. 

So thorough does the Audit Bureau of Circulations 
make examinations that its figures are universally ac- 
cepted as safe and reliable. 

The Journal of the American Bankers Association is 
a member of the Audit Bureau of Circulations and copies 
of its circulation report will be furnished upon request. 


Journal of the American Bankers Association 
New York 


5 Nassau St., 


and assistant secretary, now assistant 
secretary, assistant cashier and assistant 
manager; P. G. Sholz, formerly cashier 
of the Bank of Tomales (now merged 
with The Dairyman’s Bank) is now as- 
sistant cashier and manager of the 
Tomales Branch; H. D. Holly, formerly 


Phone Rector 5080 


FIXTURES FOR SALE 


E are erecting a new 

Banking Office and 
offer for sale these White 
‘Italian Marble and Ma- 
hogany Fixtures, which will 
be ready for delivery about 
August 1, 1923. 


Address_— 


PONTIAC COMMERCIAL 
& SAVINGS BANK 


PONTIAC, MICHIGAN 


assistant cashier of the Point Reyes 
Station Branch of the Bank of Tomales, 
is now assistant cashier and manager of 
the Point Reyes Station Branch; W. Cc. 
Caporgno, assistant cashier at Tomales 
Branch, and A. T. Tiernan, assistant 
cashier at Point Reyes Station Branch. 


The Condition of Business 


HE nature of the revival in busi- 
ness which has been going for- 
ward at a particularly rapid pace 


is nowhere better revealed than 
in the movement of different kinds of 


prices. For several months past prices 
of basic industrial commodities, such as 
the metals, rubber, building- materials 
and petroleum, have been moving up- 
ward rapidly, but in contrast the prices 


Ass Cet Tee slay © oleae 


N DETROIT there are 172 companies listed as having incor- 
porated capitals exceeding one million dollars each. 

Aside from automobiles, accessories, tires, etc., for which 
Detroit is famous, the city is either a world leader or an import- 
ant producer of : 

Pharmaceuticals -- Adding Machines -- Stoves, Ranges and 
Furnaces -- Paints and Varnishes -- Marine Motors -- Machine 
Products -- Tobacco -- Meat Packing -- Brass and Bronze Goods 
-- Lumber and Timber Products -- Structural Iron Work -- and 
Printing. 

The products of these industries are sent to every corner of 
the world. Returning, there is a flow of credits through this 
bank that keeps our officers in close touch with these activities. 


FIRST NATIONAL BANK 


DiE ER OGG MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


of foodstuffs and most other farm prod- 
ucts have little more than held their own, 
and for four months. the general level 
of all prices as shown by the Department 
of Labor index number has changed only 
slightly. 

It has been essentially an industrial re- 
vival and its basis, has been in the in- 
tensive activity in building and the pro- 
duction of railroad equipment and auto- 
mobiles. In the first two of these in- 
dustries the restrictions of the war pe- 
riod created shortages of such magni- 
tude that even the present high rate of 
operations can continue for some time 
before demand is completely satisfied. 
This does not of course mean that the 
present rate of operation will continue, 
for other restrictive forces, such as pro- 
hibitive prices, may become operative. 

The boom in these fields has carried 
with it a considerable degree of general 
prosperity. In the activity of the con- 
struction industry is involved not simply 
the industry itself, but all manufacture 
of building material, from stone, lumber, 
steel and cement, to hardware and paint. 
Active production of automobiles and 
railroad equipment brings activity to the. 
iron and steel industry, the rubber indus- 
try. Workers in these fields become 
spenders and create a market for textiles, 
for more automobiles, for all types of 
retail merchandise. In short the whole 
of business takes an upward turn and 
even the farmer feels the revival as evi- 
denced by sales of mail order houses in 
February 40 per cent. higher than in 
February, 1922, and not far behind the big 
sales of February, 1920, if we make any 
allowance for price changes. 


Farmer and Foreign Markets 


Farm prices, with the great-exceptions 
of cotton, sugar and a few others, in- 
fluenced by short crops, have not risen 
with other prices. The reason is diffi- 
cult to explain satisfactorily except on 
the ground of the absence of any power- 
ful propulsion upwards such as has 
been operating in industrial fields. The 
commonly cited reason for the lag im 
prices of farm products behind other 
basic commodities is the absence of for- 
eign markets. The talk on this matter 
has been so hazy that a review of the 
facts is desirable: i 

The primary fact in this connection 1s 
that exports of farm products are now 
considerably larger in physical volume 
and in proportion to the country’s total 
output than they were before the Euro- 
pean war. 7 

The proportion of various domestic 
crops exported is shown in the follow- 
ing table from the Federal Reserve Bul- 
letin. Besides farm products the table 
shows the proportion of exports of a 
number of other basic commodities. 


| 
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Percentage of Domestic Production Exported 
1920 19 1 


Commodity 1913 922 
MEMEO HULME 5 aialers sis pie eta & 13.0 24.7 34.4 19.2 
Mvineat flour .....«<s 10.5 18.1 13.9 12.0 
MEMRIIMT SS cicl> sigs’: cies oc 1.9 6 AD 7 
BGTROD Mr ew els vais av0'e ss 60.8 45.8 81.4 61.4 
BPAHACCONS cs ices ss 46.6 29.6 48.2 32.5 

Ot aR eagerness 9 Pog) 8 <0 
Poskeand jJard ...... 15.9 24.3 24.9 20.6 
Bituminous coal..... 3.8. 6.0 5 Oi aae2 
BEBUDECA i ciec senso <s 66.8 45.6 *117.9 66.5 
BEASOLING 2.0000 0c0000 O78 es. 1 10:37 933 
IRGFOSENE os. ccs cece S782 (oseD 38.5 38.8 
Gas and fuel oil .... 96 9.3 8.7 6.5 


Three facts stand out clearly in this 
table: (1) The proportion of exports of 
farm products in 1922 was in general 
larger than in 1913. (2) The proportion 
of exports was somewhat smaller than 
in 1921, particularly in the case of wheat. 
(3) Other basic commodities. show in 
general a less favorable export position 
than farm products. 

These facts seem to make it clear that 
the relative prices of farm products and 
other basic commodities is to be sought 
in domestic rather than foreign causes. 
Probably the reaction from shortage con- 
ditions in industry has much to do with 
high prices of commodities basic to in- 
dustrial production, while on the other 
hand there has been no accumulated 
shortage of foodstuffs. 


Leaving the Farm 


The Cornell University branch of the 
Department of Agriculture, as the result 
of a survey, reports that during the 
past 12 months about 34,000 men and 
boys left the farms of New York State 
‘to work in towns and cities and only 
one-fourth as many left the cities to go 
to work on the farms. The estimated 
number of people on the farms de- 
creased 4 per cent. during the year, a 
rate of movement exceeded only once 
in recent years, in 1917. This move- 
ment from farm to city does not neces- 
sarily mean that the country is going to 
the dogs. There has been such a move- 
ment for many years. In New York 
State, for example, there are now about 
two-thirds as many people living on the 
farms of the state as there were in 1840. 
Throughout the country the proportion 
of the population engaged in farming 
has steadily decreased. The truly signi- 
ficant fact in this connection is that the 
production of farm produce per capita 
of total population is as large as it was 
the middle of last century. More effi- 
cient farming methods have reduced the 


| proportion of the population needed on 


the farm. 

However, while we may find logical 
explanation for the movement from the 
farm in general this year’s exceptional 
movement is of course evidence at pres- 
ent of unsatisfactory rural conditions. 


The British Farmer 


The farmer in England has faced 
much the same conditions as the farm- 
er here. The following quotation from 
a speech of Sir Herbert Hambling 
shows the situation: 

“TI wish the Chairman had had more 


*Exports greater than production, due to 
marketing of stocks carried over from previous 
vear, 


time to deal with the question of Agri- 
culture. That today is a very burning 
question, and I cannot help thinking 
that unless the Government can do some- 
thing, there is a very bad future for 
farmers and the agricultural interests in 
this country. At the present time, al- 
though, as the Chairman suggests, some 
relief in rating, some concession as re- 
gards freights, will do something, it will 
not do enough. The farmer today is in 
this position, that he cannot produce at a 
profit the corn (wheat) that he grows. 
He has not got down to an economic 
wage at the present time. The wages of 
the East Anglican farm laborers are 
now 25s. a week—25s. a week for a 


Making 
Suit Cases 
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laborer and his wife, and perhaps three 
or four children. ‘Think of that: yet 
even that wage is more than the farmer 
can afford to pay. The unfortunate la- 
borer can hardly exist and I cannot help 
thinking that the big fall that has taken 
place in the wholesale article has not 
been properly reflected in the retail arti- 
cle. I do not think you can buy as much 
as you should for your money. Some- 
thing will have to be done for the farm- 
ing industry, or they will as a body re- 
fuse to grow corn. Financially, they will 
pull through, but they will lay down 
their fields to permanent pasture, they 
will get rid of 50 per cent. of their labor 
and of their horses.” 


SeSeseSeSeSeSeseSreSe5e5e2 


the largest market in the United States for 


Trunks and Bags 


A. During 1922, despite rather unfavorable con- 
ditions, the aggregate volume of business in 
trunks and bags was more than five million 
dollars. St. Louis sales for 1922 on all principal 
lines of trade totaled $1,326,793,000. The year 
1923 will likely far exceed this amount. 


@. Banks, corporations and individuals requiring St. Louis 
connections are invited to avail themselves of the modern, 
comprehensive service offered by the Mercantile Trust 
Company —a service which is helping to increase the vol- 
ume of St. Louis business. 

Real Estate Loan Safe Deposit 


Real Estate Savings 
Public Relations Trust 


splendidly equipped Banking 
epartments insure @& Bond . 
satisfactory service. Corporation 


Mercantile T 


Member Federal. FESS 
Rereive dyrtem - —=<Ly y, 
E-IGHTH AND LOCUST 


see = US Government 
Jizpervirion 
—-TO ST. CHARLES 
SAINT LOUIS 


Capital and Surplus $10,000,000 
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The Building Boom 


Building permits granted during Feb- 
ruary in 149 cities reached the largest 
figure on record for that month and 
were larger than the monthly average 
for 1922. The gain over February, 1922, 
was 63 per cent. 

An estimate of the probable value of 
construction in 1923 published in the In- 
dex of the Associated General Contract- 
ors of America places the total at over 
five billion dollars as compared with less 
than four billion in 1922. A large in- 
crease is predicted in construction of 
business buildings, schools, and public 
buildings, and religious- and- memorial 
buildings; and a decrease in. residential 
building. The following table compares 
estimated totals for 1923 with computa- 
tions for 1922. 


Classification 


Estimate for 
1922 1923 
erearere $1,788,011,733 $1,586,006,000 


Residential 
Business © «2. sr 661,526,933 993,930,000 
Schools and pub 
lic buildings . 452,393,867 870,034,000 
Industrial ...... 433,466,800 548,037,000 
Religious and me- 
morial “neces 114,716,667 430,724,000 . 
Social and recre- 
ationalecaeists 146,223,600 428,399,000 
Hospitals and in- 
stitutions 115,505,067 259,414,000 
Total ercsiaa $3,711,844,667 $5,116,544,000 


Building Costs 
\ 
The large amount of actual and pros- 
pective building has forced the produc- 
tion of materials to record figures and 
raised prices to the point where it now 
costs about $10,000 to build a home that 
would have cost $5,000 before the war. 
In the past year prices of materials have 
increased about 25 per cent. Wages 
were never reduced appreciably from 
1920 levels in the building trades and 
have stiffened recently. Not only have 
prices, both of materials and labor, in- 
creased, but considerable difficulty has 
been experienced by builders in getting 
materials and workers for certain types 
of construction. 


Limiting Public Building 


On March 16 Secretary Hoover sent 
the President a careful analysis of the 
current building situation in which he 
recommends curtailing the amount of 
public building in order to make the 
situation easier for private builders. 
Secretary Hoover argues: 

“For the Government to enter into 
competition at the present moment will 
give no additional employment to labor 
and no additional production of mate- 
rials, but must in the broad sense in the 
end displace that much private construc- 
tion. The Governments, nationally and 
locally, are in a much better position to 
hold construction work in abeyance than 
are private concerns, and are in better 
position to speed up in times of less de- 
mand, as we did in the last depression as 
the result of the unemployment con- 
ference. We can by this means con- 
tribute something to a more even flow of 
employment not only directly in con- 
struction work, but in the material 
trades.” 


He concludes his letter by recom- 
mending that different divisions of the 
Government undertake no new construc- 
tion for the present and slow down work 
now in progress, 


Automobile Production 


‘Along with the building boom has 
gone record production of passenger au- 
tomobiles. The rate of production for 
February set a high figure of 11,000 cars 
per’ working day and in spite of the 
shortness of the month the total output 
has been exceeded in only one previous 
month, June, 1922. 

A curious feature of current produc- 
tion is the fact that production of trucks 


The Hew Nicollet Hotel 
Minneapolis, Minn. _ 


[ia Bi 
ft 7B 


ili 


iealay 


with previous figures. As in the case of 
building, the greatest demand is from in- 
dividuals. The demand for dwellings is 
paralleled by the demand for passenger 
cars, 


Production Generally Higher 


The dailyoutput of pig-iron and steel 
ingots was higher than at any time since 
the business recovery began in midsum-~ 
mer of 1920. Cotton consumption in 
mills producing thread and cloth, wool 
consumption, sugar meltings, wheat flour 
milled, cement production; all these and 
is not exceptionally large as compared 
other commodities are running well 
above normal. 


ine 


oie Si eon Ses — 
Holabird & Roche 
Architects, Chicago 


We Helped Minneapolis 
Finance This Hotel 


4] Knowing one’s limitations is wisdom. 


Minneapolis knew she needed a new, 
= distinctive hotel of 635 rooms. 


She knew such a hotel would cost 


$3,500,000. 


{] She knew, too, she could not afford to 
fail—for one failure in such a financial 
project means the loss of that project. 


So, Minneapolis played safe by calling in the 
' Hockenbury System Incorporated to direct the 
financing of their New Hotel. 


q One week and the job was done ! 

q Has your city a hotel financial problem ? 
Have you read “Modern Hotel Financing ? 

q It’s an interesting story, on an interesting sub- 


yects 


Your copy is waiting. 


It’s free! 


‘hel lockenbur) SYstem Incorporated 


Penn-Havris Trust Bldg. Harrisburg,Penna, = 


=] 


= 
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MERTON L. COREY 


New Member of the Federal Farm 
Loan Board. 


Car Shortage Growing 


Active business has been reflected in 
heavy freight ‘movement and the re- 
ported shortage of freight cars has in- 
creased. from about 70,000 to 85,000 cars. 
Freight delay is frequently reported, 
particularly in the case of building ma- 
terials. A truly serious shortage of cars 
will be difficult to avoid if there is no 
let-up in business expansion as the usual 
seasonal increase in shipments takes 
place. There has been much improve- 
ment in recent months in operating effi- 
ciency but there are distinct limits to 
such improvements; the roads are still 
short of equipment, and traffic has been 
running ahead of all previous records 
for the season of the year. 


Financial Position Sound 


Business expansion continues to go for- 
ward with only moderate additional ex- 
tensions of bank credit. Loans of banks 
for commercial purposes have risen by 
perhaps a billion dollars, or between 5 
and 10 per cent., in the past few months, 
but this increase has been partly offset 
by decreases in investments held by 
banks, so that the total amout of bank 
credit outstanding as measured by the 
total loans and investments of banks 
shows a smaller increase. Thus far the 
banks have been able to take care of the 
needs of business with little additional 
borrowing from the Federal Reserve 
Banks. In the past 30 days there has 
been a negligible increase in the total 
earning assets of the System. 

One of the most hopeful aspects of the 
situation is the cautious attitude of most 
business men. The note of warning 
against credit inflation is being sounded 
constantly, and that speculative over- 
confidence which led to such disastrous 
results in 1920 is almost absent today. 
We no longer feel that the war so al- 
tered economic laws as to place business 


on a plateau of continuous prosperity. ~ 


A High Honor Accorded 


The Inventor of 


C “She 


Bisley 


DWARD LONGSTRETH 
Medals are given by the Frank- 

lin Institute of Philadelphia in re- 
cognition of such great scientific or 
mechanical achievements as are found 


New Improved 


to be a valuable contribution to civilization. The Institution 
selects its own subjects for investigation and medals are given 
only after thorough research and proof of the article’s merit. 


The Edward Longstreth Medal of Merit was recently awarded 
Mr. E. J. Brandt, Inventor of the Brandt Automatic Cashier. 
Another honor of which we are proud is the endorsement of 
Brandt Automatic Cashiers by over 26,000 users from Main 
Street to Broadway. 

The reason bankers find the Brandt a wise investment is because it saves 


time, assures accuracy, is simple and durable—a great improvement over the 
old head and hand method of making change. 


Have your secretary mail the coupon for copy 
of booklet: ‘“‘When Minutes Mean Dollars.’”’ 


C~Jhe 


New Improved 


fa ae eae eae Serving Bankers, Retailers, Paymasters : 
BRANDT MANUFACTURING CO. 102 wi Nain Street, Watertown, Wis. 


Send Copy of Booklet: ‘“When_Minutes Mean Dollars’’ 
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Mexican Banking 
(Continued from page 664) 


has been felt in Mexico since the estab- 
lishment of the monetary system of the 
country on a purely metallic basis. Not- 
withstanding the high rates of interest 
which the banks at present in operation 
charge on their loaning transactions, it 
is evident that their profits are not in 
proportion to their interest charges, 
since a considerable amount of cash 
against deposits must be held by every 
conservative institution. This is done in 
order to promote confidence among de- 
positors and to keep the banks as liquid 
as possible in case of emergency. 


No Signs of Development 


With the exception of the opening of 
a small banking house in the port of 
Salina Cruz and branches of the Bank 
of Montreal in Veracruz and Puebla, no 
reports have been received which would 
indicate that there exist signs of bank- 
ing development in Mexico at present. 

As stated before, the establishment of 
a central bank of discount and issue has 
been discussed in Mexico since the 
Querétaro Convention, but not until the 
beginning of 1923 were definite steps 
taken by the government in the matter. 
Article 28 of the Querétaro Constitution 
provided for the establishment of a sole 
bank of issue, “intended to meet the de- 
mand of the economic evolution of 
the country and to avoid the abuses re- 
sulting from a plurality of banks of is- 
sue and the economic disturbances which 
such a system produced.” A recommen- 
dation for an amendment to that article 
was, however, proposed by the Execu- 
tive, in a bill submitted to the Mexican 
Congress on February 1, 1921, the pro- 
visions of which postponed the establish- 
ment of' the sole bank of issue provided 
for in article 28 of the Mexican Consti- 
tution of 1917, and authorized the Presi- 
dent to establish instead, not to exceed 
eight minor banks of issue in various 
cities of the Republic. 

This bill was not approved by Con- 
gress, but on January 20, 1923, a law 
was enacted providing for the establish- 
ment of a single bank of issue. Hopes 
have been expressed in Mexico that this 
institution will be in operation within a 
short period of time. According to the 
project, the bank will be called the Banco 
de México and will start operations with 
a capital of 25,000,000 pesos which may 
be increased to 100,000,000 pesos. The 
charter of this institution is to be grant- 
ed for 15 years subject to renewal by 
legislative decree. The Federal Govern- 
ment of Mexico will own 51 per cent. of 
the captial and the profits of the institu- 
tion will be distributed in a like propor- 
tion. The Board of Directors will be 
elected by the private stockholders, but 
the government will appoint the Mana- 
gers and the Secretary of the Treasury 
will act as the Chairman of the Board. 
Furthermore, the government will have 
the right to vote on the resolutions of 
the Board when they refer to any trans- 
action amounting to 5 per cent. of the 
bank’s capital or when the operation is 


Guaranties of Security 


“The People’s 
Messenger”’ 


195 Broadway 


he research establishment of the 
American Telphone and Tele- 
graph Company is one of the 
most extensive in the world. Its 
work results in economies, in- 
creased efficiency and new 
developments. 


The stock of the company is that 


of a nation-wide system, highly 
diversified, dependent on no one 
company or section of the 
nation. It is the outgrowth of 
a service which is indispensable, 
and for which there is no sub- 


stitute,and of a business which is 


relatively independent of pros- 
perity or depression. 


These things are guaranties of 


security and safety. 


A.T.&T. pays 9% dividends 
on over $700,000,000 of stock 
outstanding. Today the 
stock can be bought in the 
open market to yield ap- 
proximately 7%. Full 
information sent on 
request. 


SECURITIES CO. ine 


D.F. Houston, Pres. 
NEW YORK 


April, 1923 
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of such a nature that it might result in 


_ affecting the economic status of the coun- 


try. The government will also have the 
right to vote on operations entailing new 
issues of bank notes. According to the 
proposed plan, the notes of the Banco 
de México will have free circulation and 
the public will not be compelled to ac- 


’ cept them. The total amount of notes 


issued added to the deposits payable on 


demand or within three days, shall not 


exceed twice the amount of cash and 
bullion on hand. As a compensation for 
the note issue privilege, the Banco de 
México will allow interest on govern- 
ment’s balances, at the rate equal to one- 
third of the discount rates fixed by the 
bank, provided that such rates do not 
exceed 12 per cent. per annum. The 
government is responsible for the pay- 
ment of the bank’s notes according to 
another provision of the plan and the 
Federal Government will have the right 
to purchase all shares in the hands of 
private individuals after 15 years of op- 
eration. 


Not Like Our Reserves 


Although it has been repeatedly 
stated in several papers that the project 
for the establishment of a central bank 
in Mexico has been patterned after the 
American Federal Reserve system, ac- 
cording to the provisions of the proposed 
law no indications can be found that 
such connection exists. It is only nec- 
essary to understand the influences af- 
fecting the framers of the project when 
they considered it, in order to reach the 
conclusion that the project is “almost 
totally European, as it has many points 
of similarity with the European type of 
official banking institution. 

In the first place, the law providing 
for the establishment of the Banco de 
México was not approved after a period 
of analysis and discussion of financial 
conditions prevailing in that country. 
This law is not a result of investigations 
made by a certain committee of experts 
but a product of short discussions be- 
tween the legislative and political bodies 
of Mexico and it can hardly be con- 
sidered as the adoption of a well defined 
system intended to rebuild the credit ma- 
chinery of Mexico on a sound and solid 
basis. 


Co-operative Marketing 


The situation in regard to co-operative 
marketing in North Dakota is thus 
summed up by W. C. Macfadden, Sec- 
retary North Dakota Bankers Associat- 
tion: 

“Efforts in connection with co-operat- 


_ing marketing in North Dakota have not 


been very successful. This has been a 
live subject for forty years to my knowl- 
edge out here and all sorts of plans have 
been proposed and attempted, but we 
have yet to learn of something that will 
bring the desired results. A new organ- 
ization has just been formed for the pur- 
pose of regulating prodsction and mar- 
keting. The plan of this new organiza- 
tion is to interest all farmers and busi- 
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VER 400,000 individuals 
in 1922, used 


American Express 
Travelers Cheques 


The American Express chain of. International Offices 
circle the globe. 


90% of American travelers abroad use them. The 
expert traveler’s first move in a foreign land is to establish 
connections with the American Express Office, agent or 
representative. It is his direct and personal connection 
with home. He gets his mail there, learns of local condi- 
tions, changes his travelers cheques into the money of the 
land, meets other Americans; and, most important, he 
knows that whatever his needs or desires, personal or busi- 
ness, American Express can and will offer ready and expert 
assistance with truly American efficiency and pleasure. 


This is the result of many years experience. International 
crises, war, financial and business panics, have proven the 
splendid service to travelers of these foreign offices of 
American Express. It is a name, as it is a service, to keep 
close to abroad. 


The reputation of American Express as an International 
Banking and Travel Institution in every country of the 
world has made American Express TRAVELERS 
CHEQUES the recognized and insured money of all 
nations. Better than good American gold — because 
they are safe. 


Responsibility for the peace of mind and financial 
protection of the American traveler abroad begins 
at the bank which sells him his travelers cheques. 


AMERICAN EXPRESS CoO. 
65 BROADWAY, NEW YORK 


29 Luckie Street, Atlanta, Ga. Market Street at Second, San Francisco, Cal. 
Ninth & Locust Street, St. Louis, Mo. 32 North Dearborn Street, Chicago, Ill. 
231 St. James Street, Montreal, Canada 


INTERNATIONAL BANKING—SHIPPING AND TRAVEL 


ness men, including bankers, so that ar- 
rangements can be perfected for holding 
back grain and feeding it out so that the 
price will be regulated. It looks to me 
like an impossible proposition and yet it 
is the only plan to my mind that will 
work out so far as grain is concerned, 
but the trouble lies in interesting all of 
the farmers, bankers, etc., and in having 
them follow the instructions that are 
given. The price of grain can never be 


regulated until it is held back, either in 
public warehouses or on the farms, and 
marketed in an orderly manner so that 
the price will be maintained. As it is 
now, the bulk of the grain is thrown on 
the market in a very short period im- 
mediately after threshing, and then when 
the grain is in the hands of the specu- 
lators it is manipulated to suit their in- 
terests without giving any consideration 
to the farmer.” 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


MACHINE THAT 


Will Protect ALL the 
Essential Parts of Your 
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‘“~ Advertising 


A heavy semi-steel casting. 
Sold to one bank only in any 
town or city. ° 
They. bring local, as well as. tour- 
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points on highways entering your 
city. They also advertise the city in which you live. 
hey are furnished with any lettering desired. Can also be supplied for mer- 
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239 Rock St. Established 1876 Mankato, Minn., U.S.A. 
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FOR OUR PAINSTAKING ATTENTION 


AMERICAN BANK SUPPLY CO. 


OPERATED AND CONTROLLED BY 
THORNTON-LEVEY CO. 


BANK OUTFITTERS 


INDIANAPOLIS, INDIANA, U. S. A. 


THE VACATION BANKING CLUB will increase your savings accounts 
both in number and volume. Now is the time to make arrangements to 
start. We will gladly submit specimens and full information without 
obligating you in any way. And the small cost of installing the com- 
plete outfit will surprise you. ~ 


When writing to advertisers please mention the ‘Journal of the American Bankers Association.” 


“Many losses to banks are the result of carelessness, and indifference 


to warnings. 
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Why Your Own 
Bank Has 
Not Been Robbed! 


Catirornia, Los ANGELES.—I. N. Van Nuys Building. 

CaLiForNIA, SAN Francisco.—First National Bank Build- 
ing. 

Cotorapo, DenveR.—421 Cooper Building. . 

District oF CoLumsBia, WasHINGTON.—500 
Building. 

Fiorirpa, Miam1.—220-221 Calumet Building. 

GEorGIA, ATLANTA.—921-22 Healey Building. 

ILLINOIS, Cxuicaco.—1050 Otis Building. 

Towa, Des Mornes.—609 Observatory Building. 

LovIsIANa, New Or.eans.—930-932 New Hibernia Bank 
Building. 

Maryianb, BaLtiMore.—Fidelity Building. 

MASSACHUSETTS, Boston.—201 Devonshire Street. 

MICHIGAN, Detroit.—Dime Savings Bank Building. 

MINNESOTA, Minneapouis.—McKnight Building. 

Missourr, Kansas City.—Ridge Arcade Building. 

Missourl, St. Louvis.—Railway Exchange Building. 

NEw YorK, BuFFaLo.—D. Morgan Building. 

NEw York, New Yorx.—Woolworth Building. 

Onto, CinciInNATI.—1012 Keiths Theatre Building. 
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bank’s protection. 
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Outo, CLEVELAND.—Swetland Building. 

OxLaHoMA, OKLAHOMA City.—908 Colcord Building. 

OREGON, PorTLanp.—Yeon Building. 

PENNSYLVANIA, PHILADELPHIA.—Widener Building. 

PENNSYLVANIA, PittspurGH.—Commonwealth Building. 

TENNESSEE, Mempuis.—Bank of Commerce and Trust 
Building. 

Texas, Datias.—Dallas County Bank Building. 

Texas, Houston.—Union National Bank Building. 

TEXAS, San Antonio.—Gunter Building. 

Urtan, Sat Lake City.—301-302 Tribune Building. 

VIRGINIA, RicHMOND.—Virginia Railway and Power Build- 
ing. 

WASHINGTON, SEATTLE.—L. C. Smith Building. 

WASHINGTON, Spoxane.—Old National Bank Building. 


FOREIGN OFFICES OF THE WILLIAM J. BURNS 
INTERNATIONAL DETECTIVE AGENCY, INC. 


Canapa, MonTREAL.—Transportation Building. 
CANADA, VANCOUVER.—605 Vancouver Block. 
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PROTECTIVE 


my 


DEPARTMENT 


L. W. GAMMON, MANAGER 
Five Nassau Street, New York 


MARCH PROTECTIVE WORK 


Why Your Bank Hasn’t Been Robbed! 


Has it ever occurred to you that perhaps the 
only reason why your bank has never been held 
up during the day or blown by night is because 
bandits have never happened to pick it out? 

That possibly your bank has thus far escaped 
not because of the strength of the protection you 
have thrown about it during the day, or at night, 
but merely because you have had good luck? | 

There are thousands of banks in the country 
which should be better protected both during the 
business hours and during the closed hours. 

Study the possibilities of a hold-up and take 
precautions against the danger of surprise. 

Frequently call into consultation your lccai 
criminal officers, if in a city, or the sheriff of your 
county, if in a village; ask them to consider the 
situation of your bank and suggest protective 
measures, and then act upon their advice. 

Every precaution within reason is not only 
worth while taking but you are morally bound to 
give the best possible protection to your bank. 


WARNING 


ROBERT RIDER 


BOGUS CHECK OPERATOR ACTIVE 


Robert Rider Again Active After A Lapse Of Almost 
A Year 


ROBERT RIDER, after carrying an account with a mem- 
ber bank in Boston, Mass., for a short period, deposited a 
hogus check for a large amount and later withdrew against it. 
Several banks in Boston and vicinity were defrauded. Our 
detective agents’ Boston and New York representatives have 
been called upon to investigate the case. 

On March 3, 1923, our detective agents’ St. Louis repre- 


sentatives had reported to us the operations of Curtis E. 
Miles, Jr.. who defrauded a St. Louis, Mo., member bank by 
the use of a bogus check. Our agents recognized the work 
of Miles as that of Rider who had been inactive up to this 
time. The photograph of Rider, which is being reproduced 
above was positively identified as Miles. Rider, alias Miles, 
is described as being 37 years of age; 5 feet 10 inches, tall; 
weight 180 to 190 pounds; heavily built; florid complexion; 
smooth shaven, scar on upper lip as if from an operation. 
A specimen of his writing is shown below. | 


bli Wee 


U. 8S. GOVERNMENT CHECKS USED. 


_Departnsnt of ‘the Interior 
UL S. Geological Burcau a 


oe ae &. 


a Lee. Sa 
i je Kes LP 
HELD Peewee 


_, MELO Seawicr PORN S-« 


A gang of swindlers representing themselves as government , 
officers are using checks supposedly issued by the government, 
which in reality are bogus. We are reproducing herewith a 
facsimile of one of the checks issued. It will be noted that | 
it reads U. S. Department of the Interior, U. S. Geological | 
Bureau, Washington, D. C., but this department is known 
as the U. S. Geological Survey. Department of Justice | 
Agents are endeavoring to locate these operators who have 
been active in the middle west and south. The names used | 
are numerous, some of which are Robert B. Keith, R. E. | | 
Nunley, J. W. Henden, Hardcastle, McKendrie, Fowler, | 
Singleton, etc. One of the operators is described as being | 
40 years of age, 5 feet 7 inches tall; weight 155 pounds; | 
sandy complexion; smooth shaven; wore brown corduroy 
suit and cap. | 
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AND FORGED CHECK PASSER 


BOGUS 
a WORKING 

JAMES ANDREW, a Greek, is reported as defrauding 
-member banks in Brooklyn, and New York, N. Y., by the use 
‘of bogus and forged checks. By answering an advertisement 
in the daily papers for part space in a store for rent, the 
operator is successful in making the acquaintance of a busi- 
ness dealer who is usually of the same nationality. Andrew 
soon persuades the Greek dealer to introduce him to his bank 
where he opens an account with a bogus check drawn on a 
Detroit, Mich. bank. The operator will always endeavor to 
secure part of the deposit in cash and if successful, will dis- 
appear, but as offtimes is the case, he will be refused. In this 
event he will return the following day with a check bearing 
‘the forged signature of his business acquaintance, a depositor, 
which the bank will readily accept. In each instance the 
operator used the alias James Andrew but the writing can be 
‘mistaken for Andreus. Our detective agents’ New York rep- 
resentatives are now endeavoring to apprehend the operator. 
He is described as being 35 years of age, 5 feet 2 inches tall; 
weight 150 pounds; dark hair and complexion. A specimen 
of his handwriting is being reproduced herewith. 


fame Widen, 


HEATING PLANT SWINDLERS 


Several Banks Defrauded by Purchasing School Board 
.- Warrants 


_ E. J. and M. B. LAWRENCE, claiming to represent the 
Perfect Heating Company, contracted to install heating plants 
‘in schools located in the vicinity of Buffalo and Versailles, 
Mo. Warrants drawn against “Incidental Fund” but not due 
iintil the date specified for installation were issued in payment 
dy the school board. These warrants were sold to banks lo- 
sated in the school’s district, but payment was stopped on the 
late due because no delivery of plant had been made by the 
yperator. Our detective agents’ Kansas City representatives 
ire endeavoring to locate these men. E. J. Lawrence is de- 
scribed as being 60 years of age; 5 feet 10 to 11 inches tall 
ind weighing from 270 to 280 pounds; heavy built; fair com- 
ylexion. 


| BOGUS CERTIFIED CHECKS 


_ By issuing a bogus check of the Central Hyde Park Bank, 
Chicago, Ill., signed D. W. Clark and bearing a forged cer- 
ification, Fay Howard is defrauding local individuals. No 
lescription of the operator is available at the present time. 


_E. C. ALLEN. A party using this name is flooding the 
‘astern states with bogus checks drawn on the Citizens First 
National Bank, Frankfort, N. Y. signed C A Butler, Treas- 
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urer, Butler-Harvey Nursery Company. These checks are for 
small amounts and stamped with a rubber stamp, ‘For Com- 
mission on Sale No.——,” the number being written in with 
a pen. At this writing we are unable to supply a description 
of the operator. 


D. P. ALLEN alias Wm. G. Cullen, is operating with bogus 
checks of the Heib Bros., Machinery Company, St. Louis, 
Mo., signed H. J. Heib and defrauding hotels and merchants 
in the southwestern States. There is no such concern as the 
Heib Bros. Machinery Company in St. Louis. A facimile of 
the operator’s handwriting appears below. 


GEL 


H. H. ANDERSON, alias Harry Reynolds is reported 
as issuing bogus checks drawn on the Elliott State Bank, 
Jacksonville, Hl., purported to be signed by H. H. Anderson 
& Sons, Motor Service. There is no such concern in exist- 
ence in Jacksonville. No description of the operator is avail- 
able at this writing. 


WEBSTER BINGHAM, son of a South Dakota banker, 
taking advantage of his position, has defrauded member banks 
in Minnesota and Missouri by the use of drafts drawn on a 
Brittan, S. D., bank supposedly signed by his father. His 
father has refused to recognize these drafts and will assist 
in his apprehension. The operator is described as being 22 
years of age; 5 feet 10 inches tall; weight, 140 pounds; light 
hair and complexion. A facsimile of his handwriting is re- 
produced herewith. 


Nubeto: Ping has 


JOSEPH BROWN, alias James Brown, alias James 
Doughty is reported as defrauding depositors of a member 
bank in Pitman, N. J., by the use of bogus ‘checks drawn on 
a bank in Glassboro, N. J. No description of the operator is 
available at this writing but we are reproducing herewith a 


specimen of his handwriting. 
Ue 


REV. THOMAS CARROLL and DORA CARNEY. A 
member bank in Wichita, Kansas reports having been de- 
frauded by the use of a check bearing the forged signature 
of a depositor which was issued by parties using these names. 
A comparison of the handwriting established the fact that the 
operators mentioned are working in collusion. Carroll is de- 
scribed as being 40 years of age; 5 feet 10 to 11 inches tall; 
dark hair and complexion; slender build; wore long tailed 


coat giving a ministerial appearance. No description available 
of Dora Carney. 
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R. D. CLARK. This individual presented a forged cashier’s 
check of a bank in Mobile, Ala., at the paying teller’s window 
of a member bank at New Orleans, La. The signature was 
immediately recognized as a forgery by the correspondent 
bank but the operator disappeared before he could be de- 
tained. The operator secured the signatures of bank officers 


Qd Bar 


by purchasing a cashier’s check for a small amount. A speci- 
men of the operator’s handwriting is being reproduced here- 
with. 


CLAYTON H. COLLINS was successful in securing funds 
from a member bank in Portland, Ore. by the use of a 
check bearing the forged signature of a depositor. Our 
detective agents’ Portland representatives investigating the 
case found the location of his relatives in Atlanta, Ga. 
This information was transmitted to our agents’ represen- 
tatives in Atlanta and they are engaged on the investigation. 
Collins is described as being 33 years of age; 6 feet tall; 
155 pounds in weight; black hair; brown eyes; round should- 
ered and pigeontoed. 


ALLAN DAVIS, called on a member bank in Maysville, 
Kentucky, and presented for payment a check in a large 
amount drawn on a bank in Elyria, Ohio, stating that the 
check represented his savings; inasmuch as he was taking up 
his residence in Maysville he desired changing his bank. 
Davis opened a savings and checking account and secured 
part of the amount in cash. The check in question was 
later returned as bogus. Davis is described as 35 to 40 years 
of age; 5 feet 11 inches in height; weight, 150 to 160 pounds; 
dark hair; has appearance of farmer or laborer. 


CLARENCE E. FERGUSON 


Clam KK bap 


CLARENCE E. FERGUSON, alias J. A. Elsass, defrauded 
a member bank in San Francisco and Fresno, Cal. by the use 


of forged checks. Our detective agents representatives in 
San Francisco, Boston and Cleveland are engaged in locating 
this criminal. 


fornia State Penitentiary, San Quentin, Cal. The operator 
is described as being 28 years of age; 5 feet 834 inches in 
height, weight 182 pounds; fair complexion; brown hair; blue 
eyes; occupation, nurse; nativity Connecticut. His bertillon 


measurements are 74.5; 79.0; 99.2; 19.7; 15.4; 6.0; 26.6; 118; 


Our agents learned that Ferguson had been | 
arrested on a similar charge and served a term in the Cali- | 


{ 


8.8; 47.6. A photograph and specimen of the handwriting of 


Ierguson are reproduced herewith. 


WM. H. FIELDS, using such aliases as H. E. Mohr, T. B. 


Jackson. T. A. Sullivan, Bill Sullivan, defrauded a member — 


bank in San Francisco, Cal., by the use of a check bear- 


ing the forged signature of a depositor, his former employer, | 


WM. H. FIELDS 


Fields representing himself to be the depositor, telephoned 
the paying teller instructing him to cash the check which the 
teller did without hesitation. Our detective agent’s San Fran- 


cisco, representatives traced the operator to San Diego, Cal. | 


Our agents’ Los Angeles representatives are now engaged in 
locating Fields. 
of age; 5 feet 10 inches in height; 145 pounds in weight; 
slender build; blond hair; blue eyes. We are reproducing 
herewith a photograph of Fields. 


This individual is described as being 24 years — 


GEORGE HALL alias B.-H. Hall was frustrated byyan | 
alert paying teller when the genuineness of a depositors — 
signature appearing on a bogus check which he presented was | 
questioned. When an attempt was made to verify the en-_ 


dorsement the operator fled. Our detective agents’ Baltimore 
representatives after making an investigation learned that the 
operator called upon the depositor, a local merchant, made a 
purchase and later requested that he be allowed to purchase 
one of the merchant’s checks in a small amount which he 
desired sending to a relative out West. The request was 
granted. In this manner the operator obtained the depositor’s 
signature. 
for this criminal’s appearance. He is described as being 40 
to 45 years of age; 5 feet 5 inches tall; dark complexion. 


Member banks are requested to be on the alert — 


J. M. HOWARD. This individual defrauded a Pateros, | 


Wash., member by the use of a check bearing the forged 
signature of a depositor, a former employer. Our detective 
agents’ Seattle representatives are now endeavoring to locate 


Eri. 
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the operator who, accompanied by his daughter, is reported to 
be headed for New Mexico or Montana. He is described as 
Being 52 years of age; 5 feet 5 inches tall; weight 135 
pounds; gray hair, slightly bald; fair complexion; smooth 
shaven. A specimen of his handwriting is reproduced here- 


J. P. LOYD, alias Albert N. Doty, is operating with checks 
bearing the forged signature of a depositor of a Detroit, 
Mich., member bank. The operator is described as being 26 
to 28 years of age; 5 feet 5 to 6 inches in height; 145 pounds; 
clear complexion; smooth shaven. A specimen of this crim- 
inal’s handwriting is being reproduced below. 


GP bry 
q P Pry de 


JOHN McDONALD caused a member bank in Linwood, 
Kans., to suffer a loss by issuing a check bearing the forged 
signature of a depositor. 
was employed by the depositor for a short time and received 
checks in payment of services rendered. Our detective agents’ 
Kansas City representatives traced the criminal to Aurora, 
N. Y., and our agents’ Buffalo representatives are investigat- 
ing this angle of the case. McDonald is described as being 
40 to 45 years of age; 5 feet 11 inches tall; weight 175 pounds ; 
brown hair; smooth shaven; wears small mustache. 


MRS. P. B. MACKEY defrauded a member bank in 
Houston, Texas, by the use of a check bearing the forged 
signature of a depositor, Our detective agents’ Houston rep- 
resentatives learned through our New Orleans office, that 
she had defrauded a local member bank in a similar man- 
ner. Our agents representatives are actively engaged in the 
investigation. The operator is described as being 26 years of 
age; weight about 160 pounds; dark hair. A specimen of her 
handwriting is shown below. 


na? BMY 


PAUL MARTIZIA, alias A. G. Mikizi, alias P. G. Misica. 
A party using these aliases defrauded a San Francisco mem- 
ber bank by the use of a check bearing the forged signature 
of a depositor, a former employer. Similar checks were 
passed by Martizia while in the employ of the depositor but 
his victims were reimbursed, the amount having been deducted 


The operator, a tramp carpenter, 


from his salary. He is described as being 43 years of age; 
height 5 feet; weight 140 pounds; stocky build; dark com- 
plexion; blond hair; smooth 
waiter. 


shaven; occupation cook or 


ARTHUR H. MILLER, alias Paul E. Wagner, alias H. C. 
Brady, alias Carl B. Miller, after opening a savings account at 
a member bank in Detroit, Mich., with a small amount of cash, 
deposited several bogus checks drawn on Jamestown, Pa., and 
Cleveland, O., banks and was permitted to withdraw against 
these uncollected items. The operator’s description is not avail- 
able at this writing but we are reproducing a specimen of his 
handwriting. 


thar Wille 
We Dates, 


EK. F. MORSE, after securing the confidence of a local real 
estate dealer, was successful in being introduced to a member 
bank in Oakland, Cal., where he tendered a bogus check wh:ch 
the bank readily cashed. At the time Morse claimed to be 
a representative for the Sunrise Washing Machine Company 
on a quest for vacant stores, suitable for branches. The 
operator is described as 42 to 45 years of age; 5 feet 10 inches 
tall; weight, 175 pounds, medium build; dark hair and com- 
plexion; smooth shaven. We are reproducing herewith a 
specimen of the handwriting of Morse. 


ia 


GEORGE L. MURPHY. This individual defrauded a 
member bank at Stockton, Cal., by issuing checks bearing 
the forged signature of a depositor, a former employer. 
These checks were passed on local merchants who did not 
hesitate to cash them, knowing that Murphy was in the de- 
positor’s employ as a carpet layer. Murphy is described as 
being about 23 years of age; 5 feet 10 inches tall; weight, 150 
pounds; slender build; medium pale complexion; dark brown 
hair: combed straight back; dark eyes. A specimen of his 
handwriting is reproduced. 


| dpe % Maange 


BEN NEWMAN, alias H. Price, alias H. Newell. A 
party using these aliases was successful in defrauding a 
Santa Cruz, Cal., member bank by the use of a check 
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bearing the forged signature of a depositor. Newman is 
described as being 40 years of age; 5 feet 9 inches in height ; 
weight, 160 pounds; ruddy complexion; medium build; 
smooth shaven. A _ reproduction of his 
shown below. 


SIU Leen 


J. C. PAYNE, alias Albert Arnold,- is reported. by a 
member bank as having defrauded them by the use of a 
check bearing the forged signature of a depositor. Our 
detective agents’ Los Angeles representatives are endeavoring 
to locate the operator who is described as being 30 years 
of age; 5 feet 9 inches tall; weight, 160 pounds; medium 
build; medium complexion; brown hair. A specimen of 
the operator’s handwriting is reproduced below. 


J. A. PEARSON, operating with checks of the Kemper 
Thomas Company, Cincinnati, O., bearing forged signatures, 
is defrauding banks and merchants in the state of Con- 
necticut. The checks are for very small amounts and the 
dollar and cent figures in the printed portion are separated 
by a comma. In each instance the name of J. A. Pearson 
was used. There is no description available of the operator 
at this time but we are reproducing herewith a facsimile 
of his handwriting. 


J 


G. M. REYAS, alias M. L. Kanwar. This 
after securing merchandize from local merchants tendered 
in payment thereof checks bearing the forged signature of a 
depositor of a member bank in Seattle, Wash. Our de- 
tective agents’ Seattle representatives were called upon to 
investigate the case and were successful in identifying the 
operator as G. M. Reyas. A _ warrant is being held in 
Seattle for his arrest. Reyas is described as being a 
Philippino, 23 years of age; 5 feet in height and weighing 
120 pounds. 


CHAS. ROBERTS. By using a specially printed payroll 
check of the Wagner Electric Manufacturing Co., St. Louis, 
Mo., which is unlike those used by this concern, the operator 
defrauded a member bank in St. Louis, Mo. He is de- 
scribed as being 19 years of age, 5 feet 6 inches tall; weight 
130 pounds; slender build; medium complexion; dark brown 


handwriting is 


adiidual 
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A specimen of his handwriting is -reproduced here- 


Olly Rien 


MISS ROSE ROSENBLATT is being sought by our 
detective agents’ Kansas City representatives. She de- 
frauded a member bank in Kansas City, Mo., by the use of 
a forged check. She is 30 years of age; 5 feet 6 inches in 
height; slender build; dark complexion and hair; straight 
pointed nose, rather large mouth. 


RICHARD W. RUFFIN is reported by a member bank 
in Oklahoma City, Okla., as having defrauded it by the use 
of a bogus check. The check is drawn on the Mine & 
Metals Securities Company, S. A. International Bankers, 
Chihuahua, Mexico, and purporting to be issued by Rich- 
ard W. Ruffin, Agent and attorney in fact for the Ammex 
Syndicate Incorporated, Chihuahua, Mexico. 
scribed as being 48 years of age; 5 feet 11 inches tall; 
weight 225 pounds; stout build; sandy complexion; light 
hair; light blue eyes; smooth shaven. 


MISS GRACE SELLERS caused a member bank in Port- 
land, Ore, to sustain a loss when she cashed a _ check 
bearing the forged signature of a depositor. The operator is 
described as being 30 years of age; 5 feet 5 or 6 inches in 
height; weight, 140 pounds; medium complexion; dark hair 
and eyes. 


FRED SELLS, secured a check issued by a depositor of a 
Fresno, Cal., bank and after forging the indorsement of 
the payee opened an account with a member bank in San 
Francisco, Cal., Sells drew against this account thereby de- 
frauding our member bank. He is described as 40 years of 
age; 5 feet 7 inches tall; weight 180 pounds; dark complex- 
ion; occupation plumber, neat appearance. A specimen of 
his handwriting is reproduced herewith. — 


Se LLL 


A. M. SOLOMON. A party using this alias recently de- 
frauded a member bank in Washington, D. C., by the use of 
a check bearing the forged signature of a depositor. 
scription of the individual is available at this time but a 
specimen of his handwriting is being reproduced herewith. 


a 


EDWARD R. STEPHENS, defrauded a member bank 
at San Pedro, Cal., by presenting a forged withdrawal order 
and a stolen bank book of a depositor. The operator is 
described as being 26 years of age 5 feet 9 inches in height ; 


: 


NN 


. 


Ruffin is de- 


No de- © 


medium build; black hair; olive complexion; wears brown — 


checked suit; mixed gray cap; appearance of seafaring man. 


f 
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DAVID WEISENGER, alias David Weisang, alias David 
Weisberg, is reported as defrauding a member bank in Kan- 
sas City, Mo., by the use of a check bearing the forged 
signature of a depositor whom he endeavored to entice into 
opening a tailor shop as his partner. Our detective agents’ 
Kansas City representatives established the identity of the 
operator and are endeavoring to locate this individual who is 
reported as peddling “‘tailors’ findings and trimmings” in 
and about Tulsa, Okla. Weisenger is described as being about 
35 years of age; 5 feet 10 inches in height; slender build; 


fair complexion; light hair; blue eyes; smooth shaven; 


Jewish features; tailor and peddler by occupation. 


a 
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be 


C. D. WELLS is operating with forged vouchers of the 
Kinlock Telephone Co., St. Louis, Mo., defrauding hotels 
and merchants in Cairo, Ill., and vicinity. He is described as 
being 35 to 40 years of age; 5 feet 7 inches in height; 
weight, 175 pounds; fair complexion; light hair and eyes; 
smooth shaven. A facsimile of the operator’s handwriting 
is reproduced herewith. 


MAgRY M:. WELLS, alias Harry P. Mills. By the use 
of checks bearing the forged signature of a depositor this 
individual was successful in defrauding a member bank in 
Los Angeles, Calif. 


W. H. WHITE. A party using this alias is reported as 
defrauding merchants by the use of bogus checks drawn on 
the Putnum Trust Company, Greenwich, Conn., to which 
he signs the names R. P. Jones; R. P. Jackson; R. P. Mur- 
ray, etc. White is described as 45 to 50 years of age; 5 
feet 11% inches tall; weight 235 pounds; heavy build; ruddy 
complexion; appearance of mechanic. A warrant for the 
operator’s arrest is being held by the Chief of Police of 
Stamford, Conn. 


CHAS. W. WILLIAMS, using such aliases as J. W. 
Williams, and F. Forster, defrauded a member bank in 
Palmyra, N. J., by the use of a bogus check drawn on a 
Philadelphia, Pa., bank. Local merchants cashed similar 
checks for this operator who received merchandize and 
cash in return. No description of the operator is available. 


HARRY J. -YARDLEY 


HARRY J. YARDLEY, alias P. D. Shaw. This individual 


defrauded a San Francisco, Cal., member bank by the use 
of checks bearing the forged signature of a depositor. Shaw 
was at one time employed by this depositor. Our detective 
agents’ San Francisco representatives learned the true iden- 
tity of the operator as Harry J. Yardley. He is described 
as being 29 years of age; 5 feet 7% inches in height; 
135 pounds in weight; slender build; brown hair; hazel eyes; 
smooth shaven. A photograph of the operator is reproduced 
herewith. 


BANK BANDIT CAPTURED 


FRANK L. BRUMLEY 


On January 9th, three bandits entered a bank at Hinton, 
Oklahoma, and forced the cashier and his assistants into a 
vault, secured a considerable amount of money and_ bonds 
and made their escape in an automobile. 

Our detective agents, Kansas City representatives, 
mediately took up. the case and working in conjunction with 
local authorities caused the arrest of one of the bandits who 
is known as FRANK L. BRUMLEY. 

The identity of his companions is known and it just a 
matter of time when they will be apprehended. 

Brumley, whose picture is reproduced herewith is described 
as being 27 years of age; height, 5 feet 8% inches; weight, 
148 pounds; eyes, dark brown; hair, dark brown; complexion, 
ruddy; build, slender. 


im- 


ARRESTED 


ANTHONY ANTUSAK, after securing funds from a 
member bank at Los Angeles, Cal., by presenting a bank 
book and forged withdrawal of a depositor, returned for a 
second withdrawal but was detained by the bank officials. 
Our detective agents’ Los Angeles representatives were called 
upon to aid in the arrest. Antusak is now being held await- 
ing trial. 


W. H. CHOATE a farmer living near Hennessey, Okla- 
homa, defrauded a member bank at that point by disposing 
of mortgaged property. The matter was turned over to our 
detective agents’ Kansas City representatives, who were suc- 
cessful in locating Choate. He is now being held, awaiting 
trial, 


MRS. C. A. KEENE. This woman defrauded a member 
bank in Hillyard, Wash., by the use of a forged check. 
Our agents Spokane representatives established the opera- 
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tors’ identity and apprehended her. Mrs. Keene confessed 
to the forgery. The disposition of her case is published 
elsewhere in this issue. 


J. L. McCORMACK was detained by a member bank in 
Atlanta, Ga., when he attempted to cash a forged check and 
later turned over to the local authorities. McCormack ad- 
mitted the forgery to our detective agents’ Atlanta represen- 
tatives who were called upon to aid in the arrest. .The dis- 
position of his case is published elsewhere in this issue. 


BURROUGHS McGRAW was arrested by the local author- 
ities in Los Angeles, Cal., after he had been reported as 
defrauding a member bank in Los Angeles, by issuing a 
worthless check. McGraw was arrested on a previous oc- 
casion for similar charges and sentenced to the Preston School 
of Industry, Waterman, Cal., until of age. The disposition 
of his present case can be found elsewhere in this issue. 


J. C. MAJORS 


J. C. MAJORS, whose photograph is reproduced above, 
was arrested in Bartlesville, Okla., on a charge of participat- 
ing in the holdup of a member bank in Centralia, Okla. 
Majors was returned to Centralia for trial. He broke jail 
and escaped from the authorities at that point. 


J. C. Majors. It was not until he held up a member 
bank at Towanda, Kans., that any direct lead was obtained. 
Our detective agents Kansas City representatives working 
with the local authorities located Majors in Eldorado, Kans., 
where he was placed under arrest. He was positively identi- 
fied and later returned to Towanda for trial. 


SAMUEL PURPLE 


CLEVER FORGER ARRESTED 


SAM PURPLE, using such aliases as George Clark, Joe 
Harris, H. Berman, Harry Elkin, Louis Jaslor, A. Woloshin, 


t 


e 


April, 1923 


was located in Detroit Mich., by our detective agents’ De- 
troit representatives after several complaints had been re- 
ceived from member banks in Detroit, which had been de- 
frauded by the use of forged checks. The local authorities 
aided in the arrest of Purple who later confessed to his 
operations. His photograph is shown herewith. 


THOMAS KENDALL NORTON, alias Frank Norton 
was arrested by the local authorities at San Diego, Cal., on a 
charge of issuing a bogus check on a local dealer. It later ~ 
developed that Norton had passed other checks defrauding 
merchants and banks. He is at present being held for the 
Los Angeles, Cal., authorities. 


JOHN H. RINGELBERG was arrested in Detroit, Mich, 
through -the efforts of our detective agents’ Detroit rep- 
resentatives aided by the local authorities charged with pass- 


ing bogus checks. Ringélberg confessed to his operation and 
is at present being held awaiting trial. 
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JAMES C. RYAN and MRS. L. O. RYAN were arrested 
in Los Angeles, Cal., by the local authorities and a represen- 
tative of a private detective agency on a charge of defraud- 
ing a member bank in Oakland, Calif., by the use of a check 
bearing a forged endorsement. They will be returned to 
Oakland for trial. 


FRANK B. SLIGER was arrested on March 7, 1923, in 
New York City, by our detective agents’ New York repre-. 
sentatives aided by the local authorities, on the charge of 
forging a well known Shreveport, La., citizen’s name to a 
check. Sliger confessed his entire activities to our agents. 
He is at present being held awaiting trial. 


ALVIN WILLETT, on whom an article was published 
for January, 1922, page 51, was located and placed under 
arrest on February 13, 1923, by our detective agents’ Port- 
land representatives, assisted by local officers. 


SYLVIA ZIBNER, after presenting for payment a forged 
check at a Chicago, Ill., member bank, became alarmed and 
fled when a comparison was made with the original signa- 
ture. A description of the operator was immediately sent 
to the local authorities who soon apprehended him. Otiier 
suspects were arrested in the transaction but were later 
released. The operator is still being held under bond await- 
ing trial. 
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New Aspects of Old Problems 


Spring Meeting of the Executive Council of the Association Pro- 
duced a Fund of Information Useful to the Bankers. Long list 
of Subjects Entertainingly Presented. Work and Progress of the 
Association Told by Heads of Officers Commissions and Committees 


HE Spring Meeting of the 

Executive Council of the 

American Bankers Associa- 
tion held at the Westchester-Bilt- 
more Country Club, Rye, New 
York, was a wellspring of infor- 
mation valuable to banking and to 
business. 

The variety of subjects covered 
was large, the range of information 
was wide. The discussions extended 
from great world problems which 
in their major and minor aspects 
have long challenged the attention 
of all business men and statesmen, 


| down through banking, business and 


legislative problems to our own big 
problem of agriculture and finally 
to actual demonstration of farm 
and farm home methods. 


A High Point 


In the forefront of interest was 
an address made by Julius H. 
Barnes, President of the U. S. 
Chamber of Commerce, who while 
primarily speaking about conditions 
in Europe and what is being done 
and what can be done by us for the 
restoration of business over there, 
incidentally made a most impressive 
and commanding presentation of the 
business affairs in our own country. 
Of ranking importance also was 
the viewpoint of Frederick C. 


Goodenough, Chairman of Barclay’s 
Bank of London, who presented a 
view of the overseas financial prob- 
lem and suggested ways by which 
its solution might with propriety, 
and with apparently a good chance 
of success, be approached.  Ger- 
man reparation bonds he said might 
be made marketable if’ secured by 
German assets, and bearing also the 
indorsement of the recipient nation. 


“Slowly,” said President Puelich- 
er, in his address opening the 
Spring Session, “the world is be- 
ginning to realize that the salvation 
of Europe can be attained only by 
the united effort of business men 
and statesmen with the advice of 
well-trained bankers and financiers. 
It seems that in our own case also 
the proverb that a prophet is not 
without honor save in his own 
country holds true. While here 
the position of the banker has been 
questioned and attacked, not only 
by radicals but sometimes even by 
business men in general, a banker 
we are proud to say, has just been 
elected president of the Interna- 
tional Chamber of Commerce, at its 
recent meeting in Rome. ‘This ele- 
vation of Mr. Booth to the highest 
post of international commerce and 
finance is an indication that the 
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world would like the co-operation 
of the American bankers.” 

George W. Dowrie, head of the 
School of Business of the Univer- 
sity of Minnesota, declared that the 
United States should help Europe 
and that such help would be our 
own economic and political salva- 
tion; G. L. Noble, speaking in 
behalf of the Boys’ and Girls’ Club 
work, told the bankers that the 
money which Uncle Sam invests in 
this work is his best investment in 
education since it has returned 
within a year after being made 23 
per cent. in addition to what it will 
mean in increased national wealth 
in time to come. 

Recognizing the great value of 
agriculture to all business and 
recognizing also the bankers’ oppor- 
tunity to help the country through 
extending sympathetic attention and 
intelligent aid to the farmers, there 
was held an agricultural symposium 
in connection with the meeting 
which proved to be one of the most 
valuable as well as one of the most 
interesting of the Spring Sessions. 


The First Session—Wednesday 


A large amount of routine busi- 
ness was transacted at the meetings 
of the various committees and com- 
missions as well as during the ses- 
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sions of the Executive Council itself 
including reports covering activities 
which have from time to time been 
reported in these columns. The 
President’s address at the opening 
of the first session will be found 
elsewhere in this issue as well as 
all the more important addresses or 
matters touched upon in the course 
of the week. 

“The American Bankers Asso- 
ciation is not in New York,” said 
Mr. Shepherd, Executive Manager, 
in his report to the Council. “It is 
scattered throughout the United 
States and our possessions, with a 
membership of over 21,000 banks, 


an organization which to my mind 


has the greatest potentialities of any 
association on earth. The head- 
quarters in New York are simply 
your workshop, designed to crystal- 
lize into action your wishes. It is 
a mill, as it were, grinding out every 
day in the year a service, first to 
the membership, next to the entire 
banking fraternity and next to the 
nation. Only as we approach that 
ideal do we fulfil our function.” 


Thomas B. Paton, made a gen- 
eral report on the work of the Gen- 
eral Counsel’s office which was 
appreciatively received by the mem- 
bers of the Council and he was 
followed by Oliver C. Fuller who 
detailed the work of the special 
committee on taxation relative to 
the legislation amendatory to sec- 
tion 5219 U. S. Revised Statutes, 
which work was covered in an ar- 
ticle in the April issue of the Jour- 
ray. <A rising vote of this was 
extended to the Committee for its 
splendid results. 

Reports of divisions and sections 
were then taken up and: reference 
to them is made elsewhere in this 
issue. 


Second session—Thursday 


A committee of twenty-five ap- 
pointed a year ago to consider 
the advisability of removing the 
Association headquarters from 
New York to Washington, D. C., 
recommended in a report by 
Chairman ~H? J... Haas “that the 
headquarters be continued in New 
York City. The comparative ad- 
vantages of New York and of 
Washington were discussed and 
upon motion of Thomas B. Mc- 
Adams the report of the Com- 
mittee was adopted. Mr. Mc- 


Adams said that he had not 
changed his-personal views as to 
the desirability of moving the 
headquarters to Washington but he 
believed that such advantages as 
would come from a removal of the 


_ headquarters would be largely offset 


by such dissatisfaction as might 
arise. 


Membership 


T. J. Hartman, Chairman of the 
Committee on membership reported 
as follows: 

“In making a comparison of the 
membership I will state that on 
March 31, 1922, there were 1,343 
delinquents, or 5.7 per cent. of the 
total number of members (23,632) 
which we had on August 31, 1921. 
On March 31, 1923, there were 
700 delinquents, or 3.1 per cent of 
the total number of members 
(22,778) which we had on August 
31, the close of ‘our “last” fiscal 
year. For this fiscal year the total 
number of delinquents has de- 
creased 642, or 2.61 per cent. 

“On March 32-1923 ours otat 
membership was 22,079; on April 
20, 1923, it had increased to 22,188. 
On August 31, 1922, the total mem- 
bership was 22,778, leaving the 
membership at this time 590 short 
of what it was at the end of the 
McAdams administration.” 

There was a discussion relative 
to the Banker-Farmer, the organ 
of the agricultural commission and 
its place of publication. Chairman 
Burton M.. Smith of the Agricul- 
tural Commission told the Execu- 
tive Council that it was advisable 
to continue it as a medium of such 
information to bankers and that it 
should be published in Madison, 
Wis., which on account of the Col- 
lege of Agriculture was a source of 
agricultural information and activ- 
ity. Mr. Smith made it plain that 
it was the intention of the Agricul- 
tural Commission to serve both the 
farmer and the banker. 


Third Session—Friday 


The committee on Canadian Re- 
lations reported that it had reached 
a basis of mutual respect, confi- 
dence and good will with a similar 
committee of the Canadian Bank- 
ers Association. 

F. F. Johnson. of Boise, Idaho, 
presented the report of the Insur- 
ance Committee and recommended 


that General Counsel Paton be ap- 


. 
‘ 


4 


pointed an advisory member of the — 


committee. E 

“The Committee,” the report 
read, “has pointed out in a number 
of instances where a policy covered 
a loss with the result that the bank 
made claim for same which was paid 
by the insurance companies in cases 
where the bank had not appreciated 
that it had coverage. 


“In the last annual report of the — 


Committee, reference was made to 


a case then pending in which the — 


Committee believed the insurance 
companies liable. The attorneys 
for the insurance companies con- 


tended that they were not liable — 


while admitting an acetylene torch 
was used on the vault and safe, but 
contending that the safe was not 


locked. One of the burglars was 


later arrested, convicted and sen- 


tenced, and upon his conviction one 


of the insurance companies imme- 
diately paid its share of the loss. 
The bank, however, was forced to 
bring suit against the other com- 
pany with the result that a jury of 


the Supreme Court of the State of — 


New York rendered a verdict in 
favor of the bank. ‘The insurance 
company moved to have the verdict 
set aside which motion was denied 
and an appeal is now pending. 

Judge Paton read the report 
of Elmer A. Onthank, Chair- 
man of the Committee on State 
Taxation, which committee proposes 
to make a study of the tax systems 
of the different states and to make 
suggestions and recommendation of 
remedial legislation for the ap- 
proval of the Association. ‘The 
method of fixing the taxable value 
of bank shares is now under inves- 
tigation. Judge Paton offered new 
by-laws as follows: 


Amendments 


“Amend By-Law VII by making 
the first sentence under the sub- 


heading ‘Committee on Federal Leg- 


islation’ read as follows: 


“The Committee on Federal Leg-- 
islation shall consist of six mem- 


bers of the Executive Council, only 
one from the same state; also the — 


Chairmen of the Committees on 


Federal Legislation of the four 
Divisions of the Association, as ex-_ 


officio members. 


e 


“Amend By-Law VII by making : 


the first sentence under the sub- — 


_ ciation.” 


‘Commission 
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Frederick C. Goodenough, (x) Chairman of Barclay’s Bank, London, with President pene C. Puelicher (right), Walter W. 


Head (left) 


heading ‘Committee on State Leg- 
islation’ read as follows: : 
“The Committee on State Leg- 


-islation shall consist of twelve mem- 


bers of the Executive Council, only 
one from the same state, also the 
Chairmen of the Committees on 
State Legislation of the four Divis- 
ions of the Association, as ex-officio 
members, and shall have in charge 
the consideration of state statutes 


affecting the powers, privileges and 


duties of the members of the Asso- 
These were adopted. 
Increasing the Public Relations 
from seven to nine 
members. Adopted. 

Creating a new by-law which will 
provide that the committee on Pub- 
lic Education shall consist of seven 
members, three from the American 


Bankers Association appointed by 


the President, who shall be members 
of the American Institute of Bank- 
ing, and three members of the 
American Institute of Banking sec- 
tion appointed by the President of 
the Institute and one member of 
the State Secretaries section to be 


appointed jointly by the Presidents ~ 


of the American Bankers Associa- 


‘tion and the American Institute of 
Banking. This also was approved. 


and other officers of the A. B. 


This arrangement shall take effect 
at the time of the next annual Con- 
vention of the American Bankers 
Association held next after the time 
when the Executive Council of the 
American Institute of Banking 
takes action upon it. 


Term of Office 


The following was adopted: 

Resolved, that in pursuance of 
Section 6 of Article VII of the 
Constitution, members of the Ex- 
ecutive Council to be elected in 1923 
in the following states shall be elec- 
ted for terms specified below: 

Illinois: One member to be 
elected for a term of one year and 
three members for a term of three 
years. 

Iowa: One member to be elected . 


for a term of one year and two ., 
members for a term of three years. 


Minnesota: One member to be 
elected for a term of one year and 


one member for a term of three — 


years. pe a 
Mississippi: One member to be 


elected for a term of two years and 


one ttember “for' a’ term of thrée 
years. a RS bay 


South Dakota: One member to ' 


be elected’ for a‘ tétm'of one year, 


one member for a term of two years 
and one member for a term of three 
years. 

Further Resolved that the E-xecu- 
tive Manager shall certify the afore- 
said direction to the Secretaries of 
the State Bankers Associations of 
the above states respectively, in 
accordance with by-Law XI. 


Non-Cash Items 


Upon motion of Waldo New- 
comer the President appointed a 
committee of five to report to the 
Administrative Committee upon a 
subject of the collection of non- 
cash items of the Federal Reserve 
banks; this committee consists of 
Robert F. Maddox, James Ringold, 
Craig..B. Hazlewood, H. C. Mc- 
Lucas, and J. W. Barton. 

A resolution adopted by the Ex- 
ecutive Committee _ of »the | State 
Bank Division relative to the ship- 
ment of gold and_silver.through the | 
mails was refetred. to the Adminis-. 
trative Committee. | » ny hd 


A ry 


Des q73r 
A family dinner ,held on, /Phurs=. 


“day evening .was, full:;of-life arid 
pep and the. speech magle::by~Prof: 


W. -Duncan Spaeth - of. Princeton 
University was one of the enjoyable 
contributions of the week. 


Country Bank Gives Farm Service 


C. B. SHERMAN 


(Market Technologist, U. S. Department of Agriculture) 


HE increased prosperity of 
each farmer-customer is an 
asset to the local bank. 

To increase rural prosperity each 
farmer must improve his methods 
of production, improve the quality 
of his product and market it to bet- 
ter advantage. Improvement in 
one of these items avails little if 
improvement in the other two does 
not take place. 

Improved production includes 
planting with an eye to demand, de- 
creasing the cost of production, and 
use of modern cultural methods. 
Improved quality of product in- 
cludes careful selection of seed or 
variety, wise harvesting methods, 
conscientious grading and careful 
packing in suitable containers, bales 
or dressing. Advantageous market- 
ing means selling at just the proper 
time through desirable agencies for 
a fair price. Until recently, mar- 
keting has been the most neglected 
step in the business of agriculture. 

A bank in South Dakota with a 
restricted staff and without funds 
to spend on extensive research or 
educational work, is yet undertak- 
ing to help its farmer-clients in all 
of these ways. It is using Uncle 
Sam’s great research and educa- 
tional staff as its own and is bring- 
ing their results straight to the 
bank’s depositors. 

In the lobby of the Security 
State Bank at Willow Lake, South 
Dakota, a bulletin board, 40 inches 
by 9 feet has been placed. It carries 
40 pegs and 6 hooks. On the 
pegs are hung bulletins from the 
U. S. Department of Agriculture 
relating to each of these vital 
phases of agriculture-production, 
preparation for sale, and market- 
ing. Such bulletins are chosen and 
exhibited as apply to local condi- 
tions; and on the hooks are hung 
the daily Federal market reports 
from the Chicago and St. Paul live 
stock «markets and the vegetable 
and dairy market reports received 
from Minneapolis, and the weekly 
marketgram from Washington. 

These reports give the essential 
items of market news on the com- 
moditjes, including visible supplies, 


Bank Bulletin Board in Lobby of a Security State Bank, Willow Lake, S. D. 


movement, conditions and prices on 
the important markets. Reports 
for the recent period are left on the 
hook for purposes of comparison, 
with the last report always on top. 

The bulletin board directs the 
reader to the cashier for copies of 
any bulletin desired. At tne cash- 
ier’s desk a supply of prepared 
postcards is kept ready for requests. 
These postcards are filled out and 
mailed to Washington, the bank 
paying the postage. The bulletins 
are sent from Washington direct to 
the farmers. Thus the bank does 
not have to give space to large 
quantities of the bulletins. 

The Willow Lakes newspaper 
gives cordial support to the project 
and has called the attention of its 
readers to it. “Should prove a big 
help to farmers of this vicinity” is 
its verdict. C. T. Erstad, the Vice- 
President of the bank, wrote a per- 
sonal letter regarding the service to 
many of the farmer-clients and the 
employees of the bank lose no op- 
portunity to call it to the attention 
of the farmers who come to the 
bank. 

Requests from clients soon show 
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the special needs of the community. 
Thus tnis bank soon learned that 
its customers were especially inter- 
ested in sheep barns, hog houses 
and chicken houses. They needed 
more help with these than with 
crops. They were especially in 
need of information regarding 
good and inexpensive methods of 
ventilating these buildings, and the 
bank wrote to the department for 
special instructions and blue prints. 
W. A. Wheeler, a one-time resident 
of South Dakota, and now a spe- 
cialist in the Department of Agri- 
culture, has taken keen interest in 
helping the Security Bank in getting 
this service in smooth working 
order. The Department is always 
glad to take part in any practicable 
way in making the results of the 
studies of the widest possible use. 

“T am very enthusiastic over the 
interest shown by our farmers and 
believe that we are going to get 
good results from it,” writes Mr. 
Erstad. He is not unmindful of 
the fact that it entails some extra 
work for the bank and that interest 
in it and demand for its services 
may still need cultivation. 


Objectives of the Association 


By John H. Puelicher 


President American Bankers Association 


Address to the Executive Council Advocates Co-operation in 
World Affairs, Development of a More Comprehensive Agricultur- 
al Program, Education of the Rising Generation and the Generous 
Toward the Solution of Economic Problems. 


Giving of Time 


N administration in order to 
function properly and_ bring 
progress to our profession 


_ must have some definite program on 


which primarily to fix its attention 
and that of the members of the 
Association. There have been be- 
fore this present administration, in 


_ addition to the many regular activi- 


ties, three outstanding considera- 
tions. 


One of these is co-operation in 
world-affairs. It would take me 
too far afield to dwell here upon 
the chaotic conditions in Europe, 
but slowly the world is beginning 
to realize that the salvation of 
Europe can be attained only by the 
united effort of business men and 
statesmen with the advice of well- 
trained bankers and financiers. 


The Banker Abroad 


It seems that in our own case 
also the proverb that a prophet is 
not without honor save in his own 
country holds true. While here the 
position of the banker has been 
questioned and attacked, not only 
by radicals but sometimes even by 
business men in general, a banker 
we are proud to say, has just been 
elected president of the Interna- 
tional Chamber of Commerce, at 
its recent meeting in Rome. This 
elevation of Mr. Booth to the 


highest post of international com- 
_ merce and finance is an indication 
that the world would like the co- 


operation of the American bankers. 
We wish Mr. Willis H. Booth 


_ every possible success in his ar- 


duous post, and I am sure that I 


am not over-stepping the bounds 


of my authority when I pledge to 
him the aid of the American Bank- 
ers Association in laboring for the 
reconstruction of Europe and the 
world. The willingness to co-oper- 


_ ate reasonably, so that the people 


of Europe will make an effort 
toward a stabilization of their af- 


fairs, both political and economical, 
was indicated in the resolutions 
adopted at our convention in New 
York, and is a task, the proper per- 
formance of which will not merely 
save Europe but also be of the 
greatest aid to our own country. 


Second Objective 


A second objective of this ad- 
ministration is the development of 
a more comprehensive agricultural 
program. It seems to me we are 
coming jinto an era of intense 
agricultural interest. Bankers are 
called upon to acquaint themselves 
with ways and means of co-operat- 
ing with the farmer in his desire 
for better business methods and 
better farming methods. I believe 
that we can do nothing better than 
to encourage the education of farm 
girls and boys so that farming 
may become an attractive future 
vocation for them. The Agricul- 
tural Commission has greatly ex- 
tended its work this year, and if 
the prospects become realities, the 
next administration of this As- 
sociation will focus its attention 
upon agricultural problems and 
agricultural education to the ex- 
tent which the present administra- 


tion has focused attention upon eco- 


nomic problems and economic edu- 
cation. 


Primary Objective 


Economic education is the pri- 
mary objective of this administra- 
tion. A recent work, Public Opin- 
ton in Peace and War, by the 
President of Harvard University, 
calls attention to the fact that to 
a certain extent progress and ac- 
tion on the part of large groups 
can only be attained by causing a 
unanimity of opinion which will 
translate itself into action either as 
a result of an emotional urge or as 
a result of a reasoned conviction. 
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I am sure, therefore, that you will 
pardon me if I return to that topic 
which appeals most strongly to 
my emotions as well as to my reason 
as the proper present work for this 
Association and among its most 
important. If I were not so strong- 
ly convinced of the necessity of the 
educational program which I have 
preached to you in and out of sea- 
son, I should not try again and 
again to obtain your unanimous 
support in carrying on the work 
which of necessity I shall be com- 
pelled more or less to drop with 
the close of my administration. 


Responsibilities of Membership 


Let me briefly review then what 
this program is: In the first place, I 
have become more and more con- 
vinced that the first requirement of 
this Association is to sell itself to its 
own members and those of our pro- 
fession who are not members. In- 
dividual banks join the American 
Bankers Association and its of- 
ficers take part in its activities be- 
cause it is the proper thing to do; 
sometimes the meetings furnish 
them with an excuse for a kind of 
vacation and sometimes because in 
this manner they can here and 
there exercise a certain amount of 
power. In other words, the privi- 
leges of membership furnish the 
chief reason for joining, while I 
desire to place the chief emphasis 
to-day upon the responsibilities of 
membership. Unless we can con- 
vince our members that the future 
of our profession depends to a 
large extent upon the activities of 
this Association, we shall make but 
little progress. We need the ser- 
vices of the ablest and the best of 
our profession, and we must con- 
vince them that in giving freely of 
their time and energy to the As- 
sociation they are furthering in 
every way the interests of their 
own institutions, of their profes- 
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sion, and of their country. ‘The 
next requirement is to sell the 
American banker, the usefulness 
of his work and his desire to serve, 
to the American people. ‘“Where- 
fore by their fruits ye shall know 
them.” 


Educational Work 


It is from such motives that I 
have singled out from many things 
to which the Association might de- 
vote itself, the educational work 
which I have sought to develop 
during the last few years. You 
know the slogan: “The banker 
nearest every school house to aid 
in the economic education of the 
children of America.” By this I 
have meant that the future of our 
country is necessarily dependent 
upon the children who are at pres- 
ent in school. It is there that we 
must seek to check radical and 
vicious movements if we wish to 
preserve the institutions of our 
country. The banker is peculiarly 
fitted to do this work, for this kind 
of education is primarily economic 
and the banker more than anyone 
else is the economist in business. 
If we can make the school-children 
understand the functions of a bank, 
the services which it performs, the 
danger to all classes of the popula- 
tion if banks are hampered in their 
natural development, then and then 
only, we need not fear the preach- 
ings of radical agitators. 


If Bankers Knew 


We may be compelled in the 
course of this work first of all to 
educate some of the bankers them- 
selves, for .we know that some 
of our associates are themselves 
contaminated by doctrines contrary 
to sound banking and economics. 
If every banker knew thoroughly 
the facts regarding sound and un- 
sound currency, there would be 
little prospect in this country of 
making headway with some of the 
unsound schemes promulgated at 
times. For after all, the banker, 
especially in the country, is the one 
most often consulted by the voters 
regarding those questions in which 
economics plays a part, and it is 
to his inability to perform the 
duties of a leader that some of the 
troubles and difficulties with which 
we are faced are due. In this con- 
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nection there cannot be told too 
often the great work which the 
American Institute of Banking has 
performed in educating and training 
tens of thousands of our young 
people employed in the banks of our 
country. If everyone connected 
with a bank could have the advan- 
tages of a full course in one of the 
chapters of the American Institute 
of Banking, none of us would have 
to worry about this problem of 
leadership along economic lines. 


Lack of Leadership 


It is also as a result of this lack 
of economic leadership that we 
have to meet the many attacks 
made against the Federal Reserve 
System. To us it is a mere truism 
that without the Federal Reserve 
System we could not have fought 
the war as we did and that in the 
years during the war and immedi- 
ately following, the Federal Reserve 
System proved its value and estab- 
lished itself for all time. We think 
so, but not all of our fellow citi- 
zens agree with us. There are 
many who have already forgotten 
about the war and others perhaps 
who never were interested, and 
thus every economic difficulty from 
which the country suffers is 
laid upon our present banking 
system. The farmer who has 
speculated wildly and therefore is 
in financial difficulties, the busi- 
ness house undeserving of credit 
whose bank does not care to fur- 
nish it with more capital, and others 
similarly situated, all of them be- 
lieve, or pretend to believe, that 
had it not been for the Federal 
Reserve System their fool’s para- 
dise, which lasted for some time 
after the war, would have contin- 
ued forever. I regret to say that 
some of this feeling is due to 
bankers themselves. They have ex- 
aggerated some of the minor faults 
of the system until they made the 
whole appear vicious, and they 
have objected to the system be- 
cause they objected to certain indi- 
vidual officials of the system. 
Worse than that, bankers at times 
unwilling to render customers cer- 
tain services, or unable to do cer- 
tain favors, have found it easier to 
ascribe their-inability to do as re- 
quested to some feature of the 
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Federal Reserve System rather 
than to assume responsibility for 
their action. 


Educate the Young 


I need not tell a gathering such 
as this the history of the First and 
Second Banks of the United States. 
These also performed an important 
service in their day, and our coun- 
try would have been spared many 
a financial crisis if they had been 
allowed to continue to function. 
But here also politicians and 
bankers themselves found it ad- 
vantageous and profitable for one 
reason or another to attack the 
institution which gave all the banks 
of the country protection. And so 
they were swept away. If we are 
not ever watchful, the third bank 
of the United States will meet the 
same fate as its two predecessors. 

The way to prevent such a ca- 
lamity is to aid in the economic 
education of the rising generations, 
and this I believe to be our primary 
duty. This I consider one of the 
chief functions which this Associa- 
tion ought to perform, and there 
should be no one in our profession 
who does not consider it an honor 
and a duty to give freely of his 
time and energy to carry on and aid 
in the preservation of the bulwarks 
of our economic order. 

The three outstanding undertak- 
ings, then, that should presently and 
seriously occupy the mind of the. 
American banker are, reasonable 
co-operation in the stabilization of 
the affairs of Europe, intelligent 
co-operation with the farmer toward 
the solution of his problems and 
a most generous giving of his time 
and energy in the solution of the 
problems of our economic exis- 
tence. 


Gain in World Trade 


That the United States is steadily 
gaining in its share of world inter- 
national trade is evidenced by a 
comparison of the 1922 figures with © 
those of a long term of earlier years. 
A comparison of United States 
trade with that of the world as a 
whole shows for a long term of 
years that our share of world trade — 
grew from 9.8% in 1910 to 104% 
in 1913, 14% in 1916, 171%4% in — 
1920, and 161%4% in 1922—O. P. 
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Anglo-American Co-operation 


Chairman of Barclays Bank, England 


By FREDERICK C. GOODENOUGH 


Agreement Relative to the Funding of the British Debt a Turn- 
ing Point in the Negotiations for a General Financial Settlement. 
German Reparation Bonds May Be Made Marketable by the In- 


dorsement of the Recipient Nation. Effect of 


| ET me say in the first place, 
that this agreement is re- 
| garded in my country with 
great satisfaction, because it re- 
moves all doubt as to the desire 
of each country to act in a fair and 
friendly spirit towards the other. 
People in England are glad also 
that there can be no longer any 
question in the minds of Ameri- 
cans as to the desire and intention 
of Great Britain to pay her debts. 
I do not know that there was ever 
any doubt upon this point with 
Americans who know the British 
people. 
_ On the other hand we realize 
that America has shown a generous 
disposition to meet the convenience 
of Great Britain in the time for 
making her payments, and in other 
important matters of detail. She 
has also agreed to an adjustment 
of the rate of interest on the debt 
to a level which is in keeping with 
the current rate of to-day. I have 
always held that America would be 
prepared to meet us favorably on 
these points when the moment 
should arrive for coming to a set- 
Hment. 


A Turning Point 


I think that this agreement will 
jave a far-reaching effect. I think 
hat it may be regarded as the turn- 

ng point in the discussions and 
legotiations relating to the general 
inancial settlement after the war. 
( believe that it will lead to agree- 
ments in regard to other Inter- 
Allied Debts, and also to a final 
settlement of the reparation prob- 
em. Further than this, I believe 
uso that it will bring about closer 
*0-operation between Great Britain 
tnd America in the solution of the 
lifferent problems in which they 
he both deeply concerned. I think 
hat this must be so because of the 


a 


similarity of their interests in the 
complex problem of international 
payments which will follow repara- 
tion and debt agreements. 


Guarantees 


The reparation question, which 
concerns the whole world, seems 
at the moment to have been over- 
shadowed by the question of 
“Guarantees.” I believe, however, 
that this is only a passing phase 
and I am reasonably confident that 


before long, negotiations as to the 


amount to be paid, and the way in 
which payment is to be distributed, 
coupled with the question of what 
steps are to be taken to safeguard 
France in the future, will be re- 
opened. 

At the meeting of Mr. Bonar Law 
and M. Poincaré in 1922, two of 
the principal points of difference 
between the British and French 
view seemed to be the length of 
time for the moratorium, and the 
value, if any, of the “C” Bonds. 

I do not believe that there is any 
insuperable difficulty in either of 
these points. Whatever may be 
the amount which has eventually 
to be paid by Germany, or the plan 
by which Germany may decide to 
restore her currency and balance 
her Budget, credit will be required 
if any substantial payments in cash 
are to be made. If Great Britain 
and America are prepared to co- 
operate, as a purely commercial 
proposition, in finding at all events 
a portion of the initial sums that 
may be required, in such case a 
satisfactory arrangement as to the 
length of the moratorium should 
be a comparatively easy matter. 

I do not myself regard the 
amount that is likely to be required 
as being anything very large, and 
I feel quite sure that, given stabili- 
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Debt Payments 


zation by Germany, adequate se- 
curity could be offered. 

The other point in that of the “C” 
Bonds for 82,000,000,000 of Gold 
Marks which are in the nature of 
a third mortgage, ranking after the 
50,000,000,000 Gold Marks which 
is the amount of the “A” and “B” 
Bonds. I do not Suppose that any- 
one will contend that these bonds 
can have much, if any, present or 
Prospective value, and it seems to 
me that it is open to Germany to 
put forward a simple and compre- 
hensive scheme containing an offer 
for payment of an amount, based 
on some modification of the original 
scheme, and that common sense 
would insure an agreement being 
reached, because such an agreement 
would be so much in the interests 
of all parties, including Great Brit- 
ain and indirectly also America. 


The Ruhr 


I do not propose to say more 
than I have done upon the vitally 
important questions of security or 
of the gradual withdrawal of 
France from the Ruhr, nor as to 
the measures which should be 
taken to ensure a Franco-German 
peace for a period so long as one 
can foresee. They would be meas- 
ures from which both France and 
Germany as well as the whole 
world would benefit. My belief is 
that a solution will be achieved. I 
assume that an agreement will be 
reached in the matter of repara- 
tions, and I think that Great Brit- 
ain and America, as the two great 
creditor countries of the world, 
can, by acting in co-operation upon 
commercial lines, carry the matter 
a long way towards a successful 
conclusion. I am of course aware 
that any proposition of this kind 
must be a sound business proposi- 
tion, but it seems to me that the 
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reconstruction of Europe and the 
general trade and prosperity of the 
world must depend upon finance, 
and if the people of Great Britain 
and America, as the creditor na- 
tions, are prepared to find it, they 
will at the same time serve their 


own individual and common in-_ 


terests. 

The question then. arises; are 
Great Britain and America, as a 
purely commercial proposition, 
likely to provide the necessary 
credit? I think that under certain 
circumstances, substantial sums 
would be provid- 
ed by Great Brit- 
inl) eee ULL 
America do the 
same? She will 
decide what shall 
be her own pol- 
icy, but I can un- 
hesitatingly say 
that my personal 
opinion is that 
the commercial 
and investment 
interests of the 
Uniteds'Sitates 
will lead her to 
approach this 
problem from 
much the same 
point of view as 
Great Britain. 

Let me. en- 
deavor to show 
the similarity of 
economic interest 
which I believe 
exists between 
Great Britain 
and America, 
and also why the debt settlement 
which has taken place and the fur- 
ther settlements, which we hope will 
follow, will lead to that close, 
though perhaps unconscious, finan- 
cial co-operation between America 
and Great Britain to which I have 
just referred and from which I 
anticipate much good to the world 
at large. 

This involves a consideration of 
the influences brought to bear upon 
a creditor nation, also of the prob- 
lem of how debt and interest pay- 
. ments can be made by debtor na- 
tions and in what form Great Brit- 


ain and America are prepared to . 


accept them. I need hardly say that 
payments between nations can only 
be made in the following ways, that 
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is to say, in goods, in services, in 
gold, or in securities. So far, there- 
fore, as America is not prepared to 
accept payment in goods, or servy- 
ices, or gold, she will of necessity 
follow the experience of Great 
Britain and other creditor nations 
and accept payment in securities. 
On the one hand America may 
continue to re-invest in whole or 
in part such payments as are made 
to her by foreign debtors, increas- 
ing her foreign investments and 
maintaining such a volume of trade 
as would afford her a surplus of 
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visible exports. On the other hand 
she may avoid foreign investments, 
and as far as possible, accept pay- 
ment in goods, or services, or gold, 
and in that case the position would 
be altered and there would be a 
surplus of visible imports. I think 
that America will, partly from 
choice and partly from force of 
circumstances, adopt a permanent 
policy of foreign investment just as 
Great Britain has done in the past. 
In that event, there will be a great 
community of interests between the 
two countries. Both will have 
world wide trading and world wide 
investment interests and both will 
be deeply interested in furthering 
world-peace and world-prosperity. 
But if America should not, to a 
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greater or less degree, adopt a poli | 
of foreign investment, it would take | 
her many years to collect the for-. 
eign debts now due to her and to) 
convert them from external into 
internal assets. In the meantime, 
she will be interested in conserving | 
her foreign assets, though possibly 
not so strongly, and it will still be | 
in her interests to promote pros-| 
perity in those countries which are 
indebted to her and which are, as. 
a matter of fact, at the same time 
indebted to Great Britain. -| 
It is understood that in the case 
of re-investment 
Great Britain has. 
in ‘the past used 
what was due to. 
her by one coun. 
try for invest- | 
ment in another, 
as wisdom and 
prudence may 
have dictated, 
and America 
would of course 
do the same. 
The question | 
of investment in 
German  securi- 
ties must, how-| 
ever, be consid: | 
ered from the 
standpoint of the. 
ordinary inves- | 
torasg | 
I thing Ger- | 
man Reparation 
Bonds could be | 
made attractive | 
if the principle | 
of the indorsed 
bond were ac- 
sure that to the investing public in 1 
Great Britain and America, in fact | 
throughout the world, a bond given | 
by Germany, specifically secured by | 
German assets and bearing also the © 
indorsement of the recipient nation | 
which had received it on account 
of Reparations, would prove a mar- 
ketable security, when once a rea- 
sonably satisfactory settlement is 
in sight. . 


As to a Default 


It is important to remember that 
Germany could not afford to de- 
fault on a widely held bond issue, 
whatever she might do in regard to 
debts held directly by the Govern- 
ments of her late enemies. Thes ; 
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is also the fact that Great Britain 
-and America as great creditor and 


‘cure a substantial indirect benefit 
‘through taking part in these finan- 
cial operations, inasmuch as they, 
“by removing the present deadlock, 
-would stimulate trade, promote 
peace and prosperity and thus con- 
serve and consolidate their over- 
»seas assets. Moreover, some por- 
tion of the amount realised should 
be returned to them in part pay- 
‘ment of inter-Allied debts, and 
would thus enable them to reduce 
‘their own Government internal 
debt. , 
_ There would, however, still be 
the problem of providing the credit 
needed by Germany in order to en- 
able her to tide over the interval, 
whilst she is stabilizing her cur- 
-rency and taking measures to bal- 
ance her budget. It seems prob- 
able that a definite arrangement as 
to reparations would bring into 
operation forces which would re- 
sult in the foreign balances owned 
by German nationals becoming 
available, and I think that very 
little, if any, external aid would be 
tequired for this purpose. There 
would also be the gold in the 
Reichsbank. 


Austria 


I should like to refer here to 
the case of Austria, as an example 
of co-operative effort. We con- 
sider the bonds to be issued by 
te country will form a very rea- 
onable security, yielding a good 
tate of interest. The placing of 
these bonds should enable Austria 
to recover from the desperate con- 
dition into which she fell, and 
again to become the financial centre 
af that part of the world. Should 
this result, great benefit would ac- 
true to those interested in foreign 
‘rade. 


It has been suggested to me that 
{ should express an opinion as to 
tow the industrial organization of 
sreat Britain will be affected by 
he repayment of our debt to 
America, as to when Great Britain 
will again achieve a free gold mar- 
cet, and as to the extent to which 
ier debt obligations to America 
nay retard this operation. 


‘" 


= il: 


overseas trading nations would se-: 


Taxation 


No one would suggest that the 
debt payment will not be a heavy 
burden upon us. Our taxation 
problem is already serious, since, 
in our determination to follow a 
sound financial policy we have 
strained our taxable capacity to 
the very utmost—perhaps we have 


-gone too far and intrenched to 


some extent upon productive capi- 
tal. It follows that an obligation 
involving taxation equivalent to an 
income tax of 8d. in the £ cannot 
be regarded lightly. The effect 
must be reflected in the standard 
of living, which cannot be so high 
as would otherwise have been pos- 
sible. The full extent of the bur- 
den, however, cannot be estimated, 
until it is possible to measure more 
accurately the influence of factors 
which at present are uncertain. 
For instance, although we are mak- 
ing payments under the arrange- 
ments entered into, we have yet to 
receive payments from our debt- 
ors, and the burden of the amount 
we pay will obviously be lessened 
by any amounts received. Then 
again, there is the question of 
prices. If prices fall, the volume 
of commodities necessary to dis- 
charge our obligations will be in- 
creased, while if, as seems pos- 
sible, the great aggregation of gold 
in the United States, amongst 
other influences, results in an in- 
crease in prices, then the burden 
will be lessened. 

The actual method of payment 
of this great sum of $4,600 million 
plus interest cannot as yet be fore- 
seen. The effect of the Fordney 
Tariff will probably be to discour- 
age the shipment of such of our 
manufactured goods as may be 
likely to compete in your home 
markets. It is probable, therefore, 
that these goods, instead of being 
shipped to the United States, will 
be shipped to British Colonies and 
other countries and will in effect 
be used to pay for shipments of 
goods which the United States will 
take from them. This may mean 
that, to a considerable extent, the 
import into the United States, for 
example, of rubber, will be paid 
for, not in American goods, but in 
British goods and that, to that ex- 
tent, American export trade may 
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suffer. This, however, may not 
necessarily be the consequence, for 
if the capacity to consume of the 
importing countries increases, Am- 
erica may continue to ship her 
manufactures and to lend the pro- 
ceeds to the countries concerned. 
Briefly, the effect of this operation 
may be for America to increase her 
investments in countries to which 
Great Britain has, in the past, been 
in the habit of lending. 


Great Britain’s Position 


Until the details of the read- 
justment in foreign trade entailed 
by the British payments to Ameri- 
ca are more clearly discernible, it 
is difficult to indicate their effect 
upon the re-establishment of a 
free gold market in London. 

America has, since the war, at- 
tained the position of a great 
creditor nation. Great Britain re- 
mains also, on balance, a creditor 
nation, notwithstanding her debt to 
America, and she retains her old 
position as a financial centre be- 
cause of her knowledge and experi- 
ence, particularly as regards for- 
eign investments and foreign trade, 
whilst her financial and industrial 
position under her present econo- 
mic system are dependent upon 
her relative cheapness. 

I might briefly refer, also, to a 
question of great interest, viz.: 
the ability of America’s banking 
system to check upward price 
movements. Under ordinary con- 
ditions the Federal Reserve system 
is very elastic, and with the disap- 
pearance of automatic checks such 
as that supplied by London when 
its free gold market was operative 
and with the gold reserves of 
America so far above legal neces- 
sity, there would seem to be a very 
real danger of inflation and of ris- 
ing prices with consequent reac- 
tion. Ignoring this danger, to 
which American bankers are fully 
alive, the effect of rising prices in 
America would seem to be to bring 
the pound more quickly to parity 
and even to place London once 
more in a position to draw gold 
from the United States. 

Before the war, London with 
her free gold market could, accord- 
ing to her old plan, either contract 
or expand her supplies of credit 
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upon a gold basis, so as to meet 
her needs and requirements from 
time to time, as they might arise. 
The question is, will her old ability 
to control credit and price levels re- 
main unaltered, when the pound re- 
turns to pre-war parity and when 
London can again attract gold. 
Will London, with the pound at 
parity, be able once more fo es- 
tablish a free gold market? 

The question is a difficult one, 
for, under post-war conditions our 
currency is no longer based pound 
for pound on gold. It follows 
that, until some definite, but steadi- 
ly improving minimum ratio is 
established between gold and cur- 
rency, there is no certainty that a 
withdrawal of gold for export 
would, by restricting the currency 
in circulation, bring that contrac- 
tion in credit and fall in prices 
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which formerly served to check 
the outflow. It seems, therefore, 
that Great Britain, before estab- 
lishing a free gold market, would 
have to adopt a ratio system, and 
even then would require to have 
experience as to whether the cross 
currents of international trade were 
being adjusted so as to enable the 
liability incurred towards America 
for payment of debt and the pay- 
ments which will have to be made 
for food supplies and raw ma- 
terials, to be met without an un- 
due drain from America on gold 
reserves. In the matter of gold 
reserves, co-operation. between 
America and Great Britain would 
undoubtedly benefit both countries. 

However we approach these vari- 
ous problems both financial and 
industrial, it seems to me to be 
clear that the interests of America 
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and Great Britain in foreign mar- | 
kets must be closely allied. 

Commerce during the last two | 
years has adjusted itself to some > 
extent to changed world-conditions, | 
and every interchange of commodi- 
ties increases the possibilities of | 
further trade. Gradually the nat- 
ural effect of the insistent pressure — 
of all peoples to satisfy their mini- | 
mum requirements will restore | 
once more a wider and more nor- | 
mal demand. But we must act | 
and not wait for the slow outcome — 
of natural remedies. | 

Britain and America are already | 
allied in sympathy. Our instincts | 
and our interests are the same as | 
yours, while to a great extent, like | 
you, we are unhampered by merely | 
political entanglements. We can, | 
by action together, do much good | 
for the world. 
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ing Ohio .... /aaaa 

Cleveland, 

Aug. 9-11 Montana .... 732m 
Great Falls — 
Sept. 5-6 Kentucky ... 723mm 
Louisville — 
Sept. 11-12 Indiana. Indianapolis | 
Sept.. 24-27 A. B.A. @iyaae sa | 
Atlantic City | 
Oct. 26-27 Arizona ..... Tucson 
Oct. 28-31 Investment Bankers | 


Washington, D. C. 
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By JULIUS H. BARNES 


As American Business Men See It 


President of the Chamber of Commerce of the United States 


Delegates to the Rome Congress Had a Tour for Study Before 
the Meeting. Graphic Pictures of Peculiar National Problems. 
Position of American Delegation on the Main Issues. Many Coun- 
tries Labor under an} Erroneous Theory Regarding Production 


HE, semi-official delegation of the 
| United States Chamber of Com- 
merce to Rome, of which group 
of forty or fifty men I was a 


trip of investigation through the Medi- 
terranean and the states of that region. 
We had extraordinary facilities for 
seeing the inside of the industrial and 
commercial conditions in these coun- 
tries. I want you to follow me, just 
briefly, as a background for certain 
conclusions that we reached on cer- 
tain countries. 


Egypt 


Egypt—a small, narrow strip of 
fertile country along a great river; 
4000 years of age, no immigration— 
and in 4,000 years the people have 
only reached a maximum of 15,000,- 
000 population. Why? The official 
figures of death rate in the city of 
Cairo show that 75 out of every 100 
children die before they reach a year 
old. The level of living is absolutely 
the minimum. Their thirty-cent cot- 
ton has made the country prosperous, 
yet the general level of living remains 
the same, whether cotton is ten cents 
or thirty,—no floor coverings, or beds 
or chairs or household furnishings. 
They are still feeding themselves by 
fishing from the pot with their fingers 
—the absolute minimum of human exist- 
They are 98 per cent. illiterate 
and yet we, who have written the splen- 
did history of self-governed democracy, 
are pointed to as the justification for 
the immediate establishment in Egypt 
of universal suffrage and government 
by popular election. No man can 
face that without the greatest appre- 
hension as to what will happen when 
British control is withdrawn from 
Egypt, as it probably will be in the 
near future. 


Turkey 


In Turkey we found the usual dif- 
ference of opinion on the adminis- 
trative capacity and the sincere in- 
tentions of the Turk party. We 
found American representatives in- 
clined to believe in the ability and 
Capacity of the new Turk party. We 
found Constantinople under their 


_ regime vastly different, more sanitary, 
_and free from the plague of dogs for 


which it was so famous. And when 
we look at Turkey and remember it 


fifteen years back when electricity 
was nationally prohibited and find to- 
day electric lights, cars, etc., we real- 
ize the great change that is taking 
place. 


Greece 


Greece—Twenty per cent. of the 
land is arable land; defeated in war, 
driven back to rocky shores and bank- 
ruptcy by revolution, Greece indeed 
has a hard future to face. 

Italy—Hopeful, industrious, the most 
promising spot, I think, on the Medi- 
terranean. In the ancient city of 
Palermo a new harbor is _ being 
built. They have asphalt boulevards, 
its streets look like those in Min- 
neapolis or Los Angeles. These 
things inspire confidence in those who 
looked forward and prepared for it in 
this way. All of Italy is moving. 
Because of the handicap by the lack 
of natural resources, it has got to 
equalize itself with the scales of the 
world competition against lack of 
natural resources which other more 
fortunate countries possess. Through- 
out Italy we found indisputable evi- 
dence of a new spirit, of a new de- 
termination and a new hope. ‘This 
is largely due to the interest in a 
single personality. From _ taxi-driver 
and newsboy to merchants and 
bankers, there is a umiversal trust 
in their man. We have had several 
interviews with Mussolini. My first 
impression was that his present convic- 
tion is the result of study and experi- 
ence, that this man was not liable to be 
swayed by agitation or change of views, 
and that he is determined on a course 
that is sound and safe. 


Parcel post has been lifted out of 
government service. Negotiations for 
taking the telephones out of private 
hands are under way and if you ever 
saw a telephone system that was use- 
less it is the state phone :system of 
Italy. Mussolini is approaching the ma- 
jor problem of putting the railroads 
back into private hands. He is cutting 
off unnecessary personnel and he can do 
so with the support of the entire peo- 
ple. His body of Fascisti which were 
150,000 strong he has determined to 
cut down to 70,000. As you watch 
them march on the street in their 
uniforms you see an example of the 
finest type of Italian young men. It 
is a situation where constitutional 
government is readapted, in the sup- 
port of a man by this extra-legal body 
of trained men. Mussolini is without 
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a question a great man. What his 
history will be remains to be written. 
To-day he is one real living force, not 
only in Italy but all of Europe, and 
the conversion of that man with his 
strength and his following to the 
principles of the so-called capitalistic 
system that we believe in, is the most 
extraordinary encouragement to us 
whe want to see sound economics put in 
play. 


Following is an extract from Mussolini’s 
address of welcome to the United States 
Chamber of Commerce delegates to Rome: 


“It is my conviction that the State must 
renounce its economic functions especially 
those of monopolistic character for which it 
cannot provide. It is my conviction that a 
Government which wants quickly to uplift its 
own people from the after war crisis, must 
give free play to private enterprise and forego 
any measure of State control or State 
paternalism, which may perhaps satisfy the 
demagogy of the Left, but, as shown by ex- 
perience, will in the long run turn out to 
be absolutely fatal both to the interests and 
the economic development of a country. 

“IT do not believe that that complex of 
forces which in industry, agriculture, com- 
merce, banking and transport, may be called 
with the glorious name of capitalism, is about 
to end, as for a length of time it was thought. 
it would by several thinkers of the social 
extremism. One of the greatest historical 
experiences which has unfolded itself under 
our own eyes has clearly demonstrated that 
all systems of associated economy which 
avoid free initiative and individual impulse, 
fail more or less piteously in a short lapse 
of time.” 


If Italy continues on _ its 
course, if itis able to make effec- 
tive the economies which are pro- 
posed and which have been put 
into effect, Italy in two years 
will have a balanced budget. Bank- 
ers told me that they confidently ex- 
pected the Italian lire would be back 
to par in ten years. That is an ex- 
traordinary change and progress to 
look forward to. 


present 


Austria 


Austria.—Here is the best example 
in the world of the futility of a 
Communistic and Socialist Parlia- 
mentary method. No administration 
remains in power except by conces- 
sion tO various groups of opinions 
and these opinions defeat any possible 
continuity of government operation. The 
League of Nations undertook to re- 
build Austria and laid down  cer- 
tain conditions. One was that the 
Austrian Parliament should vote a 
constitutional amendment which de- 
prived itself of power) finance and 
industry for two years. This was 
done. Immediately upon coming into 
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administrative authority paper  cur- Poland ing disclosure brought about by these | 
rency was discontinued. Austrian continued depressions, They expect. 
currency then stabilized itself. As Poland is recovering steadily. The there will be bought for speculation | 


soon as the people found on Mon- 
day morning that the wage roll 
was of the same value as on Satur- 
day night there developed in Austria 
a disclosure of the earning margin. 
Bank deposits in Austria have in- 
creased 600 per cent. in four months. 
There is not a store, house or apart- 
ment vacant in all of 
Vienna. ‘The vast exec- 
utive, administrative and 
banking direction which 
used to center in Vienna 
has been restored by 
trade agreements and 
Vienna is finding that the 
traditions of executive 
experience in industries 
and banking is rebuilding 
its trade opportunity. 
We have got to change 
our ideas of Austria. 
We remember the aspect 
of 300,000 children fed 
by American charity— 
American Relief Com- 


mission has less. than 
10,000 children on its 
hands now, Austria is 


energetically completing 
trade agreements. One 
with Italy has already 
been turned out and 
signed. There is under 
negotiation a trade agree- 
ment with France, one 
also completed with 
Czecho- Slovakia. It 
needed only a mediator 
having confidence in both 
sides from this country 
—it needed only a media- 
tor such as the United 
States could have given 
to build up Austria 
again. It is being re- 
built to-day. 
Czecho-Slovakia has 
stabilized its currency 
and has a sound national 
budget. There is the ad- 
vantage of world-com- 
petition in  production- 
cost, which in some coun- 
tries is affected by cur- 
rency policies clearly un- 
sound and _ dishonest, 
where employment for a 
time is based on the 
traditional credit that at- 
taches to a monetary do- 
mination—the day is : 
coming when this credulity can no 
longer be capitalized in wage-earners 
and commodities, and that day is al- 
most here in Europe. When that day 
comes the deflation or inflation of cur- 
rency in one country will no longer 
affect production costs, because real 
value will have to be put into every 
token of exchange of commodity and 
labor. Czecho-Slovakia will be one of 
the first states in Europe to establish 
itself on a sustaining and profitable 
basis. 


railroad service is good. Its indus- 
tries function. It has agreeably dis- 
appointed its friends in showing a 
capacity for self-government which 
is surprising. : 
There is a deliberate calculation in 
these countries in issuing paper tokens 
that one-third will be bought for specu- 
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lation; one-third will be lost or horded 
at home and that the remaining third 
of these extraordinary figures of cir- 
culating currency would really be the 
volume in actual use. The loss from 
wear is calculated to be as high as 
ten per cent. In fact there is some 
enthusiasm in countries like Austria, 
that with the cessation of printing 
of currency this process of loss and 
wear will go on for five years and 
that automatically this will deflate the 
currency. 

There is, however, one very inter- 


by America and other countries one. 
and one-half billion marks. A fact. 
seldom spoken of is, that there has been | 
bought an estimated quantity of eight 
billion French francs, which sum has | 
been laid away in the same manner. . 
If you add to this sum the Polish marks 
and the Austrian crowns that have been. 
‘bought by foreign coun- | 
tries it discloses an enor- | 
mous amount of money 
used for speculation. | 


may be, you may rest as- 
sured that French indus- 
tries are producing more 
than their share. 
is an annual increase in 
saving-power and_ they 


government bonds 
steadily at home. 

Great Britain is as al- 
ways the safe, sane, 
and inspiring leader in 
returning to 
and sound finance, If 
you will observe what 
Great Britain is doing, 

‘ you will feel a revival 
of confidence in world 


recovery. The cargo 
trade is beginning to 
look _ better. Shrewd 


vessel owners are can- 
nily waiting until over-— 
seas 
impetus and then you 
will find cargo rates 
brought up. They will 
rebuild their fortunes in 
very short time. But 
that depends on the re- 
covery of world-trade. 
There are evidences that 
this recovery is under 
way. When it comes, 
Great Britain will resume 
acain its natural leader- 
ship in financial domina- 
tion of the world in spite 


Britain as you know has 
a sane, financial policy. It has been able 
to reduce taxes and maintain a balance 
budget. It has in eighteen months ad- 
vanced its gold pound from $3.50—where 
stabilization was recommended by 4 
Swedish economist—and has advanced 
from that to almost two per cent. of the 
gold parity. The two chapters of honor 
of American banking rest in these two 


things, that in America we singly upheld — 


the gold parity objective of the world 
when other countries were unable to 
do it. We held it there without de- 
liberate inflation. We have been 


| 
7 


' 


are absorbing the French | 


France | 
France is busy. The. 
French farmer is adapt- | 
ing the tractor and 
modern farming ap- 
pliances. Whatever gov- | 
ernment finance and 
political troubles there | 


There | 


normalcy | 


commerce obtains | 


of all we can do. Great | 
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joined in sustaining the gold parity 


Holland, Sweden, 


by Switzerland, 
Gradually 


| Great Britain and Canada. 


: this list will widen and there will 


. 


‘come a time when the flow of gold 


metal will automatically remove the 


‘hazards of overseas-trade, and when 
it comes you will not have to worry 
quite so much about the policies of 


our Federal Reserve System because 
you have restored the check on busi- 
ness. 


Russia 


| Russia. Russia is beginning to live 


under the impetus of restoration of 


‘some fields of private impulse and 
private stimulus. There are begin- 


ning to appear on Russian railroads 


even dining-cars 
Russia demon- 


German locomotives, 
and sleeping-cars. » 


strated that it had a small agricultural 


surplus this year, 


estimated at 12,- 
000,000 bushels. It shows progress 
in the right direction. 

Petrograd is a changed city. The 
‘shops are full of goods. Vacant 
houses and apartments are beginning 
to fill, What will happen in Russia 
is, of course, a sealed book, but if 
this tendency continues, the re-instate- 
ment of private enterprises, Russia, 


t 


like all the other countries in Europe, 


will disclose the fact that people can 
produce more than they consume and 
they thereby acquire an investment 
and saving power. Whatever form of 
government Russia may finally adopt, it 
will live along with the other coun- 
tries of Europe. If we hasten the 
‘day when Russia respects life and 
property, and thus restores the recog- 
‘nition of Russia, we will hasten the day 
of Russia’s recovery and restore a large 
part of our trade. We cannot move 
in advance; we cannot build govern- 
‘mental relations on a foundation of 
‘national bad faith. 


: Confidence in America 


When they tell you Europe has lost 
its confidence in American people and 
American institutions they are wrong. 
‘There is the same confidence and 
trust in American motives and Amer- 
ican ability as before. There is a reason 
for this. Not only did American food 
during the period of chaos, immediately 
following the armistice maintain social 
order in Europe but it cemented our 
friendship. There have been American 
technical advisers who have been in serv- 
ice for three years advising them on 


railroads, mines and coal, and this .ex- 


plains why these people have stabilized 
their economic progress under these con- 
fitions. And they recognize it and are 
grateful for it. 

) We went to Rome with this back- 
ground and with the conviction that 
there could be established a compre- 
h hensive settlement. Investments 
should be secured so that the enlarged 
earning power of these people would 
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discharge the amounts of the repara- 
tions which today seem impossible 
or discouraging. We came to the 
conviction that temporary settlements 
were worse than useless. 


Proposed Plan 


The plan proposed contains certain 
principles which are simple. Em- 
phasis was laid on the fact that no 
settlement which did not include all 
these factors would be effective. 

On reparations, they declared that 
the full ability of Germany to pay should 
be used. That the schedule of the 
amount of payments must carry se- 
curity that they will be carried out; 
that since this was the effect of a past 
aggression, we must have a reasonable 
guaranty that it will not recur; that in 
the settlement of debts consideration 
should be given to the ability of a 
debtor to pay, and in calculating that 
ability due consideration to the effect 
on the debtor’s capacity to pay by put- 
ting into effect sound national budgets, 
particularly as to military expenditure. 

As to international loans it was 
declared that government loans were 
undesirable. For instance, these ques- 
tions which disturb trade and com- 
merce to-day would be settled if they 
were purely between business men, 
but because they must be submitted 
to Parliamentary and Congressional 
bodies it is more difficult to arrive at 
a complete and lasting schedule. 


Budgets 


As to budgets, we repeated the old 
truism that income and outgo must 
bear a reasonable relation, but we 
added the reservation that in securing 
income the processes of taxation must 
not be used to such an extent as to 
stifle industry; the accent always be- 
ing that the prime requisite is to re- 
store the opportunities of industry 
to earn its way through these bur- 
dens; that efforts by governments to 
stabilize exchange have been futile; 


that the establishment of sound 
budgets and elimination of waste 
would in themselves tend to return 


to the gold parity of exchange. 


The delegates of the twenty coun- 
tries represented have gone home 
pledged to further the adoption of 
these principles in every way they 
can. Some day, and probably in the 
near future, I am confident that a 
move will be made in which this state- 
ment of the business men of the 
world, if essential in the necessities 
of the settlement, will come into play, 
and the earning processes of indus- 
try and investment made secure. 


At Rome, we took one other issue 
with what we had observed in Europe 
—the production theory—the philosophy 
of production. We found in Europe 
generally, and usually accepted by 
those men who direct industry, the 
fallacy that only so much work can 
be- done, and that by restricting the 
output, service,can be spread among 
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more wage-earners, and therefore pro- 
duce more wages. 

That runs contrary to the experi- 
ence of America. If America has 
made any substantial contribution to the 
economic history of the world, it is 
in its demonstration that enlarged 
production does, by its economy and 
the earning power which it creates, 


‘expand production, and with that goes 


a great enlargement of the average 
of common human possession, and a 
great advancement in the standard of 
common living. 


Production Fallacy 


We found in Europe under this 
fallacy—a great opposition to the 
utilization of mechanical devices, par- 
ticularly in the port cities. For in- 
stance, passengers and cargoes are still 
being lightered to and from ships. The 
American delegation pointed out that if 
earning power is to be accelerated me- 
chanical aids must be called in to dis- 
place manual labor. Manual labor so 
displaced, does not mean unemployment, 
but an opening of new avenues of in- 
dustry. 

Let me show what I mean: Take 
agriculture in our country. The 
census of 1920 showed, as compared 
with 1900, that there were 1,700,000 
fewer workers engaged in agriculture, 
but the aggregate crop has increased 
by 20, 30 and 40 per cent. This means 
economy of production, without ques- 
tion. 


A scientific estimate of the days 
of manual labor necessary to produce 
the average wheat crop of America 
is 7,000,000 days, but if it were pro- 
duced under the methods of agricul- 
ture maintained before the invention 
of the harvester, and those devices 
which followed it, it would take 
130,000,000 days of manual labor. 
Now has that labor displaced unemploy- 
ment? It has not. 


Our Own Development 


In twenty years there have devel- 
oped four new industries—automobile, 
motion picture, the electrical and the 
chemical industries. At least 30,000,- 
000 people today get their livelihood 
from four industries almost unheard 
of twenty or thirty years ago. How 
could we have manned these except 
by the release of this manual labor 
and by the substitution of mechan- 
ical aids, through the service of science 
and invention? 


Moreover, the factory output in 
America, which in 1920 was 95 per 
cent. larger than it was in 1900, in- 
dicates by analysis that eliminating 
from this constantly growing factor, 
production, those things of current 
consumption, such as food and cloth- 
ing, it is a reasonable calculation that 
the average home in 1920 possessed 
three times the articles of common 
use and convenience that the home 
of 1900 did. 
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How recently have come into use 
such things as plumbing, bathrooms, 
telephone, phonographs and _ auto- 
mobiles, in the expansion of human 
existence. These are the creation of 
the American theory of enlarged pro- 
duction. 


Challenged the Fallacy 


So at Rome we 
social fallacy that there is only so 
much work to be done, and_ substi- 
tuted for it a declaration that by every 
mechanical aid, by the attainment of 
eficiency of the worker, we stimu- 
late individual production in the in- 
terest of enlarged standard of living, 
and that this is the only way we can 
maintain advancement. This was 
unanimously adopted and will be re- 
ferred to fin a scores of sways in 
the settlement of industrial disputes 
throughout Europe. 

Do you realize that by the service 
of science and invention, and these 
mechanical aids, the average earning 
power per capita in the world is con- 
stantly increasing, and that America, 
with its adaptability to invention, is 
showing the way? 

In 1850 the per capita annual earn- 
ings was $100, in 1890 it was $200 and 
in 1920 it was $600. Our total na- 
tional wealth is $300,000,000,000, while 
our nearest rival, England, with 2,000 
years of history, a very old nation 
compared to us, has $105,000,000,000. 

We have done this thing in Amer- 
ica—we have shown them a new way 
to bring human comforts, human pros- 
perity, and human contentment,—and 
it is our job that these principles 
shall be argued with conviction and 
logic—and put into play throughout 
the world. 


challenged the 


Savings Power 


This is the explanation as to why 
there has been the extraordinary ad- 
vance in savings power in this coun- 
try. In the ten years from 1913 to 
1922, the total deposits in the national 
banks of this country increased from 
six billion to sixteen billion—160 per 
cent. in ten years; and that savings 
accounts have increased from four 
and three-quarters billions in 1913 to 
seven and: a quarter billions in 1922, 
an increase of 50 per cent. in ten 
years. 

And yet we are trying to measure 
industry to-day by referring to the 
pre-war normal, 1913, and setting up 
the marks of 1913 as the present normal 
measure, when this fast process of 
increased earnings and savings and 
accelerated earning power per individ- 
ual is going on! You have to recast 
your datum points, not with reckless- 
ness, with all caution; but you have 
to recast them’in view of this ex- 
traordinary development of earning 
power by the service of science and 
invention through the processes of 
industry brought to perfection in 
America, as nowhere else in the 
world. 
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Regarding Caution 


You hear on every side words of 
caution about the present business 
activity in America. I do not mean 
to throw caution to the winds, but 
when you consider that the produc- 
tion total today in America has passed 
the peak of 1920, but that the price 
index is 35 per cent. lower than 1920, 
perhaps we are only in the normal 
and regular demonstration of the de- 
velopment of a vast earning and buy- 
ing power in America, which rests 
on very secure foundations. 

For instance, the following things 
happened in March: We made a 
record on the cotton consumption, 
on the pig-iron production, and, in 
steel ingot production; locomotive ship- 
ments were the largest ever made, 
unfilled locomotive shipments were 
the largest ever recorded; zinc pro- 
duction was the largest 
corded, and bituminous coal was the 
largest, with two exceptions: anthracite 
was the largest with one exception; 
retail sales were the largest, mail- 
order-house sales were the largest, and 
the car-loadings were the highest ever 
known this time of year; the sales of 
life insurance were the largest ever re- 
corded, automobile and truck production 
was 346,000—far the largest ever re- 
corded, and_ residential construction 
was the largest ever recorded. 


Future of Business 


These are recorded through a large 
number of industries. They either 
show a hectic and feverish activity in 
which you have a right to feel cau- 
tion, or they show the constantly ac- 
celerating curve of human use which 
is a sound foundation for industry. 

If you keep in mind the picture 
I drew of these new areas which are 
beginning to aspire to a standard of 
living and common possession never 
dreamed of heretofore, the potential 
markets of millions of consumers who 
have no knowledge of the thousands 
of articles which are common in 
America, you will see what I mean 
when I say that some day—and per- 
haps this is the beginning—the factory 
production will run at full speed for 
years and years to keep up with it. 

Now the story sketched of national 
wealth and growth and _ resources 
would fall short of its really human 
translation if you did not keep in 
mind this fact: that the volume of 
production, the increase in production 
of the things in common use, which 
in 1920 doubled that of 1900, indicates 
a more widely distributed possession 
of earning and buying power than 
the world has ever seen, because 
manifestly such a volume of factory 
production could not be marketed if 
possession were in the hands of the 
wealthy few. 

So you have this demonstration— 
not only the extraordinary building 
of wealth, but the demonstration of 
the peculiar American genius for large 
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sale production, which has create 
the widest, and most just distributio| 
of wealth and common ownership th 
world has ever known. | 


Precious Things 


These things aré precious things t| 
preserve. The conditions under whic 
they have been created have a signifi 
cance wider than American pros! 
perity, that of vast human _ servic) 
throughout the world; and it is ou 
job, men, to appreciate these truth: 
these economic laws, which operat: 
thus, to preserve the conditions unde 
which they have developed. j 

This is the significance of the pos) 
tion of such an organization as your: 
and that of the National Chamber o: 
Commerce and even the Internationa 
Chamber of Commerce. If we dis 
charge the responsibility and trus. 
which American leadership impose) 
on us, we will build, by the ethics o| 
our own trust, a record which en 
titles us to public confidence, and w: 
will have the logic which carries con) 
viction in the other fields of th 
world. 

The other countries are anxious ti 
retrace their steps and restore publi. 
utilities and facilities to public owner) 
ship, and they are convinced that i 
the only way they can be made ti 
develop. At home we have to de 
fend that field of private ownershij 
and private operation, developing thi 
American theory of wise and genera 
regulation in the public interest 
rather than that of public ownershiy) 
or operation. 


Wants Co-operation | 


This is the duty of responsibilit)| 
which falls on organizations’ such a: 
the American Bankers Association} 
and the Chamber of Commerce, and i 
is because of this that the Nationa’ 
Chamber wf Commerce feels that i 
is going to try and discharge thes¢ 
duties of leadership; it wants to help 
such associations as the Americar) 
Bankers Association, it wants youl 
co-operation and it wants more thar| 
that—it really wants your co-operative 
membership as one of the blocks ir 
the foundation on which it must 
speak with conviction and authority 
these truths which American business, 
realizes as no other section of oul! 
country. 


“Sal 


| 
‘ 


Harris Creech has been elected presi-| 
dent of the Cleveland Trust Company, 
Cleveland, O., to fill the vacancy caused 
by the death of F. H. Goff. Mr. Creech 
began his banking career 31 years age: 
as a messenger in the Garfield Savings: 
Bank of Cleveland and he had for six 
years been president of the Garfield. 
Savings Bank when it was merged with 
the Cleveland Trust Company last year. 
Since the merger Mr. Creech has been 
vice-president of the Cleveland Trust 
Co., and has served as a member of its 
Executive Committee. 


of Science. 


The Heaviest Tax on Agriculture 


Apathy and Indifference to New Methods and to the Offerings 
Agricultural Symposium, Participated in by Bank- 
ers and Agriculturists, a Long Step Toward a Better Understand- 


ing of the Separate Responsibilities and Limitations of Both 


riculture during the Spring Meet- 
ing of the Executive Council. 
In his report to the Council, 
Burton M. Smith, Chairman of the Ag- 


Fy ricstare' was placed upon ag- 


ricultural Commission outlined the pres- 


—=— ~~ ee 


ent purposes and plan of the Commission 
‘which will be carried out by its director 
Dr. Otis assisted by H. L. Russell, Dean 
College of Agriculture, University of 
Wisconsin; W. M. Jardine, Kansas Agri- 
cultural College; W. R. Dodson, College 
‘of Agriculture, Baton Rouge, La. 
_ The Banker-Farmer now published at 
Madison, Wis., under the immediate di- 
rection of Dr. Otis will be improved 
and enlarged in usefulness. An after- 
noon was devoted to an agricultural sym- 
posium at which Chairman Smith pre- 
sided and during which four very inter- 
esting addresses were made. ‘American 
agriculture must of necessity become 
more intensive,” said President Puelicher 
in the course of his remarks. “We have 
reached our frontier; there is no going 
beyond—the Pacific Ocean has called 
the halt. It therefore means that farm- 
ing methods, farm finance, everything 
that goes toward farming must be on a 
different basis than when to farm you 
simply skimmed surface crops off the 
soil of a productive country.” 


Dean H. L. Russell 
Dean H. L. Russell of the Wisconsin 


College of Agriculture, delivered an ad-’ 


dress which made a profound impression 
upon all who were fortunate enough to 
hear it from which the following is 
taken : 
. “The farmer has no business to ask 
the banker for special favors. Neither 
is he disposed to do so. All he has a 
Ya to ask or even expect is a square 
eal. 
“The banker has not forgotten the 
Pidark days of 1921. In the recovery 
which is now so auspiciously under way, 
let us not lose sight of the lessons then 
so dearly learned. Let us see that the 
farmer’s continued need for credit is 
supplied only for sound productive pur- 


poses, not speculative or recreational 
wants, 
' “The United States Department of 


Agriculture estimates for 1922 and 1923 
‘hat two and one-half times the normal 
number joined the exodus from the 
arms. 

ae. until the increased needs for 
consumption overtake production. and the 
‘ide turns.” 

_ Dean Russell particularly pointed out 
chat co-operative marketing now engag- 
ng such widespread attention, needed 
< ae guidance and that the banker was 


varticularly fitted to assist. The Dean 


This ebb and flow will of course - 


also declared that the production figures 
were absolutely necessary and that the 
banker should urge upon his farmer client 
the value and importance of business re- 
cords as an aid in better farm manage- 
ment. He continued: 

‘We hear nowadays about over-pro- 
duction, that if acreage was actually cur- 
tailed so as to cut quantity-production, 
it would solve the main difficulty which 
now confronts the American farm, viz., 
relatively low prices. While this may be 
temporarily true because of unusual crop 
conditions for the past three years, and 
the partial damming up of the European 
outlet, yet the fundamental fact must al- 
ways be kept uppermost in mind that the 
hope of individual profit on the farm 
will in larger measure rest on lowered 
costs of production rather than quantity 
output. 

Production Cost 


The cost of producing milk in 1920- 
21 on nearly 250 farms in one of our 
best Wisconsin counties ranged from 
$1.36 to $7.88 per 100 pounds milk. The 
average cost price was approximately 
$3.00. Over one-half of these farmers 
had a cost price between $2.50 and $3.00 
per hundred. By what stretch of the: im- 
agination is it possible to conceive that 
the ten farmers whose costs averaged 
over $5.80 per 100 pounds could ever 
break even? It is worth noting in this 
connection that the average annual pro- 
duction per cow of this high cost group 
was 4,100 pounds, while the group having 
a cost of from $2.50 to $3.00 had an 
average production of 5,960 pounds. 

“Tt is this fundamental fact that makes 
it impossible ever to hope that any price 
fixing method can succeed in overcoming 
the operation of the economic law of de- 
mand and supply. If resorted to as a 
war measure to stimulate production, it 
aids rapidly in its own undoing by creat- 
ing an artificial stimulus that hastens its 
own downfall. 

“We object to high taxes, but the 
heaviest tax from which the farming in- 
dustry suffers is the tax laid on us by 
apathy and indifference, a failure to 
recognize that costs of production are 
vastly increased through the let-it-go 
policy. Science and education are con- 
tinually pointing the way and showing 
how it is possible for any man to lift 
himself above the dead level of medioc- 
rity to a higher plane of economic 
sufficiency. But these improved methods 
filter slowly, oh! so slowly, through the 
community body. They are, however, 
the methods that have made the American 
farmer the most efficient farmer in the 
world when considered from the stand- 
point of production per individual or in- 
come per farm.” 
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Walter. W. Head, President of the! 
Omaha National Bank, Omaha, Nebras- | 
ka, who-is also a farmer, told, the; 
audience that the manufacturer of New 
England is just as vitally interested in 
the farmers of Missouri, Kansas, Ne- 
braska and’ Iowa as are the bankers who ' 
are engaged in business in those States. 
The farmer and the banker are natural 
allies, he ‘said. 


The farmer and the ranchman during 
the last few years have had all the credit 
needed; in many cases very much more 
credit than he should have had. Con- 
tinuing Mr. Head said: 


“I remember some of our live stock 
men. Take sheep, for instance. Why 
bankers, and sheep loan men, loaned as 
high as $15 per head on ewes. I know 
that within a period of a few months the 
value of those ewes went down until 
there was not a cattle-loan man, a sheep- 
loan man, who was willing to take them 
off the farmers’ hands for $4 or $6 a 
head. Remember, that was not within a 
period of years—but months! 


“T also saw the price of wool go from 
sixty cents per pound, where everybody 
was trying to buy it at that price, down 
to 20 cents per pound, where the farmer 
could not find anybody who was willing 
to write out his chcek for the amount 
just mentioned—20 cents per pound. 

“And so, naturally, a condition of that 
kind that affects the farmer, cutting off 
his purchasing power, if you please, de- 
stroying his own belief in himself and in 
the banker and in everybody else, can 
only bring about one condition and that 
is a chaotic condition, which to a more 
or less extent (and more, from my stand- 
point) affects every single business man 
and laboring man, regardless of what 
job he may have, in the United States.’ 


Gray Silver 


Gray Silver, Washington representative 
of the Farm Bureau Federation, discussed 
liquidating farm crops and in the course 
of his address said: 

“Price fixing was referred to by one 
of the previous speakers. There are 
fully twenty bills in Congress asking for 
arbitrary governmental price fixing in one 
form or another. The farmer does not 
want to be treated as a ward of the gov- 
ernment. He does not want an arbitrary 
price fixed. It would defeat its own end. 
For if we were successful enough to se- 
cure the fixing of a price on wheat, of 
$2.00 or $2.50 or even $3.00 a bushel, 
Congress would think it a generous thing 
for the farmers, and the farmer might 
temporarily feel he was happy—and the 
consumer would be unhappy. 

“But what would be the effect? He 
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Inspecting A Livestock Exhibit at the Spring Meeting 


could not again get the price changed. 
It was fixed by governmental agency. 
Yet, those ,groups which supplied him 
with the needed thing he must have in 
production, controlling their own price 
fixing, would overnight change that price 
and he would be at the same disadvantage 
that he was before. 

“Someone remarked that the farmers 
had gotten too much credit. I want to 
say that as long as the system is in 
vogue, where, when harvest time arrives, 
the farmer is expected to sell his crops 
and pay his obligations, and unless he 
gets additional credits, how is he going 
to warehouse his goods and install orderly 
marketing? We have to have more 


credit and we have to have it in a way 
that we can use it.” 

G. L. Noble, National Secretary of the 
Boys’ and Girls’ Club movement spoke 
in behalf of his club work: 

“Fifty years ago Bismarck had a burn- 
ing desire and ambition to conquer the 
world, accordingly he encouraged every 
boy to play soldier and the result was 
the great World War. Thirty years ago 
the teaching of the evil effects of alco- 
holism were included in the physiologies 
used in the schools and the W. C. T. U. 
became active in obtaining pledges from 
young people, all of which resulted in 
the Eighteenth Amendment. Therefore, 
I repeat, the things that farm boys and 


girls are thinking and doing today will 
determine very largely the destiny of th 
nation tomorow.” 

A demonstration in canning was then 


given by two girls under the direction of 


Miss Elsie Trabue, Assistant State Club 
leader of Connecticut, which created con- 
siderable interest among the bankers. 

Afterwards the bankers had a demon- 
stration of the difference between live- 
stock methods. Farm Club boys from 
Pennsylvania showed two heifers, one 
ordinary scrub stock and the other a 
blooded animal which the youth in charge 
had purchased on money borrowed from 
a bank and was paying off his note. 


State Secretaries’ Section 


HE members of the Secretaries 

Section have been very deeply im- 

pressed by your President with 

the importance of the work that he 
has been doing along lines of economic 
education. ‘We believe ;that we are 
fortunate in being in that position where 
we can help in this way. We think that 
the work will depend greatly upon the 
activity in each state of the Committees 
on Economic Education and that in 
turn their activity and the efficiency de- 
pend greatly upon the push displayed 
by the Chairmen in each state and we 
believe that we can have an important 
part in developing that energy in those 
Chairmen which will help the President 
in the work which we believe, every- 


By W. B. HUGHES 


thing considered, to be as vital as any 
the Association has ever been engaged 
in. 

For the moment our attention is cen- 
tered to some éxtent upon the question 
of insurance premium rates for banking 
and insurance and bonds for the reason 
that the members of the various state 
associations and in the main the mem- 
bers of this Association look to the 
secretaries if they have anything along 
that line not to their satisfaction. Our 
Section hopes to co-operate a little more 
fully with the Insurance Committee of 
your Association, especially along this 
premium rate line in which your Com- 
mittee has not up to now concerned 
itself, feeling its duties were along other 


lines connected with insurance. We be- 
lieve, with their assistance, we can get 
at the facts involved in the recent in 
creases in premium rates which we 
would not want to say are not justified 
—they may be. All the Secretaries 
Section maintains is that we believe it 1s 
our business to possess ourselves of all 
of the facts and information pertaining 
to these rates to allow the bankers to 
decide whether in their opinion the rates 
should have been raised. We believe we 


can get this information which has not — 


heretofore been available. We find it 
very difficult to secure but with the full 
co-operation of our Section and your 
Insurance Committee we believe it can 
be done. 


May, 1923 
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Declaration of Principles 


HE Executive Council of the 

] American Bankers Association 
at its Spring Meeting held at 

the Westchester-Biltmore Coun- 

try Club on April 25 to 27, affirms 
its adherence to certain principles 
which it believes necessary for the 
further progress and continued hap- 


_ piness of the people of this country. 


General Conditions 


HE Council is glad to make 
il note of the prevailing prosper- 
ity, but it takes this occasion 
to sound a note of caution by 
expressing the hope that the business 
men of the country will exercise suf- 
ficient self-restraint to prevent infla- 


_ tion and over-expansion such as took 


place immediately following the war 
and which led to disastrous conse- 
quences. It urges the bankers of the 
country not to make credit available 
where it is to be used for the purpose 
of speculation whether in commodi- 
ties or securities. 

We view with satisfaction the pres- 
ent sound condition of the banks of 
the country and the ample service 
they are rendering. While recogniz- 
ing the possibilities of inflation latent 
in our great gold reserve, we are 
gratified to note that the temptation 


_to take advantage of this situation 
has been sucessfully resisted and that 


_ duction and not of credit. 


the expansion which has so far taken 
place has been an expansion of pro- 
If purchase 
and production can be kept within 
the legitimate bounds of sale and 
consumption, we feel that a contin- 
uance of sound and prosperous busi- 


mess conditions can be expected for 


an indefinite period. 


Federal Taxes 


' E desire to express our cordial 
approval of the courage and 


wisdom shown by the Secre- 

tary of the Treasury in his 
public statements concerning the 
problems of Federal taxation. That 
the present excessive surtaxes both 
limit the amount of tax revenue re- 
ceived by the government and act 
as a brake upon business progress 


_ is the inevitable conclusion of an im- 


partial study of this problem. ~ 

In the light of banking experience 
we feel warranted in urging the con- 
sideration of some plan by which the 
Present method of reviewing and re- 
vising income tax reports over an 
indefinite period of years may be re- 
placed by a limited period of review 


in order that exact knowledge of tax 


obligations may be established within 
some reasonable time. 


Paternalism 


HE Council views with regret 

the evident tendency towards 

centralization of power in busi- 

ness matters in governmental 
bodies and bureaus. The increasing 
number of laws interfering with the 
normal operation of economic law 
complicates unwarrantedly our proper 
business procedure and unnecessarily 
adds to the expense and difficulty of 
business activities. The constant and 
futile effort to solve business prob- 
lems by legislative enactment and to in- 
ject government into competitive busi- 
ness enterprises works a serious hardship 
not only upon the business directly af- 
fected but upon the entire body of tax- 
payers, because of the inevitable loss and 
waste that attend all such government 
efforts. At the recent session of Con- 
gress laws were enacted calculated to 
lead to still further encroachment upon 
private undertakings and mark, we 
believe, a dangerous trend. 


Agriculture and Labor 


HE Council indorses the work 

of the Agricultural Commission 

in establishing closer relations 

between the banker, the farmer 
of the country, and the agricultural 
colleges. The Council is convinced 
that the work so successfully in- 
augurated this year will result in the 
maintenance and strengthening of the 
fundamental institutions of our coun- 
try. 

There is no question in our opinion 
that our whole agricultural industry 
has been suffering not from a lack 
of credit but from a super-abundance 
of credit which has frequently led 
to speculation in land and uneconomic 
expenditure. The misapprehension 
broadly shared that the fall in the 
price of farm products was caused by 
undue restriction of banking credit 


thas been so clearly disproved by gov- 


ernment boards themselves that it 
seems unwise to us to base legislative 
remedies upon such an _ untenable 
position. 

The Council believes that the most 
serious condition confronting the 
farmers of the country is due to the 
maladjustment prevailing between the 
prices which farmers receive for their 
products and those which they are 
compelled to pay for the goods which 
they themselves must purchase. This 
maladjustment arises in part from the 
demands of organized labor and from 
the chaotic condition of the European 
markets. The Council believes that 
in this connection our whole immigra- 
tion policy should be carefully con- 
sidered with a view of having a suffi- 
cient supply of labor available for 
agriculture and industry. At the same 
time it ought to be possible to pre- 


-vent the entry of such who are likely 
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to prove a menace to the political and 
physical welfare of this country. 


Foreign Affairs 


HE Council affirms the view 
expressed by the Association at 
its convention in October of 
last year and previous meetings 
that it would be highly desirable for 
the government of our country to 
formulate the principles upon which 
it is willing to join with other nations 
to establish sound economic condi- 
tions in Europe. It views with alarm 
the continued unrest in Furope and 
has no sympathy with the view which 
believes it possible for our prosperity 
to rest upon a sound basis while a 
large part of the world remains in 
turmoil. 


Disabled Soldiers 


HE American Bankers Associa- 
tion has repeatedly voiced its 
interests in the welfare and 
comfort of our disabled soldiers 
and is desirous of seeing every rea- 
sonable provision made for their re- 
lief. Since charges have been made 
that there have been errors and de- 
fects in the administration of funds 
provided by Congress for the relief 
of our disabled veterans, the Associa- 
tion offers, through its Executive 
Council, its aid to the United States 
Government, to the American Legion 
and to any other organizations ac- 
tively engaged in promoting the 
welfare of our disabled soldiers in 
the recent war, with a view that the 
work of the Veterans’ Bureau may 
be so adjusted as to make it function 
with a maximum degree of efficiency 
in that service which is at once an 
obligation and a privilege for the 
American people to perform. 
Meio 


Postal Savings 


HE Council repeats the views 
expressed on several occasions 
relative to the danger of the 
government campaign for an 
expansion of the Postal Savings Sys- 
tem. The Council regards this as 
another attempt of the government 
to enter upon the domain of private 
business enterprise. It denies that 
there exists any necessity for pro- 
vision for the accumulation or con- 
servation of the people’s savings fur- 
ther than that already provided for 
by existing banking institutions. It 
would therefore deplore any attempt 
to create new government agencies 
in the savings field. 

It also looks with disfavor upon 
any attempt by corporations or pri- 
vate business interests to pervert the 
whole established plan of savings for 
the purpose of stimulating sales for 
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commercial gain by creating a debt 
under the guise of thrift. 


| 
President Puelicher 


HE Council expresses its keen 
appreciation of the _ splendid 
work done by its president, 
John H. Puelicher, in develop- 
ing still farther the educational work 
of the American banker and his con- 
tinued efforts to impress upon our 
whole people the need for sound 
economic thinking and upon our 
membership the necessity for the 
American banker to play his part in 
teaching fundamental economic truths 
to the American public. 

In harmony with the views so force- 
fully expressed by our President, we 
desire to emphasize the responsibility 
of the banker as a leader in business 
thought. His position as a citizen 
and an important member of the busi- 
ness community fastens upon him the 
plain duty to do all in his power to 
encourage and direct accurate thinking 
upon economic problems as well as 
correct practice in business matters 
upon which the whole structure of 
sound business must be based. 
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In Memoriam 


HE Council notes with the 
deepest regret the death of sev- 
eral members of our profession 
who have been of the greatest 
help and assistance in developing the 
work of the American Bankers As- 
sociation and it wishes hereby to 
spread upon its record the names of 
those who have especially served the 
profession through this Association. 
The Council extends its heart-felt 
sympathy to the close colleagues and 
members of the families of the de- 
ceased: 

D. M. Armstrong, vice-president 
Commercial Trust & Savings Bank, 
Memphis, Tenn. 

P. B. Bartley, vice-president Con- 
rad Trust & Savings Bank, Helena, 
Montana. 


F. H. Goff, president Cleveland 
Trust Co., Cleveland, Ohio. 
Edmund D. Hulbert, president 


Merchants Loan & Trust Co., also pres- 
ident of the Illinois Trust Savings and 
the Corn Exchange National Bank, Chi- 
cago, III. 

Joshua D. Powers, president Com- 
monwealth Life Insurance Co., Louis- 
ville, Ky. 


May, 1923 


William P. Sharer, President Mid- 
land Bank, Cleveland, Ohio. 


Speakers 


UR sincere appreciation is ex-’ 
() rressed to the various speakers 

who gave of their time and in- 

terest to the edification of all 
who have attended our sessions. Par- 
ticularly do we wish to extend our 
thanks to Mr. Frederick G. Godéd- 
enough, Chairman of Barclays Bank, 
England, and to Mr. Julius H. Barnes, 
President of the Chamber of Com- 
merce of the United States of Amer- 
ica and Dr. J. W. Spaeth of Princeton 
University. 

Hosts 


E also render our thanks to 

VW our hospitable hosts, the West- 
chester-Biltmore Country Club, 

who have made the stay at their beauti- 
ful club house so pleasant to our friends 


and ourselves. 
F. H. Sisson, Chairman 


Ree meclecht C. L. Brokaw 
C. H. Deppe E. H. Furrow 
T. R. Preston W. A. Blicke 
Evans Woollen L. L. MelInnis 


Walter Lichtenstein, Secretary 


Progress of Economic Education 


MONG the many important ac- 

tivities of the American Bankers 

Association, practically all of 

which have a nation-wide in- 
fluence and some an international in- 
fluence, there is none that is likely to 
_be exceeded in importance when the 
lapse of time permits a correct relative 
valuation, than its educational work. 
This work is not confined to one de- 
partment or commission but is carried 
out jointly through several bodies 
such as the Public Relations Commis- 
sion, the American Institute of Banking 
and the Committee on Public Education. 
Vice-President E. H. Sensenioh of Port- 
land, Oregon, of the Committee on Pub- 
lic Education, told the Council in his 
formal report that 21,843 talks had 
been given under the auspices of the 
Committee to audiences aggregating ap- 
proximately, 2,273,000. Illustrative of the 
growth of the work there is one out- 
standing case: last year only about 100 
persons were reached by the Committee 
on Public Education in the whole state 
of New Jersey while this year through 
the organization of a speakers’ bureau 
in Passaic County, N. J., talks have been 
given before audiences aggregating 10,- 
000. In California 1,500 speakers gave 
talks to 390,000 people. In Wisconsin 
last year 1,000,000 persons heard the 
talks. 

An education symposium held in con- 
nection with the Spring Meeting was 
presided over by R. S. Hecht of New 
Orleans, Chairman of the Committee on 
Education. Alice L. Rose, Chairman of 
the National Financial Group, Special 


Libraries Association of New York, 
read a paper, “The Service a Financial 
Library May Render the Modern 
Banker.” George W. Dowrie, Dean of 
the School of Business, University of 
Minnesota discussed “Some Lessons 
from Recent Experience” and concluded 
with this statement: 

“No amount of fancy patent remedies 
can ever take the place of homely cures 
such as honesty, economy and efficiency, 
when any group is suffering from the 
ill effects of a crisis. We in America 
are too prone when we have committee 
excesses to rush into our legislative halls 
in an effort to avoid the after effects 
of securing the passage of a lot of half- 
baked and ill-advised measures. Like 
Naaman of old, we are indignant when 
we are bidden to wash in the unap- 
petizing waters of the Jordan and crave 
some fancier more high-sounding 
remedy. Insofar as the plight of any 
group is due to extravagance, specu- 
lation and general lack of foresight, the 
only effective remedy lies in the prac- 
tice of the virtues which are the op- 
posite of these vices. 

Finally, in spite of the fact that most 
of us here, including myself, voted to 
place in power an administration 
pledged to a policy of isolation, the 
results of the last two or three years 
have caused us. to wonder whether 
greater participation in world affairs is 
not only desirable but quite imperative. 
Because of our great abundance and 
variety of resources we could un- 
doubtedly set up a fairly workable, in- 
dependent, political and economic 


system in the United States, but 
such a _ policy is contrary to the 
highest well being of our _ people. 
Even if in most parts of the country, 
today what seems to be a full and nor- 
mal prosperity exists, I cannot see how 


it can be of long duration in the face 


of existing conditions in Europe and in 
those sections of other countries, in- 
cluding the United States, which de- 
pend upon Europe to buy their ex- 
portable surpluses. I have no desire to 
see this nation entangled in European 
quarrels, but, aside from all considera- 
tions of altruism, I am convinced that 
we must participate in the settlement 
of the Old World’s difficulties, if our 
own economic and political salvation 
is to be made secure. Through our 
disinterested leadership, supplemented, 
when the time is ripe, by financial as- 
sistance, it is up to us to help put to 
rights a condition which if it continues 
can result in nothing less than the an- 
nihilation of European civilization. 
Edwin F. Gay, editor of the New 
York Evening Post, discussed, “Re- 
search and the Case System in Rela- 


tion to Education for Banking” in which | 


he gave, among other things, his ex- 
perience in developing the School of 
Business at Harvard University. Others 
who contributed to this interesting an 
valuable symposium were Clarence 
Chaney, of the American Institute of 
Banking and Louis Stephenson who read 
the report of Andrew Smith of Indian- 
apolis, chairman of the Indiana State 
Educational Committee, and President 
Puelicher. 
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Immigration, Buying and Tariff 


By M.A. TRAYLOR 


Surprising Results Revealed Through an Investigation Conducted 
by the Economic Policy Commission. Largest Number of Replies 
to Tariff Question Indicated the Opinion that Duties Had No 
Effect on Local Prosperity. Division of Opinion on Immigration 


HE Economic Policy Com- 
mission decided, at the meet- 
ing in October that it would 
be desirable if the chairman of the 
Commission undertook to make an- 


other survey of certain conditions 


in the country and present a report 
to this meeting of the Executive 
Council, but voted that it would be 
advisable to make a change in the 
type of the survey to be undertaken. 
John S. Drum, when president of 
the Association, made two surveys, 
and last year Dr. Walter Lichten- 
stein, as Secretary of the Commis- 
sion, made another. ‘They did not 
conduct a referendum, but selected 
certain answers made to the ques- 
tionnaires and did not give equal 
weight to every answer received. 
The same result might have been at- 


tained if questionnaires had been 


sent to merely a very few people in 
each state who were regarded as un- 
usually qualified to express an opin- 
ion about economic conditions in 
their territory. This is not the us- 
ual and accepted way of making 
economic surveys. 


Three Questions 


Accordingly, the questionnaire 


‘this year contained only three ques- 
tions for the answering of which 


statistical information was not re- 
quired. The questionnaire was sent 
merely to the members of the Asso- 
ciation who had in previous years 
shown a willingness to assist the 
Commission. The answers received 
were tabulated, and no effort was 
made to weigh the answers of one 
individual against those of another. 
In other words, the report here sub- 
mitted gives the results of a vote 
taken among the members of the 
Association on certain fundamental 
economic questions of interest at 
this time. To be sure, votes were 


cast by only 479, but as they were 


in no sense selected, it may be taken 
for granted that these 479 represent 
fairly the opinion of all the members 
of the Association, just as in our 
ordinary elections, those willing to 
vote represent all the ‘qualified 
voters of the district or country. 
Seven hundred and eight question- 
naires were sent out on March 10, 
and, as stated, already, 479 answers 
were received, the last which were 
considered being received on April 
13, 1923. The answers, therefore, 
represent conditions as they were 
understood to exist between March 
10 and April 13. 


The Tariff 


The first question asked was the 
following: 


“What in your opinion is the effect 
of the present tariff upon the industries 
with which you are familiar? If it has 
had no effect so far, is it believed in 
your part of the country that the tariff 
will have any effect, either beneficial or 
injurious, upon the prosperity of your 
part of the state?” 


One hundred and twenty an- 
swered that the tariff was injurious 
to the industries in their respective 
territories; 166 stated that the pres- 
ent tariff was beneficial, and 188 be- 
lieved that the tariff had no direct 
effect upon the prosperity or lack 
of prosperity in their territory. A 
very large proportion of those vot- 
ing believed that the tariff had little 
if any effect upon the welfare of the 
country, and in general there seems 
to be a feeling, which made itself 
evident also last year, that there is 
little interest in the whole tariff 
question. As one writer stated, the 
tariff is a local issue. Those regions 
of the country which deal mostly in 
raw products desire to obtain manu- 
factured goods, either domestic or 
foreign, as cheaply as possible, while 
the regions where manufacturing 
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industries are predominant, not un- 
naturally, d:sire protection for these 
industries. One phase of answer is 
of special interest. A number of 
those answering the questionnaire 
living in agricultural regions made 
the statement that the placing of 
heavy duties upon grains has proved 
of no advantage to the farmer. 

The second question read as fol- 
lows: 


“In your opinion is there much for- 
ward buying for fall consumption? Are 
retailers buying readily, and if so, along 
what lines?” 


The striking fact will be noted 
immediately that according to an- 
swers from all over the country 
there is no tendency to buy heavily 
in advance. The lesson learned in 
1919 and 1920 is evidently well re- 
membered, and with few exceptions 
those answering the questionnaire 
believe that forward buying is on a 
very consefvative scale and that 
there is little tendency to speculate 
in commodities. If this is so, and 
the same is borne out by reports 
made on this question by other or- 
ganizations, there is little likelihood 
that we shall have repeated now 
the dangerous inflation of the year 
or two immediately following the 
war. 


Most Interest in Labor 


The third question read as fol- 
lows: 


“Does there appear to be any shortage: 
of labor in your part of the country 
which would be relieved if the present: 
restriction upon immigration were to be 
relaxed? As far as you can judge, what 
seems to be the best opinion in your 
part of the country regarding the atti- 
tude which the country ought to assume: 
toward immigration?” 


Here we found the sharpest divi- 
sion of opinion, and in general those 
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this is almost tantamount to saying 
that at present immigration is not 
very much desired. The facts are 
that we cannot hope for very large 
immigration from Northern Europe 
for the present. ‘There is no way 
of compelling certain peoples to 
come to us unless we are to under- 
take to offer bonuses, and to do so 
would require radical changes in our 
laws. If, then, we do not desire 
immigrants from those parts of the 
world from which people do wish 
to come to us, it simply means that 
we wish immigration curtailed more 
and more. It is, after all, a condi- 
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tion and not a theory which con- 
fronts us. 

Appended hereto is a table show- 
ing the answers by states and re- 
gions. It is easy to understand that 
in the New England and Middle 
Atlantic states the tariff should find 
favor, while there should be much 
opposition in the agricultural states 
of the West North Central region. 
In the old South, comprising the 
official divisions of East South Cen- 
tral and West South Central states, 


we find the supporters of the pres- 
ent tariff numerically almost as 
strong as its opponents. ‘This illus- 
trates clearly the shift that is taking 
place in the southern states. 
Mountain states are favorable to 
the present tariff largely because it 
protects the wool growers. . 


country are agreed that forward 
buying is proceeding on a very con- 
servative basis. It is only from the 
Middle West, comprising the East 

- 
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As al- 
ready indicated, all parts of the 
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North Central and West North Cen- 
tral states, that we have any large 
number of reports indicating an ab- 
normally active buying, showing a 
tendency toward inflation. In re- 
gard to labor, there seems to be 
some shortage everywhere, but evi- 
dently it is not serious. As regards 
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immigration, it is evident that the 
eastern part of the country favors 
lenient laws, which is not unnatural 
because more than other parts of 
the country, its prosperity is de- 
pendent upon cheap labor, and es- 
pecially the textile mills of New 
England have felt keenly the loss 
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of a constant influx of European 
labor. ‘There are many other as- 
pects of these various questions 
which possibly might be deduced 
from the appended table, but it is 
left to each reader to form his own 
opinions. 


Schools for Bank Directors 


O impress upon 

bank directors 

the seriousness 
of their responsibili- 
ties and the impor- 
tance of their duties, 
the Department of 
Banking and Securi- 
ties of Kentucky will 
this year conduct a 
school for bank direc- 
tors in connection with 
each group meeting of 
the Kentucky State 
Bankers Association. 
This will be similar to 
work done last year by 
the Arkansas State 
Banking Department. 


schools will be ac- 
complished by lectures, 
quizzes and talks by 
directors who really 
direct. W. W. Peavy- 
house, deputy commis- 
sioner of banking, who 
will conduct these edu- 
cational meetings says: 

“We have felt the 
need for some plan 
whereby bank direc- 
tors, and especially 
country bank directors 
might be informed more fully re- 
garding their duties and responsi- 
bilities and as to how they may be 
performed and met to the best pos- 
sible advantage, both to themselves 
and to the banks whose affairs they 
are supposed to direct. 

“We have endeavored to do this 
by correspondence but have not been 
very successful. Letters written to 
banks relative to the duties of direc- 
tors rarely ever get to the directors, 
and even letters written directly to 
the directors are probably not read 
in most instances. We therefore 
considered this an excellent plan, 


Mellon. 


troller of the Currency, 


mony took 


Henry M. Dawes, Comptroller of the Currency 


In the presence of members of the Federal Reserve Board, the 
Farm Loan Board and other officials, the oath of office was on 
May 1 administered to D. R. Crissinger of Ohio, formerly Comp- 
as Governor of the Federal Reserve 
Board and to Henry M. Dawes of Chicago as Comptroller of 
Currency to succeed Mr. Crissinger in the latter office. 
the office of Secretary of the Treasury 


place in 


provided directors could be induced 
to come to these meetings. 
“The responsibilities assumed by 


directors when elected are far more 


serious than the ordinary director 
supposes. ‘This is demonstrated in 
cases where directors have been 
held liable for losses sustained 
through negligence in the perform- 
ance of their duties. When direc- 
tors are elected the whole respon- 
sibility of operating the bank is 
shifted from the stockholders upon 
the shoulders of the board of direc- 
tors. 

“Directors are charged with se- 


The cere- 


lecting the officials 
necessary to operate 
their bank. In _ too 
many cases after this 
is done the directors 
consider their duties 
performed and turn 
the affairs of the bank 
over to these officials 
and fail to give the 
bank very much atten- 
tion thereafter. ‘They 
consider that they have 
shifted their responsi- 
bility upon the of- 
ficials, consisting of 
the president and 
cashier, but they have 
not. Directors are re- 
sponsible to the stock- 
holders for the acts of 
these officials. 

“In most. cases, 
however, a committee 
is selected from the 
board which is dele- 
gated to look after the 
affairs of the bank, 
but even this com- 
mittee in a large num- 
ber of cases does not 
function. In a large 
number of country 
banks this committee 
turns the operation of the bank over 
to the cashier and thus the whole 
load is upon his shoulders, and 
hence so many ‘One Man’ banks 
which we hear so much about.” 


It is entirely possible that the 
school idea for bank directors may - 
be so presented as to be made at- 
tractive to business men thereby 
bringing additional strength and 
additional interest to the banks with 
which they are affiliated. 


Uniform Trust Receipt Act Needed 


By KNIGHT WOOLLEY, Assistant Cashier 
The American Exchange National Bank, New York 


ITH the improvement in fi- 

\ \ nancial and economic condi- 
tions will come a correspond- 

ing increase in our foreign trade and 
an expansion of our banking facili- 
ties to meet the needs of the im- 
porter and exporter. Of the instru- 
ments used by the banker to help 
his customer take advantage of this 
growing world-commerce, none is 
more vexing in the uncertainties 
surrounding it or more generally 
misunderstood, than the trust re- 
ceipt. And although in universal 
use throughout the trading nations, 
it has practically no standing in the 


eyes of the law in the United States. 


Receipt Was Sufficient 


Prior to the war the trust receipt 
seems to have served its purpose 
with comparatively few complica- 
tions and almost no litigation, pos- 
sibly because those engaged in for- 
eign business at that time were men, 
for the most part, of long years of 
experience who thoroughly under- 
stood the dangers as well as the op- 
portunities of their calling. 

Since 1914, however, conditions 
have changed to such an extent that 
the trust receipt, which formerly 
seemed to furnish a bank security 
almost equal to actual possession of 
merchandise, suddenly developed 
weaknesses previously unsuspected. 
This was due partly to the use of 
trust receipts in new and untried 
ways and partly to the sudden col- 
lapse of the foreign trade boom 
which put some of the old and many 
of the recently established com- 
panies in the hands of receivers and 
liquidating committees. 

Today this instrument is used al- 
most entirely in connection with the 
financing of imports and exports of 
merchandise. An example of one 
of the many types of transactions 
involving the trust receipt is the 
importation of coffee from Brazil 
under the customary ninety days 
sight letter of credit in dollars, 
opened by a bank at the request of 
its customer, in favor of a Santos 


coffee exporter. After shipment, 
the draft drawn at ninety days 
sight in conformity with the credit 
and with documents attached, is pre- 
sented to the bank in this country 
and accepted. The banker, then, has 
pledged himself to pay the accep- 
tance on a certain day, and holds as 
collateral the bills of lading giving 
title to the goods. As he is:not, 
however, in the merchandising busi- 
ness, it now becomes necessary to 
turn over the documents to the 
coffee importer in order that the lat- 
ter may warehouse or sell his mer- 
chandise. When this is done, the 
coffee merchant signs a trust re- 
ceipt in which he promises, in brief, 
to hold or sell the goods for the ac- 
count of the bank, turning over to 
the bank the proceeds of the sale to 
pay the outstanding acceptance at 
maturity. As long as everything 
goes well with the importer, this is 
an admirable arrangement satisfac- 
tory to both the bank and its cus- 
tomers. 


In Case of Bankruptcy 


But where does the creditor bank 
stand should the debtor for any rea- 
son become bankrupt and go into 
the hands of a receiver before meet- 
ing his obligation? Unfortunately, 
there seems to be no unqualified 
answer to this question. In the past 
few years, particularly 1920-21, fol- 
lowing the general business col- 
lapse, many trust receipt cases 
found their way into the courts, the 
immediate cause being usually an at- 
tempt by the bank to force the re- 
ceiver to deliver the goods or sales 
money, as specified in the terms of 
the trust receipt. The right of the 
bank to share with other creditors 
is understood, but the claim of the 
bank to recover the actual merchan- 
dise or the proceeds of its sale, has 
met with many and varied decisions. 
The trust receipt as an instrument, 
is not recognized in our law, and as 
a result, many of the decisions giv- 
en by the courts are based on ex- 
traneous points, having to do with 
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particular cases only, and in no way 
establishing a precedent or fixing | 
an exact status for the trust receipt 
upon which it is safe to rely. 


Two Decisions 


Two recent and interesting deci- 
sions by Judge Augustus N. Hand 
in the United States Circuit Court 
of Appeals* seem to definitely limit 
the effectiveness of the trust receipt 
to certain classes of transactions. 
In these cases, unlike the example 
of the coffee importation cited above, 
the: merchandise in question was 
turned over by the debtor companies 
to the banks as collateral against 
loans and then in turn at a later 
date released by the banks to the 
borrowers on trust receipts. Upon 
the insolvency of their customers, 
the banks brought suit against the 
receivers to recover the goods, 
which they claimed under the terms 
of the trust receipts. The deci- 
sions in both cases were against the 
banks, Judge Hand ruling that if 
title is conveyed from a debtor to a 
bank by warehouse receipt or other 
evidence of ownership, only posses- 
sive title is obtained and title would 
again pass to the debtor if the ware- 
house receipt or evidence of owner- 
ship were returned to him. These 
cases tend to strengthen similar de- 
cisions in the same sense and defi- 
nitely limit the effectiveness of the 
trust receipt, at least in New York 
State, provided no reverse judg- 
ment is obtained at some future 
time. By implication also, these 
decisions seem to show that if title 
is placed in a bank from a source 
independent of the debtor, the 
bank’s title is good and continuing 
even though the collateral is re 
leased to the debtor. 


“The holder of a Trust Receipt has 
no better standing than the holder of 
any unfiled chattel mortgage unless he 
derives his security title from a person 
other than the one responsible for the 
satisfaction of the obligation which the 
property secures. In such a case only 
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can he deliver the property to the obligor 
to act as his fiduciary.” 


Situation Precarious 


However, from the point of view 
of the bank that is releasing thou- 
sands of dollars worth of merchan- 
dise on trust receipts to customers 
residing in many different states in 
this country, the situation at best is 
complicated and precarious. As a 
result of this uncertainty, the bank, 
in its efforts to safeguard the inter- 
ests of its stockholders and deposi- 
tors, is inclined to consider the re- 
lease of collateral on trust receipt 
as an unsecured loan and the trust 
receipt as no better security than the 
signature it bears. 

In the expansion of our foreign 
trade, this uncertainty regarding 
the status of the trust receipt is a 
distinct disadvantage to the importer 
or exporter who has merchandise in 
his pessession, title to which he 
would willingly hypothecate as se- 
curity te his bank if he could again 
obtain the goods on trust receipt as 
needed. In the same sense, it leaves 
the bank in the difficult position of 
not knowing how good a title it has 
to merchandise released on trust 
receipt tc a customer. Because of 
convenience and long years of cus- 
tom, the trust receipt has become 
an essential part of the machinery 
of foreign and occasionally of do- 
mestic trade, and in spite of its de- 
fects, it is an instrument which can- 
not very well be discarded. 


Prevent Uncertainty 


There is serious need, then, for 
some sort of a Uniform Trust Re- 
ceipt Act, which would once and for 
all do away with the uncertainty 


now surrounding this instrument. 


Whether such a uniform act could 
be passed as Federal legislation, as 
the Bills of Lading Act, or whether 
it should be passed by each state in 
turn, as the Negotiable Instrument 
Act, is a question for others to 
decide. One way or another, the 
need for some such legislation is ap- 
parent. ; 


Time devoted to the economic 
education of the community is time 


well invested. The work instead of 


being a burden becomes a pleasure. 


Envoys to Mexico 


John Barton Payne (left), 


Chairman of American Red Cross 


and Charles B. Warren (right), former American Ambassador to 
Japan appointed to conduct Preliminary Negotiations looking to 
the Recognition of Mexico by the United States. 


Employers Bidding for Labor 


A survey made by the National 
Industrial Conference Board estab- 
‘lishes the fact that the shortage of 
,labor is comparatively small, 
“amounting on the average to only 
about 2% per cent. of the total 
number employed in industry on 
March 15,” says the Board. ‘“Em- 
ployment is by no means at its peak, 
and was relatively much greater in 
1920. ‘These facts indicate, how- 
ever, the very considerable effect 
that a small labor shortage has on 
_the industrial situation. One of the 
important facts brought out by this 
inquiry, however, is the general 
opinion among those closest to the 
labor situation that the shortage will 
definitely increase as the demand for 
farm and other types of outdoor 
labor increases during the summer. 


¢ 


There seems to be very little possi- 
bility of immediate relief. 

“During the last two weeks in 
March more than 190 wage changes 
were noted in spite of the fact that 
there has been no marked increase 
in the cost of living during the last 
few weeks. The wage increases 
which have been made, therefore, 
must be almost wholly attributed to 
the reported shortage of labor. Em- 
ployers are evidently actively bid- 
ding against one another.” 

As long as prosperity continues it 
appears, therefore, that the question 
of immigration will by this condi- 
tion be forced upon Congress and 
upon public opinion for a decision. 
As the report intimates there is 
likely to be sharper interest when 
the need for harvest hands arises. 


Committee on Federal Legislation 


F the bankers of America could 
I know how much is prevented by 

the Committee on Federal Legisla- 

tion there wouldn’t be a banker in 
America who wouldn't be a member 
of the American Bankers Association,” 
said President Puelicher in calling on 
A. E. Adams, chairman for the report 
of that committee. “But because it is 
an intangible service it is not under- 
stood.” 

In his report Mr. Adams said: 

The Committee on Federal Legisla- 
tion has been active during the 67th Con- 
gress which ended March 4, 1923, 
watching all, bills introduced in Con- 
gress which affected the banking in- 
terests, opposing those deemed harm- 
ful and favoring those deemed bene- 
ficial. 

Attached to this report are printed 
Digests Nos. 1, 2, 3, 4 and 5, These 
Digests contain a complete summary of 
all legislation affecting banks intro- 
duced in the 67th Congress, including 
bills passed as well as bills pending at 
the close of Congress, and also the 
complete record of Federal Legislation. 
It will be necessary in this report, there- 
fore, to make reference only to some 
of the more important matters. 


Postal Savings Legislation 


Your Committee is pleased to report 
that its efforts in opposing legislation 
designed to enlarge the powers of the 
Postal Savings banks including an in- 
crease of the rate of interest were again 
successful. ‘The Steenerson bills (H. R. 
8334 and H. R. 14,038) providing such 
an enlargement of powers were success- 
fully fought to a standstill. 

I might say the ammunition which 
brought about that result was very 
largely the ammunition furnished by the 
ever loyal members of the Federal Leg- 
islative Council who, as is their wont 
and has been, were very responsive when 
the S. O. S. was sent out. I would like 
to say also in connection with ‘this bill 
that you are going to have to fight it 
every year till the end of time. It is 
a very fine example of what happens 
when you let a pernicious measure get 
through at all; however harmless it 
might seem to be on the face, it has 
the makings of all kinds of trouble. I 
think the Postal Law was originally 
passed in 1910 or 1912, but there has 
not been a session of Congress since 
that it hasn’t risen up as a big trouble 
maker for this Association and there 
never will be an end of the trouble it 
causes so long as that law is on the 
books. Bureaus are things that grow 
from within and it is constantly push- 
ing out and reaching out. 

Mr. Beach referred yesterday to the 
fact that the Postal Department was 
trying an experiment in Toledo in an 
industrial savings scheme. The Postal 
Department is also planning, as he men- 
tioned, to go into the public schools. 


There is simply no end to it, gentlemen. 

I am not going to say that I would 
favor asking Congress to repeal the 
Postal Savings Law for I am perfectly 
confident it would be a useless pro- 
cedure. But there is no curtailment of 
this Postal Savings trouble except 
through such repeal. 


State Taxation of National Banks 


I think I will omit reading this para- 
graph because the matter was fully 
covered and splendidly so by the Chair- 
man of the Special Committee which 
did the work. But I can’t omit saying a 
word with respect to the work of that 
Committee. I doubt if the Association 
has ever had a more troublesome or 
complicated and difficult problem to 
solve than the one involved in the neces- 
sary amendment of Section 5219 and the 
work was most splendidly done and the 
men who are responsible for it, Mr. 
Fuller and his Committee and Judge 
Paton, are entitled to a great deal of 
credit and the most cordial thanks of the 
Association. 


National Bank Reports 


A bill favored by our Committee 
which provided that national banks 
should make not less than three, instead 
of five reports to the Comptroller dur- 
ing each year, has also become law. 

Reference is made to the full report 
filed by our Committee at the last An- 
nual Convention showing the various 
subjects of legislation upon which our 
Committee were active during the 67th 
Congress and the status of such legis- 
lation down to that time. It is un- 


necessary to duplicate the matter con- 


tained in that report. 
Agricultural Credits 


Congress passed at the close of the 
last session, an important bill relating 
to agriculture, a bill creating a system 
of twelve Federal intermediate credit 
banks in the Federal Farm Loan Sys- 
tem, subsidized by the Government with 
a capital subscription of five million 
dollars each; also a system of national 
agricultural credit corporations to be 
organized with private capital and be 
under the supervision of the Comptroller 
of the Currency. 

All bankers are, of course, agreed 
that in thus setting up a new system of 
Government-owned banks, Congress has 
violated again one of those vital first 
principles upon which the safety of our 
country depends. We of our Committee 
are glad to go on record as violently 
opposed, and at all times opposed, to this 
and every other measure of _ its 
venomous kind. But it was the opinion 
of the Administrative Committee of the 
Association that enactment of this law 
could not be prevented and that an at- 
tempt to prevent it would result in 
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nothing but injury to the Association. 
So we did nothing. It is perhaps need- 
less to add that “nothing” was about the 
nee thing we could have picked out 
to do. 


Branch Banking 


We have taken no action with respect 
to the resolution on branch banking 
which was passed by the general con- 
vention at New York last fall. The 
resolution expressed sweeping — disap- 
proval of branch banking but did not 
give us instructions to act and we our- 
selves knowing how far-reaching might 
be the effects of an anti-branch bank 
law and how widely divergent are the 
opinions and wishes of many members 
of the association about it, were unwill- 
ing to assume the responsibility of act- 
ing without such instructions. It is to 
be remembered that under the Consti- 
tution of the Association our Committee 
is an executive rather than a judicial 
body. We have no authority to decide 
questions of policy. 

In conclusion, our Committee wishes 
to submit the following specific recom- 
mendations and wishes to ask for the 
favorable consideration and favorable 
action of the Council'on them. 

1. We recommend an amendment to 
the By-Laws which will add to the Com- — 
mittee on Federal Legislation as mem- 
bers ex-officio, the respective Chairmen 


“ of the Committee on Federal Legislation 


of the four Divisions of the Association, 

You understand this, gentlemen. We 
have a Committee on Federal Legisla- — 
tion, we have a Federal Legislative 
Council. Each Division of the Associa- 
tion—National Banks, State Banks, 
Trust Companies and Savings Banks— 
has its own independent Federal Legis- 
lative Committee. As we are now put 
together there is quite a ‘duplication of — 
work, quite a number of these com- 
mittees go over the same ground. In 
other words, there is a lot of waste 
energy. If we can make the Chairmen 
of these Divisions’ Committees mem- 
bers, by right of their office, of our 
Federal Legislative Committee we will — 
save a good deal of time and energy 
and guard ourselves against the pos- 
sibility of having one Division wor 
against the other. ‘That is the first 
recommendation. 

The second is that our Committee 
be given authority to ask Congress to 
amend the national bank law to pro- 
vide for indeterminate charters for 
national banks. 

That is a subject with respect to which 
you all have opinions. 

The third and last recommendation 
is that our Committee be given authority 
to seek to obtain legislation from Con- 
gress which would permit national 
banks to loan on city real estate for 
the same term of years as they are now 
authorized to loan on farm land. 


Costs As a Basis of Tariff Adjustment 


By Philip G. Wright 


Institute of Economics, Washington, D. C. 


The Many Obstacles and Perplexities in the Way of Making a 
Flexible Tariff. Three Major Problems—Securing Data, Joint 
Costs and Varying Costs Are Suggestive of the Amazing Ramifica- 


tions Encountered. 


ECTION 315 of the Tariff Act 
S of 1922 authorizes the Presi- 
dent, within certain limita- 
tions, to change the rates provided 
in the act so as to make them just 
sufficient to equalize costs of pro- 
duction between foreign and domes- 
tic producers. The investigations 
necessary to determine the foreign 
and domestic costs are to be made 
by a Tariff Commission. 
A wide-spread sentiment in favor 
of moderate protection, the long felt 


need of more speedily adjusting 


rates to changing business condi- 
tions, and a desire, persistently ex- 
pressed, to “fake the tariff out of 
politics” 'are responsible for the 
provision. ‘To what extent is it 
likely to fulfill these purposes? 


Moderate Protection 


There are extremists who advo- 
cate absolute free trade and there 
are extremists who advocate a 
“Chinese wall’ policy for the tariff, 
but the overwhelming majority fav- 
ors a tariff policy which will at once 
prove helpfully protective to Ameri- 
can industry and at the same time 


will yield considerable revenue to 


the government. To such the prin- 
ciple of equalizing costs or of equal- 


izing competitive conditions is very 
captivating. 


It makes an appeal to 
the American spirit of fair play. 
What could be fairer, it is said. All 
that the American producer has a 
right to ask is “a fair field and no 
favor.” Let the American impor- 
ter and the American producer com- 
pete on equal terms. By this policy 
both are stimulated to greater eff- 
ciency, revenue is assured, and the 
consumer is protected against mo- 
nopolistic tendencies which might 
arise under prohibitory rates. 


= 


Objection on Grounds of Theory 


In spite of its plausibility, how- 
ever, the principle of equalizing 
costs is distinctly objectionable on 
grounds of economic theory. Coun- 
tries differ from one another in na- 
tural resources, and in the aptitudes 
of their peoples. Some can pro- 
duce one kind of articles and others 
another kind of articles with a mini- 
mum of human effort. There is 
clearly economy in human effort in 
satisfying a people’s wants when 
each nation devotes itself to the pro- 
duction of those articles in which it 
has a comparative. advantage and 
obtains those articles in the produc- 
tion of which it is at a comparative 
disadvantage by exchange rather 
than by trying to produce them it- 
self. The difference in costs of 
production is a measure of compar- 
ative advantage, hence, if the prin- 
ciple of equalizing costs is to be 
rigorously applied to all industries, 
it will simply result in neutralizing 
all advantage in international trade. 

The truth of the above line of 
reasoning will be accepted quickly 
enough in extreme cases such as the 
production of tea and coffee, but in 
all other cases the economic loss 
sustained by a people in forcing 
themselves to produce things for 
which they are less well adapted 
than some other people, is only a 
matter of degree. 


The Practical Problems 


It is not the purpose of this paper, 
however, to enter into a general 
theoretic discussion. Rather it is to 
point out some of the practical 
problems which confront the Tariff 
Commission, and to draw some con- 
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Impossible to Obtain Some Foreign Data 


clusions as to the extent to which 
the “flexible provision” is: likely to 
realize the hopes of those who se- 
cured its enactment. 

There are three major problems 
which the Tariff Commission must 
solve. 


(1) The problem of 
data. 


(2) The problem of joint costs. 
(3) The problem of varying 


costs. 


securing 


(1) The Problem of Securing 
Data 


Domestic costs—By no means 
the least of the difficulties arises at 
the outset. How are costs to be 
ascertained? So far as domestic 
producers are concerned the Tariff 
Commission has full authority to 
make cost investigations. Blank 
schedules may be sent to the pro- 
ducers, covering details and ramifi- 
cations of the business as minutely 
as the Commission may judge 
necessary for its purpose or they 
may be required to open their books 
to the inspection of the Commis- 
sion’s accountants. But for reasons 
that will presently be explained it 
is necessary, if the investigation is 
to be at all scientific, to get re- 
turns from all or nearly all of the 
producers in a given industry and 
the process is expensive and re- 
quires time. If the investigation 
is to be confined to a few com- 
modities about which there is acute 
controversy, it may be feasible, but 
if equalization of costs is to be 
applied as a general principle to all 
the articles in all the schedules, the 
fact may as well be faced at once 
that the obtaining of domestic costs 
alone will prove a colossal under- 
taking. 
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Foreign Costs 


But the problem of obtaining do- 
mestic costs is simple compared 
with that of obtaining foreign costs. 
Over foreign producers the United 
States government exercises no au- 
thority. Their action in submitting 
costs to the Commission’s agents 
must be wholly voluntary and there 
is good reason for believing that 
such assistance will not in general 
be given. Costs of producing sugar 
in Cuba and of producing lumber in 
British Columbia have been sub- 
mitted. In both of these instances 
the situation was such that the for- 
eign producers conceived it to be 
for their advantage to submit costs, 
but such cases are likely to prove 
exceptional. 


Costs by Inference 


In the absence of figures derived 
directly from the books of the com- 
panies, the Commission is au- 
thorized to use wages and prices 
of materials in estimating costs. 
But it is notorious that such data 
is inadequate. A low cost is quite 
as likely to result from mass pro- 
duction, perfection in organization, 
and other factors as from low 
wages and low prices of materials. 
Not infrequently the establishments 
paying the highest wages, show the 
lowest costs of production because 
of the superior skill and efficiency 
of the individual laborers, and the 
effectiveness of the organization 
through which their labor is ap- 
plied. In the case of the sugar and 


lumber industries from which data- 


were secured, a wide disparity of 
costs was shown among individual 
establishments in the. same region. 
The cost for one producer was 
sometimes more than double that 
of one of his competitors. Yet all 
of these producers had access to the 
same labor and material market. 


(2) The Problem of Joint Costs 


The case stated—In an impor- 
tant class of cases the difficulty of 
obtaining costs of production either 
from foreign or domestic producers 
arises not because of the unwilling- 
ness of such producers to furnish 
information, but because from the 
very nature of the industry separ- 
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able costs for the commodity in 
question simply do not exist, and 
can be approximated only by some 
arbitrary hypothesis. A certain 
amount of expenditure is incurred 
in producing cotton. From the cot- 
ton so produced are derived cotton 
seed and cotton fibre. What pro- 
portion of the expenditure devoted 
to the production of cotton should 
be assigned to the fibre and what 
proportion to the seed? After the 
fibre and seed have been separated 
the remaining expenditures incurred 
in manufacturing oil and oil cake 
from the seed, and cotton fabric 
from the fibre present only the or- 
dinary problems of book-keeping. 
Such expenditures are separable 
costs. But before the fibre and 
seed have been separated the ex- 
penditures are joint costs, incurred 
indifferently for both products, and 
any segregation to either of them is 
purely arbitrary. 


By-Products 


Where one or more of the prod- 
ucts is of minor importance in com- 
parison with the principal product, 
it is customary to deduct the re- 
ceipts for such by-products from 
the total costs, thus reducing the cost 
of producing the principal product. 
This is equivalent to assuming that 
the cost of producing the by-prod- 
ucts is exactly equal to the receipts 
derived from them. Such a method 
is unobjectionable from the stand- 
point of the business, and even for 
tariff purposes, if the by-products 
are of small relative importance, 
and of about the same importance 
relative to the principal product in 
both the foreign and domestic es- 
tablishments, it is not open to seri- 
ous objection, when used for the 
purpose of ascertaining an equaliz- 
ing duty for the principal product. 
It throws little light, however, on 
the equalizing duty for the by-prod- 
uct. In the case of sugar and 
molasses, for example, it may be 
used for the sugar but hardly for 
the molasses. 


Joint Costs in Proportion to 
Receipts 


Another method frequently 
adopted is that of opportioning 
joint costs in the ratio of receipts, 
or receipts diminished by the separ- 
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able costs. This method also is un-— 
objectionable from the standpoint 
of the business and for tariff pur-_ 
poses is probably preferable to the | 
method first described, but its ap- 
plication may lead to some curious _ 
results. For example, suppose the — 
cost of raising sheep is assigned to 
wool and mutton in proportion to the © 
receipts from wool and mutton. It | 
is quite conceivable that no mutton | 
is being imported and that hence the — 
duty on mutton in no way effects its — 
price. Wool, however, is being im-_ 
ported and hence the duty does in- 
crease its price. The increased 
price brings increased receipts to 
the wool growers. But if costs are 
allocated in the ratio of receipts, the 
cost of producing wool will appear 
to be increased, and hence in order 
to equalize foreign and domestic 
costs the duty will have to be still 
further increased. Every increase 
in duty will therefore necessitate a 
still further increase in duty until its 
imposition no longer increases the 
price, 7. e., until it becomes virtually 
prohibitory. Again, the year in 
which the cost study was made may 
have been one which had proved 
disastrous to lamb raising and 
hence the receipts for lamb and 
mutton were small. The receipts 
being small, the costs would be 
small, and hence the equalizing duty 
on lamb and mutton would be made 
low at the very time when this 
branch of the industry was suf- 
fering and most in need of protec- 
tion. Other methods of assigning 
joints costs have ‘been devised, 
which it is not necessary to dis- 
cuss here. Enough has been said 
to show that the cost assigned to a 
joint product is based upon some 
arbitrary hypothesis rather than ac- 
tual dollars and cents. Doubtless 
in many establishments costs which 
more carful book-keeping would 
assign to the several joint products 
as separable costs are in fact as- 
signed to them arbitrarily. But 
such costs are not in reality joint 
costs and to them the preceding 
discussion does not apply. 


(3) The Problem of Varying 
Costs 


Different establishments show 


different costs——Even when both 
foreign and domestic costs of pro- 


a 


i 


ia 


~ establishments. 
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Fia.1. Costs of producing sugar, factory 
by factory, for the year (913-14, jn 
Cuba and in the Hawatian Isiands. 


S 


8 
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duction can be accurately ascer- 
tained the problem is by no means 
solved. In all of the cases in which 
the Commission has succeeded in 
securing data, the costs even in the 
same region are found to vary over 
a wide range among the individual 


The discussion of 
this phase of the problem can be 
greatly simplified by means of a 
diagram’. 


Description of the Diagram 
The diagram consists essentially 


of a series of rectangles increasing 
in altitude from left to right and 


_ placed side by side along a common 


—— — == on — 


base line. There is a rectangle for 
each factory, the base being drawn 
proportional to the output and the 
altitude proportional to the cost in 
cents per pound. A pre-war year 
was selected in order to show that 
the great disparity in costs is not a 
temporary phenomenon due to ab- 
normal conditions brought about by 
the war. 


Which Cost Shall Be Used? 


With such an array of costs be- 
fore the eye the difficulty of the 
problem of finding a single rate of 
duty which will “equalize costs of 
production” becomes apparent. 
Which costs shall be taken for com- 
parison? Shall we take the lowest 
or the highest or an average? Prob- 
ably most business men would un- 
hesitatingly say the average. But a 
glance at the diagram makes it ap- 


1Reproduced from Chart 1, following page 
55, Tariff Information Series No. 9, United 
States Tariff Commission, ‘Costs of Pro- 
duction in the Sugar Industry.” 
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parent that duty merely sufficient to 
protect the average cost producer in 
Hawa‘ti would be insufficient, for 
nearly half the industry in that 
region. Prices are not determined 
by average costs of production, and 
it is the foreign price not the for- 
eign cost of production with which 
any domestic competitor must com- 
pare his own cost of production in 
order to determine his ability to sur- 
vive. 


Marginal Cost Defined 


As all the producers sell in a com- 
petitive market where the price ob- 
tained is likely to be as good for 
one as for another, it is clear that 
the producers make progressively 
less profits as they are further to 
the right hand side of the diagram. 
That producer whose cost, year in 
and year out, averages such that he 
is just able to survive may be called 
the marginal producer, and _ his 
average cost of production may be 
called the marginal cost. 


Equalizing Rate May Be Based 
on Marginal Cost 


The experience of the ‘Tariff 
Commission shows that in any given 
year there are always some estab- 
lishments whose cost is higher than 
the marginal costs and are hence 
producing at a loss. These “extra- 
marginal” producers, as they are 
sometimes called, are normally few 
in number and produce but a small 
part of the output. They are made 
up of establishments which are in 
process of elimination because of 
incompetent management, poor lo- 
cation, or other cause, or of estab- 


lishments ordinarily prosperous, but 
suffering from adversity on the par- 
ticular year for which the data were 
collected. They constitute a class 
which, it would be generally con- 
ceded, it would be unwise to pro- 
tect. A duty which will be suf- 
ficient to protect the marginal pro- 
ducer, will obviously be sufficient 
to protect all producers showing a 
lessi-cost:' Llence,1f, a duty? beim- 
posed equal to the difference be- 
tween the domestic and foreign 
marginal costs of production, that 
duty will be just sufficient to main- 
tain the industry in its present 
status. Whether this rate more 
satisfactorily meets the condition of 
“equalizing costs of production” 
than any other rate higher or lower 
is questionable, as will presently be 
shown. 


Average May Be Substituted for 
Marginal 


A rate which will maintain the 
industry in about its existing status 
may therefore be determined by 
finding the difference between the 
domestic and foreign marginal costs 
of production. But the marginal 
cost is difficult to obtain. The as- 
certainment of marginal costs with 
any degree of accuracy requires re- 
turns from practically all the estab- 
lishments, and even when adequate 
data are secured, it is a matter of 
some uncertainty just where to 
draw the line that shall cut off 
the “extra-marginal” fringe of pro- 
ducers who are to be regarded as 
undeserving of protection. As the 
average foreign cost is just about 
as much below the marginal foreign 
cost as the average domestic cost 
is below the marginal domestic cost, 
the difference between the averages 
is not likely to differ widely from 
the difference between the margins 
and hence may be substituted for it 
in determining the “equalizing”’ rate 
of duty without any great violence 
to scientific accuracy—especially in 
view of the principle to be ex- 
plained in the next paragraph. 


Marginal Costs and Duty 
( 
Suppose that Congress were to 
increase the duty on Cuban sugar, 
say, to three cents per pound. The 
high-cost Cuban producers would 
be unable to sell at a profit in the 
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American market and would be 
forced either to find some other 
market or go out of business. The 
decreased supply would tend to 
raise the price in the United States. 
The increased price would make it 
possible for less effective domestic 
producers to enter the field. Hence 
there would be a tendency for the 
domestic marginal cost of produc- 
tion to be raised and for the Cuban 
marginal cost of production to be 
lowered. Equilibrium would be re- 
stored when, allowing for transpor- 
tation costs, the domestic marginal 
cost exceeded the Cuban marginal 
cost by just the amount of the duty, 
i. e., three cents per pound. Since, 
therefore, the duty determines the 
difference between the respective 
marginal costs, it is futile to use 
marginal costs as a means of de- 
termining what the duty should be. 
Any rate of duty, whatever it is, 
short of a prohibitory rate, will, 
after the lapse of years, be found to 
be just sufficient to protect the do- 
mestic marginal producer and hence 
in a certain sense may be said to 
equalize costs of production. What 
is said here of marginal costs will 
in the main apply to average costs. 

But the process of adjusting the 
marginal costs to the rate of duty 
takes several years. Hence, if the 
rate which has been in force for 
many years is raised, and a cost in- 
vestigation is completed imme- 
diately after the increase in rate, the 
new rate is likely to be found too 
great, on the marginal cost test, by 
just the amount of the increase, and 
if the rate be lowered, it will be 
found, on the same test, to be too 
low. 


Rate of Duty Determines 


The rate of duty determines the 
relative importance of imports and 
of domestic production in the do- 
mestic supply.—From what has 
been said it is evident that in de- 
termining a tariff rate it is not in 
general true that the alternatives 
are the prosperity or destruction of 
an American industry as a whole. 
It is rather that of determining 
what proportion of the total domes- 
tic consumption shall be derived 
from imports and what proportion 
from domestic producers. ‘The 
higher the rate of duty, the higher 
will be the domestic marginal cost 


of production, the higher the price, 
the greater the profits of low cost 
domestic producers, and the greater 
the proportion of the domestic con- 
sumption which is domestically 
produced. Looked at from an- 
other angle it may be said that the 
problem before the tariff maker of 
protectionist leanings is to decide 
how great a degree of ineffectiveness 
it is wise to protect in the interest 
of national self-sufficiency and at 
the expense of an increasing bur- 
den upon the public. 

The burden upon the public may 
under certain conditions be only 
temporary. When the industry in 
question is well adapted to the 
United States and only requires an 
opportunity to gain a foothold, such 
an opportunity may be afforded by 
a protective tariff. In this case, 
once the foothold is secured, the in- 
creased output may be forthcoming 
at a decreasing rather than increas- 
ing marginal cost. When the do- 
mestic marginal cost has fallen to 
the level of the foreign marginal 
cost the duty becomes purely 
nominal. The domestic industry is 
then in a position to compete with 
the foreign industry on even terms. 


As a Political Question 


It is at least debatable, whether 
good public policy does not call for 
discrimination. among industries 
with respect to tariff duties. It 
may be that the general welfare, 
in the case of some industries, calls 
for rates so high that practically 
the whole American market should 
be assured to the domestic producer 
even at a heavy burden upon the 
public; in the case of other indus- 
tries for rates which will divide the 
American market between domestic 
and foreign producers in fairly 
equal proportions; and in the case 
of still others for the placing of 
the article in question on the free 
list, leaving the domestic industry to 
shift for itself as best it can. 

It is certain, that in the making 
of such discriminations conflict of 
interests will arise. Different 
groups of business men will demand 
from tariff makers, whether these 
tariff makers be members of Con- 
gress or of the United States Tariff 
Commission, high duties for the 
products of their own industry and 


low duties or no duty on the raw 
material which they consume. Some 


‘of these business men are dominant 


in one section of the country and 
others in another. Hence conflict- 


ing pressures, industrial and sec- | 
tional, will be brought to bear upon | 


the rate-fixing body. 
Discrimination among industries 


in the interest of national welfare | 


clearly involves questions of policy. 


The result must depend upon the | 


political philosophy of the legisla- 
tors. That is, it is a political ques- 


tion, not a matter for routine ad- 


ministration by formula. 


Sectional Rocks 


To what extent and in what man- 
ner an administrative body such as 
the Tariff Commission can best as- 
sist the dominant party in Congress 
in determining the precise rates 
which will exemplify its political 
philosophy, when that political 
philosophy has been laid down for 


its instruction in broad lines, and 


how in so doing it can maintain a 
scientific spirit, pursuing a course 
directed solely to national ends amid 


the rocks of industrial and sec-— 


tional selfishness, are questions call- 
ing for the most careful and seri- 
ous discussion. 

If the Commission makes a 
cost study immediately after the 
passage of an act raising the rates 
of duty, the increased rates will 
probably be found too high to 
“equalize costs of production,” 
whereas if the study is made some 
years after the increase in rates, 
they will be found to be just suf- 
ficient to “equalize costs of pro- 
duction.” Hence the method can 
hardly be satisfactory in speedily or 
scientifically adjusting rates to 
changing business _ conditions. 
Finally, the difficulty of obtaining 
costs, and the multitude of varying 
costs when obtained leave so much 
room for the exercise of judgment 
in naming the equalizing rate that 
the Commission can hardly fail to 
make its underlying tariff philoso- 
phy the determining factor. The 
provision for a “flexible tariff” in 


the Act of 1922, therefore, is less 


likely to “take the tariff out of 


politics” than to get the United — 


States ‘Tariff Commission into — 


politics. 


_ 


The Distribution of Economic Truth 


HE work which the American 
Bankers Association, directed by 
the Public Relations Commis- 
sion, is doing to spread economic 

truth through the medium of newspapers 

was strikingly illustrated when Francis 

H. Sisson, Chairman of the Commission 

caused to be distributed at a session of 

the spring meeting newspapers showing, 
through the reproduction of articles sent 
to the editors, the desire of publishers to 
give to the public the truth about money 


wealth and the distribution thereof. Mr. 
Sisson spoke as follows: 
Offsetting Radicalism 
The chief activity of the Public 
Relations Commission since the first 


of the year has been devoted to de- 
veloping a system of sending to the 
country weekly and daily press articles 
on business, banking and economics 
aimed to offset radical propaganda 
tending to unsettle public confidence in 
the present business system, and to bring 
on a period of unsound money. Material 


containing simple statements of funda- 


mental economic truths have been sent 
out to 1,500 papers in the form of cast 
plates of type, or in the form of mat- 
rices from which type can be cast. 
The aim is to carry the chief part of 
the expense of publication of this ma- 
terial to promote its use by the country 
newspapers. 

| 


Press Co-operation 


The returns have been most gratify- 
ing, showing that the columns of the 
weekly and daily press are wide open 
to us for almost any amount of sound 
business material that we may wish to 
send them. Many papers not included 
on our original lists have asked that 
this material be sent to them, and in 
cases where the papers are not showing 
a receptivity to this material others are 
being substituted, so that eventually we 


will have a list which we hope will rep- 


resent 100 per cent. efficiency. 

The success of this work makes us 
desirous not only of continuing it 
through the rest of the fiscal year, but 
of at least doubling it—that is, to send 
it out to a list of about 3000 papers. 

The reaction has been marked. Some 
papers have proudly announced that 
they have obtained the rights to print 
this material.. Also, members of the 
American Bankers Association have 
noted the publication of our syndicated 
articles and, in one instance, a member 
in the far west wrote that he would 


use this line of work as an argument 


for new members, since it showed that 
bankers are receiving benefits through 
their membership in the Association in 
the form of an improved public senti- 
ment built up toward business and bank- 
ing by means of publicity. 


Importance of This Work 


In every case where newspapers are 
using our syndicate material we have 
written to our local bank members, call- 
ing their attention to this fact. We 
have also written to the publishers of 
the newspapers, expressing our apprecia- 
tion at their co-operation and letting 
them know that we have called their 
action to the attention of our local 
members. We believe that this is serv- 
ing to improve materially the under- 
standing and good will between bankers 
and publishers. 

We feel that this service, if properly 
developed, can be’ made the most power- 
ful and effective means among the As- 
sociation’s activities for realizing Presi- 
dent Puelicher’s conception of the func- 
tion of the working body of the Associa- 
tion; namely first to sell the Associa- 
tion to the Bankers of the country by 
showing them that their dues are com- 
ing back to them in the form of im- 
proved local sentiment toward banking, 
and ina generally better public opinion 
toward business; and, secondly, to sell 
the bankers to the country through pre- 
senting the business of banking in its 
true light as a great public service. 


Regular Publicity 


In addition to this special work, our 
regular publicity activities have been at- 
tended with increasing success. The 
great amount of publicity obtained dur- 
ing the convention in October has re- 
sulted in a ready reception for all news 
items sent out by the Association to the 
press throughout the country. We feel 
that publicity has greatly increased the 
standing and prestige of the Associa- 
tion throughout the nation. 

Now, gentlemen, I feel we owe a 
very great debt to the presidents who 
have come in line in recent years, all 
possessed with this fine idea. My own 
experience in this situation dates 
back to President Hawes’ administra- 
tion when he struck the first note and 
did most effective work. Then, follow- 
ing, Mr. Drum with the same vision and 
Mr. McAdams with the same feeling 
and finally—we have struck twelve so 
far as our administration is concerned 
in Mr. Puelicher. 


A Duty to the People 


_I believe we have before us a very 
vital and useful service which will be 
reflected not only in better understand- 
ing in regard to banking problems but 
in profit, peace of mind, in standing, 
both at home in the nation and for 
every banker in the country. I believe 
more than that we have not only this 
offensive weapon in our hands but also 
the greatest defensive weapon we could 
employ. You all know the widespread 
agitation—unsound credit, money, un- 
sound activities of all sorts, new efforts 
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by those who have been injured in the 
general reaction to lift themselves up 
by their economic bootstraps. It al- 
ways happens in the history of the 
democracy that these things come up 
in periods of distress. Certainly, with 
everything at stake, we have a very 
great duty to the American people yet 
before us, to get before them the basic 
facts of understanding on our economic 
problems. I believe personally there is 
no finer service we can render not only 
to ourselves which can show on the 
profit side of our books, not only to the 
general banking community, but to the 
country as a whole and the business 
community. 


Tangible Evidence 


I personally feel we have started, ex- 
perimentally, with success a formal serv- 
ice which we ought to expand. If we 
can serve 1,500 newspapers success- 
fully—and we can find 3,000—we might 
ask you for support in a further step. 
Be that as it may we do not propose 
to move too rapidly. The work of the 
Publicity Department as we _ have 
adapted it at\ headquarters has been 
growing more useful and its contact 
with the papers has been becoming in- 
creasingly profitable. I think with that, 
I will refer the visible matter of the 
response you have gotten from the 
newspapers, which we could repeat 
here, to those of you who are interested 
in this particular phase of the subject. 
Our purpose is to do more and better; 
increasing intelligence and constantly 
increasing the measure of service to the 
Association, just as far as intelligence 
guides us. 

The other branch of the Committee’s 
activities, publication of the JOURNAL, 
I am going to ask James E. Clark, the 
Editor, to report on in detail. I feel in 
the past two years, during which time 
we have taken the JourNAL out of its 
somewhat inocuous position to that of 
a real banking organ we have rendered 
a service also, not only in distributing 
banking news to the public but in in- 
forming our own members in an at- 
tractive, perhaps an interesting way, 
concerning the activities of the Associa- 
tion and the great business and com- 
mercial world. 

President Puelicher: “About 1,500 
papers are accepting this matter now. 
We are contemplating getting the distri- 
bution to 3,000—that gives a circula- 
tion on fundamental economics of 8,000- 
000. Our aim now is to reach approxi- 
mately 16,000,000. 

As a matter of fact, the newspapers, 
as Mr. Sisson has said, are just hungry 
for facts that they can bring before 


-the people. I have been, receiving 
an avalanche of appreciative letters 
from members, offers of — service 


from teachers of economics in Univer- 
sites, and every other kind of thing in 
support of sound thought, and I am de- 
lighted with the work that Mr. Sis- 
son’s Committee has been doing. 
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I want you to see the man whose 
energy is supporting Mr. Sisson and 
who is really translating our plans into 
action, | Will) youn minise mene L Ge d= 


wards? This is Mr. Gurden Edwards, 
of our Publicity Staff who is doing a 
wonderfully fine work and he is being 
wonderfully supported by the Editor of 


the JouRNAL who will now make his re- 
port. 

A report covering the program of the 
JouRNAL was then read by the Editor. 


Commerce and Marine Commission 


man of the Commerce and Marine 

Commission, who ~. remained in 

Europe following the close of the 
Congress of the International Chamber 
of Commerce, Mr. Earl S. Gwin of 
Louisville gave a synopsis of the work 
of the committee and read a memoran- 
dum sent from Rome by Mr. Kent, as 
follows: 

After consulting with several repre- 
sentatives of the American Bankers As- 
sociation who attended the meeting of 
the International Chamber of Com- 
merce at Rome and finding that it was 
the consensus of opinion that a report 
on the Convention be held over for the 
Fall Meeting of the Council, I will not 
at this time file a report as Chairman of 
the representatives of the American 
Bankers Association. The main reason 
for delaying the report lies in the fact 
that the principal undertaking of the 
Meeting still remains to be worked out 
and no report could be made at this time 
that could give a complete idea of the 
constructive work undertaken by the 
Chamber. 

As Chairman of the Commerce and 
Marine Commission, however, I desire 
to call the attention of the Executive 
Council to the action of the Commerce 
and Marine Commission which was 
taken at the Meeting held before the 
Convention in October, 1922, which re- 
sulted in the introduction into the Reso- 
lutions of the Convention of the fol- 
lowing recommendation: 

(The resolution referred to was 
printed among others in the November 
JouRNAL under the heading “Foreign 
Situation.” It urged the President to 
make such adjustments of the Tariff 
from time to time as would restore 
our foreign trade, and it further urged 
that our representative on the Repara- 
tions Commission be made an official of 
that body.) 


If the Executive Council feels justi- 
fied in again calling this matter to the 
attention of the American people with 
all the force that can be brought to 
bear it should be most helpful in de- 
veloping public opinion that will re- 
sult in the action desired. It is my un- 
derstanding that other organizations are 
considering doing the same thing. 

There is no existing authority in the 
United States at present which can ne- 
gotiate with European nations along any 
lines aimed to bring order out of the 
economic chaos which exists, in any 
manner which might make use of the 
Allied indebtedness to accomplish the 
restoration of stabilized conditions. If 
the Debt Funding Commission is given 
full authority to act it will not mean 
that it is bound to do more than con- 


if the absence of Fred I. Kent, chair- 


sider how it can best serve the in- 
terests of the United States of America. 
On the other hand if, in carrying on 
such negotiations, a way is found to so 
better the unfortunate conditions which 
exist in Europe in such manner that it 
will increase our trade and prosperity 
far beyond what is now possible, it will 
be in position to act. 

It can only be a source of embarrass- 
ment to a great nation like the United 
States to be obliged to hold itself aloof 
from even entering into consultation with 
the Governments of other nations as to 
what may be best for all concerned in 
connection with the question of the in- 
terallied indebtedness. No government 
in Europe can, in justice to itself, un- 
dertake agreements in regard to the 
payment of the Allied indebtedness 
which it knows cannot be carried out. 
Neither can such governments be ex- 
pected to enter into any serious ne- 
gotiations concerning such indebtedness 
with an impotent commission which is 
prevented by the very law under which 
it is created from effectively carrying 
out its mission. 

Efficiency is not secured in any 
government by “ham stringing” its rep- 
resentatives with unnecessary limitations 
and it is not conceivable that the people 
of the United States are so fearful of 
their representatives that they are not 
willing to extend to them the authority 
to carry on intelligent negotiations with 
the proper representatives of other 
countries. Such “ham stringing,” if 
carried out in every governmental de- 
partment, would represent nothing but 
democracy gone mad and become im- 
potent and useless. If the strong men 
who represent the United States today 
in the Debt Funding Commission can- 
not be trusted with full powers to ne- 
gotiate in the interests of this country 
in connection with the Allied indebted- 
ness, then our form of government must 
be accepted as being a failure. 


From conference, held with represen- 
tatives of many nations, including those 
from government, finance and industry, 
since my arrival in Europe, it is my firm 
conviction that our Debt Funding Com- 
mission, with full power to negotiate; 
would have before it an opportunity for 
constructive work that would benefit the 
United States, Europe and the whole 
world that does not exist today and 
never can take place while honorable 
and able men are bound by the impos- 
sible. It is because I am convinced of 
the ~reat desirability, from every point 
of view, as a citizen of the United 
States, of having the recommendation 
covered in the Resolutions of the Con- 
vention of the American Bankers As- 
sociation of 1922 given a continuing 


force that will be felt by all of our 
people to such an extent that Congress 
will feel compelled to take action, that 
I again urge this matter upon the Exec- 
utive Council. 

It is my hope that that Executive 
Council may see fit to take positive 
action in this matter. 


Recent Decisions 


A contract was entered into for the 
sale of real estate at the agreed price 
of $1,100.00. The terms provided for 
a cash payment, and in regard to the 
remainder of the purchase price the 
following provision was made part of 
the contract: ‘Then the balance on or 
before ten years from date, interest 
6 per cent. per annum, first year without 
interest.” 

The question was raised whether or 
not the interest could be collected at 
the end of each year. The court con- 
strued this clause to mean that the bal- 
ance of the purchase price was to be 
paid on or before ten years from the 
date of the contract, except that there 
was to be no interest for the first year, 
the whole amount of interest to be pay- 
able with the principal at the end of 
the term. In the absence of a clause 
making interest payable annually, in- 
terest at a given rate per annum is 
payable at the same time the principal 
becomes due and not before. Golos wv. - 
Worzalla et al., 190 N. W. 114. 


A lumber company deposited with its 
bank, the First National Bank of Den- 
ver, several checks payable to the com- 
pany and drawn on the State Bank of 
Ordway, Colorado. The Denver Bank 
in the usual course of business deposited 
them with the Federal Reserve Bank of 
Kansas City for collection, and the latter 
in turn forwarded them direct to 
the drawee for payment. The drawee’s 
draft in payment thereof was forwarded, 
but before this draft was collected, the 
Ordway Bank failed, and the draft was 
unpaid. The Lumber Company assigned 
its interest in the checks to the Denver 
Bank which in turn brought suit against 
the Federal Reserve Bank. It was held 
that, according to the rule of the Federal 
Courts and the courts of Colorado, the 
Lumber Company has no right of ac- 
tion against the defendants. The de- 
fendant was selected by the Denver 
Bank as a subagent to make the col- 
lection, and since the assignor has no 
right of action, its assignee can be in 
no better position. First Nat. Bk. of 
Denver v. Fed. Res. Bk. of Kansas 
City, 283 Fed. 700. 


“Cheap Money and Lots of It” 


The Slogan of the Farm Labor Union of America Which Is Attract- 
ing Attention inthe Southwest. Like the Non-Partisan Movement 
Rated as Non-Political It Nevertheless has a 


in North Dakota. 
Political Platform. 


as and in other sections of the 

Cotton Belt over the Farm La- 
bor Union of America, an organiza- 
tion suggestive of the Non-Partisan 
League which brought widespread 
ruin in North Dakota. The organi- 
zation which was formed in the fall 
of 1920 is described as non-political 
but its by-laws state that it “shall 
be friendly from time to time with 
political bodies that are friendly with 
it.” Its official newspaper, the Farm- 
Labor Union News explains this ap- 
parent contradiction by saying: 

“The Farm Labor Union of America, it 
must be understood, does not take up 
political questions inside of its local, state 
or national meetings, for these are busi- 
ness meetings. But it does send represen- 
tatives to take part in county, state and 
national political meetings, in which rep- 
resentatives of friendly labor and farmer 
organizations, also take part. 

“Already in the states of Oklahoma 
and Texas, Farm Labor Union repre- 
sentatives have aided in forming farmer- 
labor political compacts. In Oklahoma 
it has already resulted in the election of 
farmer-labor governor and state legisla- 
ture. In Texas in 1922 the Farm-Labor 
Political Conference candidate for gov- 
ernor polled 207,000 votes and quite a 
number of senators and representatives 
favorable to the Conference were elect- 
ed. In Texas we did this with a three- 
month-old organization, and there is no 
doubt now that the reorganized confer- 
ence will sweep the state in 1924.” 


AB HERE is a lot of talk in Tex- 


The Platform 


Anon the official organ says : 

“The following platform of the Farm 
Labor Political Conference of Texas will 
give a good idea of the kind of legisla- 


- tion the Farm Labor Union of America 


is fighting for in all states where it is 
organizing : 

“1. Taxing undeveloped lands at least 
as high as developed lands of the same 
class; exempting farm and city home- 
stead improvements from taxation. 

“2. State-owned bank with state rural 
credits. 

3. Co-operative ownership where 
practical and public ownership where 
necessary of the means of transportation, 
manufacture and distribution of all farm 
products. 

“4 State warehouse and marketing 
laws, with inspection by state depart- 


ment of agriculture of grades, weights, 
and dockage of cotton, grain and other 
farm products. 

“S. Initiative, referendum and recall; 
repeal of poll tax qualification. 

“6. Reforming the common school sys- 
tem; making an independent school dis- 
trict of each county, though with local 
self-government. 

“7. Opposing any attempt to set aside 
free speech, free press and peaceable as- 
semblage. 

“8 Increased inheritance and income 
taxes in an ascending scale. 

“Q. Opposing the use of military forces 
and private gunmen in industry.” 


Taxation Eccentricity 


The first plank of the platform is 
suggestive of injustice in the name 
of justice. Undeveloped lands are 
like men without jobs. They do not 
produce anything, they have not the 


power to produce without develop-- 


ment, consequently their market val- 
ue cannot be the same as developed 
lands, yet the organization favors 
arbitrarily giving them for taxation 
purposes a value they do not pos- 
sess, and by the same stroke, also 
for taxation purposes in effect as- 
suming that farm and city home- 
steads have no improvements. Pub- 
lic attention has lately been turned 
to tax exempt securities on the sug- 
gestion that exemption of securities 
from taxation had now become a 
doubtful public policy but here is a 
tax exemption and tax imposition 
policy full of possibilities. The man 
who owns 1,000 acres of swamp 
land with practically no value in its 
present condition but which might 
be improved with an investment of 
from $250 to $500 per acre, if he 
had the initiative and the credit re- 
sources to undertake such an enter- 
prise, may well wonder whether this 
new scheme of taxation is to penal- 
ize him for his poverty, his lack of 
vision or because he lives in a com- 
munity where investors want safer 
investments. 

State owned banks; co-operative 
ownership and _ state warehouses 
were prominent foreground figures 
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Members Forbidden To Accept Advice 


in the mirage that North Dakota 
farmers enthusiastically followed to 
their ruin. 

In the same issue from which the 
foregoing quotations have been 
made the president of the organiza- 
tion explains, piece by piece, the 
sections of the Constitution and By- 
laws. Anyone over 18 years of 
age working as a farm laborer or 
producer may become a member. 
Many bankers are farmers and 
farm owners but bankers are not 
eligible to membership for the fol- 
lowing reason: 

“Bankers belonging to Bankers’ As- 
sociations, merchants belonging to Mer- 
chants’ Associations or ginners belonging 
to Ginners’ Associations, though they 
be farmers are not eligible to become 
members of the Farm Labor Union of 
America for the simple reason that we 
could not discriminate and give one 
banker, merchant or ginner the right to 
belong and bar others. If we did, we 
would violate the principles of the or- 
ganization were we to say equal rights to 


>”? 


all and special privileges to none. 


Lure of Cheap Money 


One of the most remarkable fea- 
tures of the constitution of the un- 
ion is that in which it rejects in ad- 
vance any advice which might be 
offered to members. One section 
reads: 

“The membership of this body shall 
not give heed to any advice, threat or 
abuse from any opposer of the Farm 
Labor Union of America; but on the 
other hand, they shall obligate them- 
selves to report the offense to the body 
of the Farm Labor Union of America 
and expose the name of the enemy and 
reveal the nature of advice, threat or 
abuse.” 

Comes now the lure of cheap 
money and long credit. 

The president of the organiza- 
tion in a statement in its official 
paper refers to the action of the 
American Bankers Association at 
its last convention in adopting a re- 
solution endorsing President Hard- 
ing’s veto of the bonus bill and con- 
tinues : 

“At the same time the bankers passed 
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a resolution that this government make 
Europe a present of the ten billion dol- 
lars she had loaned Europe. The rea- 
son for this was that the big bankers 
had loaned Europe billions of dollars 
that remain unpaid; but if this govern- 
ment would donate Europe the ten bil- 
lion dollars, this would enable Europe 
to pay our bankers.” 


As a matter of fact the American 


Report 


T the annual meeting of the 
American Bankers Association 
in New York in October, 1922, 
the State Bank Section of the 
American Bankers Association approved 
the recommendations of the Commit- 
tee of Seven on Exchange, to have 
the McFadden Bill amended in order 
that exchange on checks be made op- 
tional with the remitting bank. The 
Committee reports that Congressman 
McFadden accepted this suggestion of 


the Committees, and introduced a 
bill accordingly. Due to the fact 
that there was very important legis- 
lation pending, your Committee did 
not have the opportunity to urge 
the passing of this bill before the 


Banking Committee of the House, but 
proposes to do so as soon as Congress 
meets. 

At the time of the meeting of the 
American Bankers Association held in 
New York, the case of the Farm- 
ers and Merchants Bank of Catletts- 
burg, Kentucky, versus the Federal 
Reserve Bank of Cleveland, better 
known as the “Kentucky Case” had 
not been decided. This case, how- 
ever, has been passed upon and against 
the Federal Reserve Bank of Cleveland. 
It is a very sweeping decision and one 
which condemns in no uncertain terms 
the methods of the Federal Reserve 
Bank. This decision was very gratify- 
ing, for the reason that just as in all 
bitter contests your Committee was 
forced to make certain representations 
which apparently were a reflection on 
our Federal Reserve System. This was 
very distasteful. No one appreciates 
more than the members of your Com- 
mittee the importance and value of a 
sound Federal Reserve System under 
the proper administration. This very 
clear decision, and that against the San 
Francisco bank should make evident to 
the bankers the fact that your Commit- 
tee was, at least, very careful of what 
it said, and had the evidence to justify 
its conclusions. Neither the Ken- 
tucky nor the San Francisco cases, which 
were lost by the Federal Reserve, have 
been appealed. The Atlanta case, which 
was decided substantially in favor of 
the Federal Reserve Bank, has been ap- 
pealed to the Supreme Court of the 
United States by the Federal Reserve 
Bank of Atlanta. The North Carolina 
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Bankers Association did not, as 
bankers know, adopt such a resolu- 
tion. 

But the most significant of all the 
positive statements President Fitz- 
water of the Farm Labor Union 
makes is this: 


“The Farm Labor Union stands for 
cheap money and plenty of it and high 


labor regardless of what the farm labor 
costs.” 


Cheap money and plenty of it is 


to many people a catchy slogan but ~ | 


money is not wealth in Texas any- 
more than it is in Russia and no mat- 
ter how many times the present sup- 
ply of money is multiplied the 
amount of wealth remains the same. 


of the Committee of Five 


case, which was decided against the Fed- 
eral Reserve Bank of Richmond in the 
Lower Court was reversed by the Su- 
preme Court of North Carolina. Both 
of these appeals are to be argued be- 
fore the Supreme Court of the United 
States April 23, of this year. 

The most important points to be pass- 
ed upon by that court are: 

First, the constitutionality of the sec- 


tion of the Federal Reserve Bank, 
which reads “But no charge shall 
be made against the Federal Re- 
serve Banks.” It having been de- 


cided in nearly all of the cases that 
remitting of checks was a service, this 
section would compel banks to perform 
a service without due \compensation. 
The Supreme Court of the United 
States has repeatedly decided in other 
cases that corporations could not be 
compelled to serve the public without a 
just and fair compensation, and we be- 
lieve that they will adhere to the same 
doctrine in this case. 

Second, admitting that this Section 
may be held constitutional by the Su- 
preme Court, your Committee maintains 
that the remitting bank is not making 
a charge to the Federal Reserve Bank, 
and is not violating the words “But no 
charge shall be made against the Federal 
Reserve Bank,” for the reason that every 
Federal Reserve Bank advises each 
member bank that they only act as agents 
for said bank, and therefore, it is plain 
that a charge made through an agent on 
behalf of his principal is not a charge 
against the agent himself. 

We believe that both of these points 
are well taken, and hope that the Su- 
preme Court will make plain the inter- 
pretation called for. Your Committee, 
however, has always realized that litiga- 
tion could not settle the question at is- 
sue for the reason that there is no way 
that Congress can legislate for the state 
banks. Under our form of government, 
each state is absolutely sovereign so 
that should the Supreme Court decide 
entirely and absolutely in favor of the 
Federal Reserve Banks in the points 
brought before them, it would still leave 
the states with the right to allow their 
banks to charge. On the other hand, 
should the Federal Reserve Banks lose 
their case, it might make the task of 
your Committee very difficult in arriv- 
ing at a fair compromise between those 
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who believe that banks should charge 


for remitting of checks, and those who 


do not. While uncertainty existed was 
the time. for. ‘the «banks "gage 
Federal Reserve Board to sug- 


gest and agree on a plan of com- 
promise. Every effort to treat this sub- 
ject practically and intelligently has been 
frowned upon by the Federal Reserve 
Board at Washington, and therefore, 
your Committee, in its honest attempt 
to arrive at an economically sound so- 
lution of this entire subject, was forced 
to resort to the courts for judicial in- 
terpretation of the meaning of the sec- 
tions of the Federal Reserve Act in af- 
fecting the matter of exchange. 

There the matter rests for the 
moment, and the future activities of 
your Committee will be decided by the 
answer of the Supreme Court to the 
question now before it. 

Mr. Newcomer: If the adoption and 
filing of that'report has no further ef- 
fect than placing it in the record, of 
course, there is no objection to it. If 
the approval of it means putting this 
Association on record as not favoring 
par collections I should be sorry to 
see it adopted. That Committee, as I 


understand it is not a Committee look- | 
ing into the merits and demerits, try-— 


ing to determine what is best but a 
Committee continuing a fight against 
par collections. I don’t believe Federal 
Reserve Banks have ever rendered a 
greater service to the banks of this 
country than getting the par collections 
in, facilitating prompt collection of 
checks and doing away with needless 
expenses. 

He refers there to the Kentucky Case, 
so-called Kentucky Case, and I believe 
I am about as indignant over the methods 
used as anyone. I would join heartily in 
a resolution to condemn such methods 
used by Reserve Banks. I have not 
been able to find Reserve Banks re- 
sorted to any such things as that and 
I don’t think that the condemning of 
their methods in any way need be con- 
nected with the condemnation of par 
collections. I don’t know just what 
the result of acceptance of this report 
means. If it means an attempt to do 
away with par collections I should be 
forced to vote against it. 

The report was received and filed but 
without indorsement. 


res eRe, 


_ stale 


Bank Legislation in All States 


CTING in co-operation with the 

State Legislative Council and 

through State Organizations of 

bankers, the main work of your 
Committee during the past six months 
has been in the promotion of uniform 
and adequate legislation in different 
states relating to many subjects of bank- 
ing and designed to improve general 
conditions. 

An ambitious Program of State 
Legislation covering twenty-three sub 
jects recommended by the Association 
was prepared in the office of the General 
Counsel and used as a basis for promot- 
ing the recommended bills in the 43 
states and other jurisdictions holding 
regular legislative sessions during 1923. 
Many of the State Legislatures are still 
in session but some have adjourned. 


Association Measures Passed 


A summary of reports so far as re- 
ceived shows that measures recom- 
mended by the American Bankers As- 
sociation have been passed this year, 
in twenty-five instances the detail of 
which we beg to present: 

Arkansas—In Arkansas the Uniform 
Stock Transfer Act has been passed. 

District of Columbia—In the District 
of Columbia Congress passed the Asso- 
ciation measure punishing the issuing of 
checks without sufficient funds in modi- 
fied form. 

Indiana—Andrew Smith, Secretary of 
the Indiana Bankers Association reports 
that two laws, the- Uniform Stock 
Transfer Act and Deposits in Two 
Names, recommended by the American 
Bankers Association were passed by the 
Indiana Legislature this year. 

Maine—R. S. Hichborn advises the 
passage of five Association measures by 
the Maine Legislature. On 90 day 
limit on stop payments; payment of 
checks; nonpayment of check 
through error; forwarding direct to 
payor; adverse claim to bank deposit; 
Saturday afternoon Bank Transactions. 
The Legislature of Maine also amended 
its Joint Account Act. 

Montana—A. T. Hibbard, Secretary 


of the Montana Bankers Association re- 


ports that the Montana Legislature 
passed the recommended law that will 
permit a bank to refuse payment of a 
check when same is dated more than one 
year before its presentation; this was 
approved March 7, 1923. The bill to 
fix a 90 day limit to stop payment orders 
was also passed but was vetoed by Gov- 
ernor Dixon because in his opinion a 
law of this kind would lead to con- 
fusion. Mr, Hibbard writes: “We feel 
that the program of State Legislation 
submitted through your office can be of 
great service for the bankers through- 


out the country. We attempted to do as 
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much as we thought practical at this 
session and we shall hope at each suc- 
ceeding session to follow up with a 
few additional bills in order to accom- 
plish the enactment of these uniform 
statutes at as early a date as possible.” 

Nevada—L. S. Reese, Secretary of 
the Nevada Bankers Association reports 
that the Uniform Bills of Lading Act, 
Uniform Fiduciary Act, False State- 
ments for Credit, recommended by the 
American Bankers Association, were 
passed by the Nevada Legislature this 
year. 

New Mexico—R. L. Ormsbee, Secre- 
tary of the New Mexico Bankers Asso- 
ciation reports that the following meas- 
ures recommended by the American 
Bankers Association were passed by the 
New Mexico Bankers Association this 
year: An act relative to payment of 
deposits in trust; an act to limit the 
liability of a bank for non-payment of 
a check through error; Uniform Fidu- 
ciaries Act; an act amending the former 
law and making slander or libel of a 
bank a felony instead of a misdemeanor ; 
an act fixing the liability of a bank 
to its depositors for payment of forged 
or raised checks; (the bill regarding 
payment of deposits in two names failed 
to pass.) 

North Carolina—Alan T. Bowler, 
Secretary of the North Carolina 
Bankers Association reports that they 
secured the passage by the Legislature 
of the Uniform Fiduciaries Act recom- 
mended by the American Bankers As- 
sociation. 

Oklahoma—F. J. Wikoff, reports the 
passage of a modified bad check law. 

Vermont—George H. V. Allen reports 
that the Vermont Legislature this year 
has passed Association measures rela- 
tive to stale checks and the Saturday 
afternoon bank transactions. It also 
has passed a modification of the Joint 
Account Act of that state. 

Washington—William Hatch Davis, 


_ Secretary and General Counsel of the 


Washington Bankers Association ad- 
vised that the Legislature passed the 
recommended bill permitting a bank to 
refuse payment of a check presented 
more than one year after date of issue. 
The Legislature also passed the recom- 
mended bill placing a time limit upon 
stop payment orders but it materially 
changes its form. ‘The act as passed 
provides that a stop payment order 
shall be confirmed in writing within 
fifteen days and shall be effective for 
six months from its delivery and there- 
after until the bank shall have given 
ten days notice in writing of the ex- 
piration of such period mailed to the 
last known address of the depositor. 
Stop payment orders may be renewed 
from time to time but such renewals 
must be in writing and are effective for 
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not more than six months from date of 
delivery. ; 

Wyoming—Sumner Miller, member 
of the Executive Council and Harry B. 
Henderson, Secretary of the Wyoming 
Bankers Association both report that 
the act recommended by the Amer- 
ican Bankers Association relative to 
sending items direct to payor has been 
passed by the Wyoming Legislature 
this year. P ; 

From information thus far received 
25 Association measures have been 
passed this year in the different states 
as follows: 

States 

Uniform Fiduciaries Act 
Uniform Stock Transfer Act 
Uniform Bills of Lading Act 
Time Limit on Stop Payments 
One year stale check limit 
Payment of forged or raised checks 
Deposits in Two Names 

(also two modifications) 
Deposits in Trust 
Nonpayment of Check through Error 
Forwarding Direct to Payor 
False Statements for Credit 
Checks or Drafts without Funds | 
Saturday Afternoon Bank Transaction 
Adverse Claim to Bank Deposit 


to 
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The number of enactments will doubt- 
less be found much larger when com- 
plete information is received. 


Other Legislation 


Reports thus far received as to legis- 
lation, other than Association measures 
affecting banks in the various states are 
as follow :— 

Arkansas—R. E. Wait, Secretary of 
the Arkansas Bankers Association ad- 
vises that the Legislature passed a gen- 
eral bill making a number of amend- 
ments to the Banking Act. Copy of the 
bill as finally passed, was not available 
at the time of writing. 

District of Columbia—F. G. Addison, 
Jr., Secretary of the District of Colum- 
bia Bankers Association reports that 
Congress in addition to the bad check 
law, enacted another very important 
piece of legislation which affects the 
banks in the District of Columbia in 
that all new banking institutions and all 
branch banks are compelled to make di- 
rect application to the Comptroller of 
the Currency for permission to do busi- 
ness in the District. 

Kansas—W. W. Bowman, Secretary 
of the Kansas Bankers Association, ad- 
vises that bills were passed in Kansas 
regulating additional assessments and 
defining more clearly the class of ob- 
ligations covered by the guaranty 
fund and a few other details; put- 
ting into effect the 25 million dollar 
Soldier Bonus; protecting the holder 
of state and municipal bonds by per- 
mitting registry so as to become assign- 
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able only on the books of the State 
Treasurer requiring notes given for cap- 
ital stock of corporations to be so 
stamped and making them nonnegoti- 
able; repealing that portion of the Ne- 
gotiable Instruments Act which requires 
instruments falling due on Saturday to 
be presented the next succeeding busi- 
ness day except demand paper which 
may be presented before noon of that 
day. Saturday is not a half-holiday in 
Kansas and Saturday afternoon is the 
busiest time of the week. 

Minnesota—G. H. Richards, Secretary 
of the Minnesota Bankers Association 
advises that the Association was suc- 
cessful in defeating the enactment of a 
Guaranty of Deposit Law, A bill grant- 
ing trust powers to state banks, similar 
to those enjoyed by national banks has 
passed the Senate and is expected to 
pass the House. The same is true of 
a bill for increased capital requirements. 
A bill has also become a law denying to 
state banks and trust companies the 
privilege of maintaining branches or ad- 
ditional offices. A bill has also been 
passed which validates the taxes as- 
sessed and collected upon the shares of 
stock of national banks. 


Michigan—V. T. Baker, Member of 
State Legislative Council, reports that a 
law has been passed by the Michigan 
Legislature placing private banks under 
state supervision. The Legislature has 
not yet adjourned. 


Montana—A. T. Hibbard, Secretary 
of the Montana Bankers Association re- 
ports banking legislation passed this year 
as follows :— 


A bill introduced at the request of 
the Superintendent of Banks, amending 
the Banking Law by particularly defining 
insolvency, providing for the assessment 
of bank stock, for the consolidation of 
banks and for taxation of banks which 
have ceased to do business as banks. 


A bill providing that the increase of 
live stock and wool should be held under 
a chattel mortgage from year to year 
during the life of the mortgage. 

A bill amending the Negotiable In- 
struments Act by adding a provision 
that an instrument otherwise negotiable 
in character is not rendered nonnego- 
tiable by the security of a real or chattel 
mortgage. 

A bill providing that advances under 
the additional advance clause in a chat- 
tel mortgage shall be junior in lien to 
the original note or notes described in 
the mortgage and making the original 
indebtedness together with the additional 
advances good as against other mort- 
gages and intervening liens. 

A bill to conform the state to the 
national law providing for three instead 
of five calls for reports of condition on 
days simultaneous with calls of the 
Comptroller of the Currency. 

Among the bills that did not pass, 
were bills providing Guaranty of De- 
posits; creating a laborer’s lien on the 
products of their labor ahead of all 
contracts, mortgages and other liens; 
prohibiting all crop mortgages except to 
secure purchase price of seed or rental 
on land; bills reducing the rate of in- 
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terest to 8 per cent. and 9 per cent. re- 
spectively. 

Nebraska—J. E. Hart of the Bureau 
of Banking advises that the only impor- 
tant piece of bank legislation enacted at 
the recent session of the Legislature 
was House Roll No. 272 known as 
the Bankers Bill. This bill amends the 
guaranty law and contains other amend- 
ments to the banking law. The bill was 
favored by the Legislative Committee 
of the Nebraska Bankers Association. 
We are indebted to W. B. Hughes, Sec- 
retary of the Nebraska Bankers Asso- 
ciation, for similar information. Instead 
of wasteful receiverships, a guaranty 
fund commission has been created and 
by means of a separate conservation 
fund, contributed by the state bankers, 
the latter will take charge of closed 
banks and operate them as going con- 
cerns to avoid turning them into court 
receiverships. 

New Hampshire—Harry L. Additon, 
Secretary of the New Hampshire 
Bankers Association advises the passage 
of a bill taxing the stock of national 
banks 1 per cent. on the par value after 
deducting real estate and_ repealing 
Chapter 113 of the laws of 1885 pro- 
viding how bank stock should be taxed. 

New Mexico—R. L. Ormsbee, Secre- 
tary of the New Mexico Bankers As- 
sociation advises the passage of bills 
upon the following subjects :— 

Conditional Sales Contracts. 

Description of Cattle in chattel mort- 
gages. 

Exempting from the taxable value of 
bank stock 50 per cent. of surplus. 

Providing for the registration of se- 
curities deposited with the State Treas- 
urer by surety companies and fire in- 
surance companies, 

Providing for the recordation of 
mortgages by migratory chattels with 
the Secretary of the state. 

An act recommended by the State 
Bank Examiner containing several im- 
portant changes in the former Banking 
Law. 

North Carolina—In North Carolina 
a new law has been passed changing 
the method of handling state funds. 
Under the old law the several depart- 
ments deposited state funds under their 
official names and generally turned them 
over to the State Treasurer after a lapse 
of thirty days or upon the tenth of the 
month following collection. In the 
past, the Treasurer has had to borrow 
money for one fund when there were 
substantial balances in other funds 
which had not been turned over to him. 
The new law eliminates this necessity. 
It provides that all banks holding state 
deposits shall in their published state- 
ments show the amount on deposit to 
the credit of the state or of any official 
and prohibits the deposit of state money 
in any bank refusing to comply. It 
further provides that all moneys col- 
lected by any state department or insti- 
tution shall be deposited with or to the 
credit of the State Treasurer as and 
when directed by the Governor and 
Council of State. 

The Legislature had rewritten the In- 
dustrial Bank Act of 1919 and provided 
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a new law which differs from the old 
in more clearly defining what are indus- 
trial banks, providing for their examin- 
ation and supervision, changing the 


minimum capital requirements, extend- 


ing to two years the duration of loans 
based upon real estate collateral and 


permitting branches anywhere within 
the state. — 
The legislature also made several 


changes in the state banking laws. The 
minimum number of calls for reports of 
condition has been changed from 4 to 
3 to conform to the recent change in the 
national law. The Corporation Commis- 
sion has been given authority to pre- 
scribe the form of reports of trust, 
surety, fiduciary and guaranty business 
handled by every person, firm, corpora- 
tion or partnership doing a banking 
business or a banking business in con- 
nection with any other business, 

The Negotiable Instruments Act has 
been amended by adding the following 
provision :— 


“An instrument is pa'yable at a determinable 


future time, within the meaning of this Chap- 
ter, notwithstanding the fact that it contains 
a provision waiving notice of protest, notice 
of dishonor, and an agreement to be bound 
notwithstanding any extension of time which 
may be granted. Or if collaterals have been 
deposited as security for the payment thereof 
and the instrument contains a provision that 
if the value of the securities so deposited has 
so decreased or declined so as to render the 
holder insecure, the holder may require the 
maker to deposit other and further collaterals 
to secure the same and upon failure to comply 


with such demand, to declare the instrument ~ 


due at once. An instrument payable upon a 
contingency is not negotiable and the happen- 
ing of the event does not cure the defect, but 
an instrument payable at a determinable fu- 
ture time is negotiable, even though it may 
mature or be declared due upon a contingency 
happening before such future time.” 


North Carolina has passed a further 
law making it a felony to damage per- 
sons or buildings in use for residential 


- or business purposes by use of nitro- 


glycerin, dynamite, gunpowder, or other 
high explosive with a penalty of im- 
prisonment for not less than ten nor 
more than thirty years. 

A law has been passed clarifying the 
regulations for cancellation of mort- 
gages and deeds of trust. 

The Blue Sky Law has been amended 
to broaden the definition of the word 
“securities” as used in the old law, 
to limit the Commission in the sale 
of stock to 12% per cent., to require 
the payment to the Insurance Commis- 
sioner of a tax of 2 per cent. of the 
gross sales and to require the filing of 


. quarterly reports of business done. 


A further law has been passed to 
facilitate the examination of titles and 
create a presumption of payment of in- 
struments securing the payment of 
money after fifteen years from the date 
of maturity of the debts secured thereby. 

Oklahoma—Eugene P. Gum, Secre- 
tary of the Oklahoma Bankers Associa" 
tion advises that the legislature has 
passed a bad check law punishing the 
person who obtains money or property 
upon a false or bogus check including 
checks drawn against insufficient funds. 
This differs in several respects from the 
measure recommended by the American 
Bankers Association. 


May, 1923 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


hel, 


South Dakota—H. R. Kibbee, Presi- 
dent of the Commercial Trust and Sav- 
ings Bank of Bristol, advises that the 
following laws of interest to banks were 
passed at the recent session of the South 
Dakota Legislature :— 


H. B. 57—Penalizing active bank officers 
attesting to false statements. 

H. B. 146—Providing that proceeds of life 
insurance up to $5,000 is not subject to pay- 
ment of debt of surviving spouse or children. 

H. B. 153—Providing for assessment of 
surplus and undivided profits of banks as 
En and credits. (Effective March 15, 
1923 

H. B. 155—Permitting bank loans to cor- 
porations where its stockholders are share- 
holders. 

H. B. 198—Permitting National Banks des- 
ignated as Depository of State Banks to fur- 
nish Government bonds in lieu of surety bonds. 

S. B. 2—Repealing _Mortgage Registration 
Tax (Emergency Clause attached). ; 

S. B. 12—Fixing procedure relating to tax 
certificates. 

S. B. 16—Making notes given for corpora- 
tions stock nonnegotiable. 

B. 43—Making seven per cent. legal in- 
terest and above ten per cent. usury. 

S. B. 52—Five-sixths jury verdict in Civil 
Gourt. 

S. B. 59—Restricting Emergency Warrant 
Issues and creation of deficiencies. 

S. B. 71—Providing for protection of pur- 
chasers at foreclosure sale during period of 
redemption. 

S. B. 105—Authorizing unorganized counties 
to designate own Depositories and giving pref- 
erence to those within counties. 

S. B. 110—Making elevators in the state 
public warehouses under bond for all grain 
stored therein. , 

S. B. 138—Enabling act for organization of 
the South Dakota Wheat Growers Association 
for co-operative pooling of wheat. 

S. B. 165—Requiring certified checks of 
bidders on public work in South Dakota to be 
on banks within the state. 

S. B. 177—Making stockholders of co-opera- 
tive corporations liable for the amount of their 
stock when provision is made by two-thirds 
vote of stockholders. 

S. B. 255—Retail Merchants Association bad 
check law. 

S. B. 325—Requiring three instead of 
five bank reports annually to the State Super- 
intendent of Banks. 


Tennessee—H. Grady Huddleston, 
Secretary of the Tennessee Bankers As- 
sociation advises that the Legislature re- 
pealed the contract rate of interest law 
and it is now legal to charge only 6 per 
cent. by contract or otherwise. The 
Legislature also enacted an excise tax 
on the most earnings of corporations 
amounting to 3 per cent. 

Texas—W. A. Philpott, Secretary of 
the Texas Bankers Association advises 
that there had been an entire rewritting 
of their bad depository law and the new 
bill proves for a rate-making board 
and maximum of 4 per cent. to be paid 
by state banks of Texas for state money. 

A number of amendments to the state 
banking laws have also been approved 
by the Governor. Every one of these 
were put forward by the department of 
Insurance and Banking in conjunction 
with a committee of bankers. For this 
reason they experienced little opposi- 
tion. Chief among these was the sepa- 
ration of the department of insurance 
from the department of banking with a 
commissioner over each. The commis- 
sioner’s salary was raised, as also were 
the salaries of examiners and liquidating 
agents. The minimum capital stock of 
a state bank was raised from $10,000 to 
$17,500. The Commissioner was given 
power to control receiverships of de- 


funct state banks. A state bank must 
Sive sixty days notice befora it can 
convert into a national, notice to be 
given by publication, and several other 
minor amendments. 

In addition to the above, according 
to further advices received from J. L,. 
Chapman, Commissioner of Banking, 
laws have been passed in Texas as fol- 
lows: 


Prohibiting the establishment of private 
banks and placing those already established 
under the supervision of the Bank Department. 


Permitting State Banks to advertise truthful 
statements as to the Guaranty Fund System 
or the Bond Security System and prohibiting 
untruthful advertising. 


_ More clearly defining just what deposits 
3 state banks are insured under the Guaranty 
aw. 


Removing the protection of the Guaranty 
Fund from deposits in banks which have con- 
verted to another system of banking. 

Prohibiting the investment of more than 50 
per cent. of capital and surplus in banking 
house and more than 15 per cent. in furniture 
and fixtures without first obtaining permission 
of the State Banking Board. 

Prohibiting Bank Officers from engaging in 
fraudulent or speculative business enterprises. 

Prohibiting banks from issuing non-interest- 
bearing certificates of deposit and removing 
pe protection of the Guaranty Fund there- 
rom. 


Utah—Advice from State Bank Com- 
missioner Pixton is that laws have been 
passed as follows: An act amending 
Section 1201 compiled laws relating to 
the powers of loan, trust and guaranty 
associations; an act amending the bank- 
ing law relative to the duties of the bank 
commissioner and adding new provisions 
relating to the duties of banking corpor- 
ations with reference to the manner of 
keeping books and records, the making 
of loans to officers and directors, the 
holding of monthly meetings, the charg- 
ing off of losses, the making of false 
entries on statements, providing when 
real estate may be purchased and held, 
prescribing certain powers and duties of 
the Bank Commissioner and requiring 
the attorney general to conduct prose- 
cutions under this Act, and providing 
that no officer, director, employee or 
attorney of a member bank shall be 
beneficiary of or receive any fee, com- 
mission, gift, or other consideration in 
connection with any business of the 
bank. Also amending sections of ‘the 
Banking Law relating to the liquidation 
of banks, 

Washington—An effort was made 
this year to pass a compulsory deposit 
guaranty Law but it failed. The ex- 
isting law passed in 1917 which pro- 
vides a voluntary plan, has proved un- 
successful and the failure of the effort 
to pass a compulsory law indicates that 
the State of Washington virtually 
abandons the plan of guaranty of bank 
deposits. 

We are indebted to J. C. Minshull, 
Deputy Supervisor of Banking for 
copies of laws passed by the Washing- 
ton Legislature. House bill No. 155 
presented by the Banking Department 
amends several sections of the Banking 
Law. The Supervisor is, for the first 
time, given discretionary power in the 
granting of charters. Other provisions 
eliminate the power of trust companies 
to invest in “stocks”; clarify the law re- 


garding the levying and collecting of as- 
sessments against stockholders and give 
the Banking Department the power to 
definitely wind up and liquidate insolv- 
ent banks. 

Another entirely ‘new act legalizes 
the small loan business and places in- 
dustrial loan companies under the Bank- 
ing Department. 

A new law has been passed regulating 
the business of safe deposit companies 
and fixing the liability of such companies. 

A further bill passed relating to 
checks and stop payments, contains the 
Association measures heretofore re- 
ferred to. 

Wyoming—Sumner Miller, member of 
our Executive Council, in addition to 
the Association measures passed relative 
to checks direct to payor, reports a syn- 
opsis of legislation enacted by the Wyo- 
ming Legislature as follows: A law 
permitting payment of taxes to be paid 
semi-annually. 

A Farm Loan Act: loans not to ex- 
ceed 60 per cent. of the value of the 
property or not over 90 per cent. of 
average assessed value for the past three 
years. Maximum loan $15,000, mini- 
mum $500; rate is 5 per cent. on the 
amortization plan. 

A bill fixing the contract rate of in- 
terest at 10 per cent. and the legal rate 
at 7 per cent. 

A bill relating to inspection of live 
stock. 

Your committee would make the fol- 
lowing recommendations for action by 
the Executive Council. 

1. We recommend an amendment to 
the By-Laws which will add to the Com- 
mittee on State Legislation as ex-officio 
members the respective Chairmen of the 
Committees on State Legislation of the 
four Divisions of the Association. 

2. We recommend the promotion of 
legislation for the standardization of 
state bank departments to the end that 
such departments shall be distinct and 
independent departments of state gov- 
ernment and not adjuncts of nor their 
chief officers subordinate to the heads, 
of other departments, and shall have 
sufficient inherent authority to enforce 
observance of the laws by existing insti- 
tutions as well as to prohibit the issuance 
of charters where not needed. 

Mr. Hazlewood: That is a provision, 
gentlemen, that may be needed in some 
states more than in others. It seemed 
to us wise and it was recommended by 
the State Banks Division. It is along 
the lines of efficiency, I believe. 

I may say here that the Digest of State 
Banking Laws, which was commenced 
some two years ago, at the instance of 
this Committee, is now very nearly com- 
plete. So that we have in the offices of 
the Association and under the direct 
care of General Counsel, a digest of all 
state laws bearing on the general subject 
of banking. You can see that an im- 
mense amount of time and effort is thus 
saved, when any reference or any in- 
formation is wanted as to laws in vari- 
ous states on any given subject. 

There is one item that stands out and 
that is the repeal of the guarantee de 
posit law in Oklahoma. That was the 
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first and most prominent of these bank 
guarantee laws. The results of that law 
over a period may be summarized like 
this: 


Warrant Debt Unpaid. $2,000,000 
Owing to Depositors. 10,000,000 
Which was\ee ie ee $12,000,000 of debt 


Let us see what they have on the other 
side. There are ragged assets of about 
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$15,000,000 in the hands of the banking 
guard. ‘There is a desultory effort, over 
fifteen years old, to collect. Mr. Wik- 
off’s own estimate of the value of these 
assets is from nothing, in the case of 
some assets, to thirty or forty cents on 
the dollar. 

You still see that the guarantee law 
in Oklahoma which has been used as 
the example for all legislatures, has been 
a ghastly failure. I do not know of 
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any lame duck case that any of us know 
anything about that has been as much 
so, and it seems to me that you in your 
contact with state legislatures in your 
own states, wherever this bank deposits 
guarantee bugaboo raises its head, you 
should be able to confute and confound 
the proponents by the mere example of 


the actual circumstances in Oklahoma. 


The bank guarantee ghost has been laid 
low. 


American Institute of Banking 


tion that I follow Mr. Puelicher 


T is with a great leal of trepida- 
I in any remarks about the Ameri- 


can Institute of Banking. You 
have already heard and will hear 
many interesting reports. I hope the 


one you are about to hear, however 
imperfectly presented, in its impor- 
tance will have no less of your in- 
terest than the others. Indeed some 
there are who think that this is the 
most important work of the American 
Bankers Association because, while 
the other activities deal with things 
and policies and money, the American 
Institute of Banking deals with that 
beside which all other things pale 
into insignificance; namely the human 
being. 

You know too much of the genius 
and inspiration of this organization 
to make it necessary for me to dwell 
upon them but I wish someone, some- 
time, would tell you the story of the 
Institute. It would be the most fasci- 
nating and romantic story connected with 
banking in America. 


The Cleveland Group 


There are some here now who at- 
tended that first Convention in Cleve- 
land in 1903. It was a small group 
calling themselves the American In- 
stitute of Bank Clerks. That was the 
first manifestation of this organization 
as a great national body. 1 wish that 
all of you twenty years after that 
could attend a reunion convention in 
the same city in the year 1923, be- 
cause there will be at least 2,000 dele- 
gates present and it will be the repre- 
sentative body of the American Insti- 
tute of Banking. Indeed there will 
be present men from all parts of the 
country holding high positions in their 
institutions. This is a most significant 
development of the American Insti- 
tute of Banking, I would not be far 
wrong if I said that at present the 
percentage of bank officers active in 
the Institute to the total number of 
officers is greater than the percentage 
of those not holding official positions. 

The Institute idea is just beginning 
to seize hold of the minds of the 
bankers of this country. During its 
past history it has been through a 
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period of preparation, its infancy, and 
all during that time it has had in the 
beginning a sort of nurse, in its later 
years a guide,.a philosopher and 
friend in Uncle George Allen. I have 
no desire to give meaningless praise 
to one whom most of you know but 
I would like to go on record as say- 
ing that as that man approaches the 
years that are before him, he can look 
back with that supreme satisfaction 
and consciousness of having done 
with associates in the Institute a great 
work, a work which all men look upon 
and call good. 

Thirty-three chapters have been or- 
ganized this year. Many of them 
have not been propelled by the of- 
ficials of the Institute but the officials 
have been compelled by men needing 
the Institute, to give them the ad- 
vantage of its training. 

The educational work is constantly 
being enlarged and improved. This 
year a course in credits, the best 
course in credits available, is ready 
for the use of the banks. Within a 
very few months there will be a 
course in investment banking and 
public speaking for which there has 
been a general demand. 

There has been in the last few 
years greater participation on the part 
of senior bankers than at any other 
time in its history. Chapters, and 
the national organization, today are 
in a better co-ordination than ever 
before. Throughout the country from 
one end to the other there are more 
leading educators devoting their time, 
their experience and their talent to 
developing the Institute. All of these 
things give us and give you cause 
to be proud of the American Institute 
of Banking. 

But to those who are responsible 
they offer rather a challenge for the 
future. ‘The increasing activities have 
made increasing demands upon those 
elected to office. I sometimes wonder 
if the demands are not going to be 
a little too great for one who has 
his future before him. It has been 
necessary to hold a mid-year meet- 
ing of the Executive Council of the 
Institute and this year in St. Louis 
there was held a two-day session in 
which more real work was done in 
ten hours a day than I know of in any 


two days of my whole experience. 
These things are said not to con- 
vince you of the importance, but to 
interest you in the future of the or- 
ganization. 


confidently to the accomplishments of 
the future. Something has got to be 
done to reach the country banker 
more effectively. 


More Than an Organization 


We are proud of the 
achievements of the past and we look ~ 


The American Institute of Banking - 


is more than an organization. It is a 
kind of a spirit. It is a thing that lifts 
a man out-of that killing level of 
mediocrity. It is not only a voice which 
tells him to hitch his wagon to a star but 
it is the star to which he may hitch his 
wagon. It takes the man in the bank and 
lifts him out of the deadening dullness of 
daily routine. This is an institution, 
my friends, which I hope not only 
meets with your approval for what 
has been done but which will command 
your active and intelligent participation 
in the things that are to come. I had 
almost forgotten to say, as we have 
not particularly been concerned with 
numbers, that the Institute at present 
has 52,863 members, 139 chapters, 
7,000 correspondence students. 


More Power for Commissioners 


A State banker in Washington writes 
as follows: “What strikes me as being 
one of the most necessary moves for 
the general good of the banking busi- 
ness is to give more power to the bank 
commissioners of the various states in 
which they are restricted too closely. 
Too many banks are chartered in local- 
ities already served by good institutions, 


with the result in the end that everybody. 


suffers: the community first through un- 
safe competition which usually follows, 
and in a good many cases the deposi- 
tors of the bank which cannot make 
good. If our bank commissioners had 
the power to turn down applications for 
charters for banks in localities where 
no more are needed I think we would 
have fewer failures among the country 
banks.” 
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TRUST COMPANY DIVISION 


survey 


HE report to the Council of 
Theodore G. Smith, President of 
the Trust Company Division was 
presented by Evans Woollen. It 
included the following: 

Instead of the number of problems 
which we are required to face, being 
on the decline we are confronted with 
a situation in many lines which calls for 
the utmost care in handling and the 
greatest amount of forebearance which 
time alone can correct. 


Test Suit on Taxes 


The operation of Section 226 (c) of 
the Federal Revenue Act of 1921, under 
which the estates of decedents are taxed 
on an annual basis, takes from these 
estates many millions of dollars annually 
in unjust taxation. At a meeting of the 
Executive Committee of the Division 
held on December 7, 1922, at which all 
phases of this subject were considered, 
it was decided to seek relief through an 
amendment to the law and also to con- 
duct a test suit. A _ satisfactory ter- 
mination of this matter will favorably 
affect the estate of any officer or mem- 
ber of the Council who may be so un- 
fortunate as to pass from this life dur- 
ing the first few months of any calendar 
year while this law is in operation. 
The costs in connection with the suit 
are expected to be met from voluntary 
contributions from the members of the 
Trust Company Division. 


Legislation Watched 


Many oddities and monstrosities in 
the form of bills introduced in the vari- 
ous state legislatures directly and seri- 
ously affecting the business of trust 
companies have been carefully watched 
during the recent sessions of the state 
legislatures. This work is continuing 
during the sessions of the legislatures 
which have not as yet adjourned. The 
report of the committee handling this 
matter was the subject of long and 
faithful consideration by the Executive 
Committee at its meeting this week. 
Through the extension of inheritance 
taxation, it is now sought to distribute 
wealth rather than to raise revenue for 
governmental uses. ‘This subject in its 
many ramifications is being given care- 
ful study by the Division and definite 
recommendations regarding the handling 
of this question will be presented at the 
convention in September. 

The national campaign of publicity 
and advertising, so ably conducted dur- 
ing the past two years, is each month ex- 
erting a marked influence upon the 
thought of the public in directing them 
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to protect and conserve their real and 
personal property through the naming 
of a corporate fiduciary to handle their 
affairs after death and it is also stimu- 
lating the creation of voluntary or liv- 
ing trusts which are made during the 
life of the donor. No more valuable 
contribution could possibly be made than 
this work which is so far-reaching in 
its beneficial results. 


Co-operation With the Bar - 


Co-operation with the legal profes- 
sion in fact as well as in name is pro- 
ceeding in a most satisfactory manner. 
The discussions regarding the encroach- 
ment of corporate fiduciaries upon the 
prerogatives of the legal profession, 
which loomed so formidably a year or 
two ago, are assuming a more normal 
condition. This is due in a very large 
measure to the vigilance and active at- 
tention given to the situations in all 
states and other concrete cases by the 
special committee having this matter 
in charge. Several bills directed against 
the so-called “practice of law” were in- 
troduced in state legislatures during the 
present year. None of these measures 
passed. One bill in Minnesota sought 
to make invalid any will not drawn by 
an attorney. The passage of such a 
measure would be against the public in- 
terest and, therefore, we do not believe 
that such bills will be enacted into law, 
although the most careful attention must 
be given each time they make their ap- 
pearance. 


Unification of Charges 


The unification of charges made for 
trust services is being developed in a 
very satisfactory manner. The iniqui- 
tous practice of price-cutting and en- 
couragement of “shopping” by cus- 
tomers is gradually being eliminated. 

The great work started a few years ago 
by Mr. Goff of Cleveland and known 
as the Community Trust is also being 
developed along the most helpful lines 
in over fifty cities throughout the 
country. 


Research Committee 


Staff Relations or the development of 
personnel is receiving the constant at- 
tention of a special committee working 
upon this matter. 

Through a recent investigation made 
by the special Committee on Research, 
many encouraging facts were revealed 
in regard to the beneficent results of 
the work of corporate fiduciaries. A 
detailed explanation of these matters 
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will be offered in the near future for 
publication and will, therefore, be made 
available to the Council and our mem- 
bership generally. 


Conference Proceedings 


The proceedings of the Fourth Mid- 
Winter Conference have been published 
in a special booklet of 160 pages. Copies 
have been mailed to all active and as- 
sociate members of the Division and 
others believed to be interested in the 
subject matter. Until the supply is ex- 
hausted copies may be obtained upon 


request. 


Bank Gives Away Eggs 


_ Down in Georgia the farmers are be- 
ing told that the sum of $22,000,000 
is annually sent out of the state for 
poultry products and the sum of $50,- 
000,000 annually for dairy products, and 
that if the people of each county would 
produce a certain quota of dairy and 
poultry products all this money might 
be kept at home. In connection with 
that proposition the First National 
Bank of Lavonia, Ga. is advising the 
people of its community to fight the boll 
weevil with chickens. To properly ini- 
tiate the fight the bank established a 
special extension department and made 
a novel proposition to the public. ‘The 
bank will place a setting of pure-bred 
eggs on any farm where the occupants 
will undertake to take care of the 
chicks. No charge is made for the 
eggs but the bank will ask in return 
one pullet from the resulting flock; or 
if the farmer prefers he may pay for 
the eggs and keep the pullet. This 
novel bank extension work was placed 
in charge of a resident of Lavonia who 
had been successful in poultry raising. 
The plan of operation included a visit 
by the extension manager, accompanied 
by the local county farm demonstration 
agent and the county home demonstra- 
tion agent, to twenty rural schools 
where the patrons were assembled and 
the plan explained. As soon as the 
plan was announced, however, farmers 
began to make applications for eggs 
without waiting for the scheduled meet- 
ings. About 1,000 to 1,200 settings of 
eggs will be distributed although the 
bank had originally intended to dis- 
tribute but half of that number. Many 
farmers who applied for and received 
eggs on the bank’s terms also asked the 
extension manager to purchase addi- 
tional settings for them so that they can 
within a year elimnate all of their 
scrub flocks. 


HE work of the Savings Bank 

Division has continued to develop 

along the lines which we have 

discussed at previous meetings. 
Samuel H. Beach of Rome, N. Y., Pres- 
dent of the Division, made the following 
report: : 

It is difficult for me to adequately 
convey to you an_ idea of the 
quantity and variety of special inquiry 
which comes to this Division. Not only 
is the correspondence heavy but the col- 
lecting of information and familiarity 
with new publications requires a large 
amount of the Secretary’s time, which is 
continually being broken in upon by call- 
ers, a large proportion of whom are not 
bankers but persons either seeking in- 
formation on savings subjects or who 
have ideas which they wish to exploit. 
As might be expected many of these 
ideas are not as new as the visitors believe 
and many seek the easy road to fortune 
which would result from selling material 
to the Association especially if it could 
be induced to in turn distribute such ma- 
terial to member banks. 

Along the last mentioned line are the 
numerous projects for either national or 
local campaigns, the distribution of thrift 
material to the public through the banks, 
selling printed matter to the banks for 
distribution to the public, production of 
moving pictures and indorsements of var- 
ious organizations which seek to pro- 
mote either public or private thrift, home- 
ownership and some other entirely worthy 
ideals. 

Further progress has been made dur- 
ing the present administration toward 
concentrating the efforts of the office on 
certain branches of our work as it is 
believed that the general progress will 
benefit thereby although special inquiries 
may not receive as detailed attention as 
formerly. ‘This is on the theory that al- 
though we are a service bureau for the 
banking interests we should give atten- 
tion to those matters which will benefit 
the greatest proportion of our members 
as well as the public. 

I will mention a few matters of general 
interest : 

First, Statistics. It has been custom- 
ary to say that but one person in ten 
in America has a savings account. Even 
at this time the credit unions seek to ex- 
pand their activities by obtaining legisla- 
tion on the plea that savings bank facili- 
ties are inadequate because the report of 
the Comptroller of the Currency indicates 
that savings facilities may be too limited. 
But it is a fact that the Comptroller’s 
report will sustain no such opinion ex- 
cept for those who arrive at conclusions 
without considering the underlying data. 
Last year The Savings Bank Division 
compiled a table on savings and time de- 
posits which was based in part on the 
Comptroller’s report and in part on direct 
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reports from the State Banking officials 
which revealed $16,600,000,000 of savings 
and time deposits in the banks and a sim- 
ilar compilation now in progress for the 
year ending June 30, 1922, indicates an 
increase of about $2,000,000,000. Sta- 
tistics as to the number of savings ac- 
counts are much less complete than the 
amount of deposits and without estimat- 
ing the number of accounts in non-re- 
porting states, we are able to report 
officially that there are at least 30,000,000 
savings accounts and that there are 40,- 
000,000 savings depositors in continental 
United States. 

Another tabulation which is widely 
quoted throughout the country is that on 
school savings deposits. These statistics 
have received great publicity and have 
resulted in nation-wide editorial com- 
ment. Furthermore, the stimulating 
effect upon both bankers and educators 
has been most notable. It has established 
school savings banking as an institution 
in place of a plaything. 

The Division has assumed the leader- 
ship in this movement and compiled re- 
ports showing an annual increase of 
about 40 per cent. in deposits and ex- 
pects that this year the total savings 
deposits by school children will amount 
to over $7,000,000, and an aggregate of 
reported balances amounting to over $15,- 
000,000. The Division has just published 
a book on School Savings Banking in 
which are included complete details of 
the American Bankers Association 
method which is recommended to those 
bankers who wish to install and to oper- 
ate their own systems. ‘The book has 
been published for us by the Ronald 
Press, New York. That book represents 
two solid years of work by our Com- 
mittee on School Savings Banking. 

Our purpose in publishing this book is 
to enable those banks who want to know 
how to establish a school savings sys- 
tem to be able to obtain it in good spe- 
cific form and relieve the headquarters 
office of the almost innumerable inquiries 
which are being received and cannot be 


answered individually with either satis-° 


faction to the man who writes the letter, 
or the man who receives the letter. We 
think this book will prove to be of great 
value. 

Industrial savings banking is believed 
to be of equal or greater importance to 
the public as well as more profitable to 
bankers than is the school work. It is 
expected that details as to the American 
Bankers Association Method and other 
results of an elaborate recent investiga- 
tion will soon be available. 

The discussion of the famous 100 
Average Men continues and we hope 
that eventually we will be able to pre- 
pare an assortment of statistical tables 
on matters pertaining to thrift and sav- 
ing, as will more thoroughly satisfy ed- 
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ucators and speakers who appreciate the 
futility of the usual generalities. 


_ The sale of fraudulent securities to 
small investors, 


the volume of invest- 
ment funds and the general condition of 
prosperity with high wages and high 
prices, has brought the usual rising tide 
of highly, speculative and worthless se- 
curities. We have never had adequate 
means of handling that situation and we 
are hopeful that something will result 
from the amount of thought and effort 
on behalf of small investors which is be- 
ing conferred by business interests even 
more than by savings bankers. The In- 
vestment Bankers Association of Ameri- 


ca has recently established a department — 


for this work, the New York Stock Ex- 
change underwrote the Better Business 
Bureau of New York to the extent of 
$100,000 for its first year. The Better 
Business Bureaus of New York, Boston, 
Cleveland, Indianapolis, Kansas City and 
elsewhere are all active and vigilance 
committees are being established by many 
Chambers of Commerce. We are hope- 
ful that some means may be found for 
materially improving the condition which 
now exists when the high-pressure sales- 
man faces the inexperienced wage-earner. 


Our most active participation along 
this line has been in connection with the 
distribution of material relating to the 
housing or 3 per cent. loan contract 
trusts which were condemned at our last 
convention and also at the 1922 conven- 
tions of the National Association of Su- 
pervisors of State Banks and the United 
States League of Local Building and 
Loan Associations. We have not only 
opposed with energy the legislation which 
was intended to legalize these concerns 
in the District of Columbia and in sev- 
eral states but have stimulated backing 
for proposed laws to prevent their oper- 
ation. The two largest trusts of. this 
kind have ceased operation because of 
what they refer to as the opposition of 
the banking interests. 


The Postal Savings System continued 
to decrease in volume of deposits until 
February of this year and a slight re- 
action has been reported since that time. 
There seem to have been no developments 
of importance except that the Bureau 
officials continue to look with longing 
eyes toward the schools and industries. 
They have lately established an indus- 
trial savings system in one plant in To- 
ledo and now have before the Postmaster 
General a plan for going into the schools. 
We maintain that the Post Office De- 
partment should not attempt to teach the 
children in our schools to look to the 
Government as a savings banker, and 
should it attempt to do so the accom- 
panying printed matter would surely be 
the basis for more or less publicity and 
ne editorial comment along this 
ine. 


HE policy outlined for the Na- 
. tional Bank Division at the last 
annual convention has been its 
constant guide through the fore- 
part of the current year,” said Waldo 
Newcomber in his report to the Council 
at the Spring Meeting. “While it has 
given careful attention to routine serv- 
ices so helpful to member banks, and 
so generally accepted by them, neces- 
sarily legislative matters have claimed 
miuch of its time. 

“Primarily, we have endeavored to 
‘look out for matters relating solely to 
‘national banks and which, therefore, 
would not otherwise have attention, but 
have always borne in mind that we are 
a division of the American Bankers 
Association and do not desire to counte- 
mance anything to the injury of other 
banks, but to co-operate most heartily 
in any measures tending to the benefit 
of banking in general. 


Legislation 


“A number of proposals pertinent to 
national banks alone, some of them un- 
desirable and others deemed to be at 
least unnecessary, were made to Con- 
gress. Not all of them were considered 
seriously, however, and this the Division 
is pleased to report. It is not necessary 
to enumerate all of the bills presented, 
but it may be stated that no legislation 
affecting national banks alone, and pre- 
judicial to them, was enacted. On the 
other hand, some things desired did not 
become law. The rush of legislation in 
the short session just closed prevented 
consideration of some meritorious bills 
to simplify certain practices now fol- 
Jowed. These practices, however, are 
not unworkable, and when weighed 
against the possibilities of adverse legis- 
lation the results obtained seem to be 
fairly gratifying. The bill to make three 
the minimum number of Comptroller’s 
calls to be issued annually was the only 
exclusively national bank matter ap 
proved. 

“The Division was interested in a 
number of other bills, some of which 
became laws, but they affected all 
classes of banks and, therefore, they 
came within the range of the activities 
of the parent body. This must not be 
taken to mean that the Division did not 
give attention to these matters. Some 
of them were followed as closely as 
though no other banks were interested 
therein. 

“The amendment to Section 5219 of 
the Revised Statutes is a case in point 
and deserves particular mention. It was 
primarily a national bank subject. How- 
ever, when a maximum for taxation of 
national banks is fixed it is self-evident 
that no state will discriminate against 
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its own banks by taxing them at a higher 
rate and hence that section of the Fed- 
eral law marks also the maximum of 
state bank taxation, and a special com- 
mittee of the American Bankers Asso- 
ciation was selected to see that fair treat- 
ment to which all banks are entitled, and 
which they must have if they are to per- 
form their true functions, was accorded. 
This committee, which should be con- 
gratulated upon the excellent results ob- 
tained, was given not only the moral 
support, but also the active and con- 
stant co-operation of the National Bank 
Division. Co-operation with other divi- 
sions and sections of the Association, 
and with the parent body itself, is one 
of the guiding tenets steadfastly ad- 
hered to. 

“Contact with the legislative body 
made it possible to keep member banks 
informed of amendments proposed and 
also of those acted upon and the judg- 
ment of officers and members was thus 
ascertainable for such use as was .desir- 
able. The advantage of this is obvious. 
Representations were made voluntarily 
upon some proposals and in other in- 
stances information concerning certain 
banking practices was requested. Need- 
less to say the Division invariably went 
to the greatest lengths possible through 
its officers, committeemen and members, 
to furnish the facts and opinions de- 
sired, realizing that much of its useful- 
ness to members lay in the maintenance 
of the proper relation) with the law 
making body. 

“One aim of the Division has been to 
carry to its members a knowledge of the 
instrumentalities designed for their use. 
That this has succeeded in a note- 
worthy degree is evidenced by the 
variety and volume of work performed. 
The Division has builded up a service 
for member banks through which it 
represents them in their dealings with 
the various Government agencies. This 
embraces the presentation of requests 
and appeals and the prosecution of 
claims. Appearances are made before 
all departments. One important and 
growing feature is the adjustment of 
income tax assessments. 

“Numerous questions concerning na- 
tional bank operation have been raised 
by individual members and adjusted to 
the advantage of all banks through con- 
ferences with the proper officials. The 
permissibility of certain classes of 
loans, ownership of stock in safe de- 
posit companies, the compilation of cer- 
tain national bank figures usually with- 
held, rates of interest paid upon 
Government savings certificates, a clari- 
fication of the Department’s position in 
the matter of assessments to restore 


impaired capital, distribution of semi- _ 


confidential figures on Treasury Depart- 
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ment fiscal operations, and information 
as to Government aid in the collection of 
items due banks from abroad, are a 
few random examples of the Division’s 
work. Excellent co-operation was given 
by the Reserve Board and the Comp- 
troller of. the Currency. 

“Various practices engaged in by 
some of the Federal Reserve Banks 
caused complaints to be lodged against 
them. Some of, them were presented 
through the Association proper, and a 
special report thereupon has been pre- 
sented to the Administrative Committee, 
while others came from members of 
the Division and were handled through 
its committee members in the various 
reserve districts and before the Reserve 
Board. 

“An interesting and promising inquiry 
has just been inaugurated to ascertain 
the nature of the working relations ex- 
isting among the several departments of 
National banks. These are more or less 
matters of judgment of the officers, and 
have been developed with a view to 
certain ends. However, the experiences of 
some members are always helpful guides 
to others and the Division expects to be 
able to suggest practices which will pro- 
mote harmony and also make for better 
service to clients. To this end the 
several subcommittees are working. 


Trust Department 


“Tt is with satisfaction that the growth 
of trust departments of national banks 
is noted. The Division’s special com- 
mittee has given assistance and encour- 
agement to members inaugurating such 
departments and this has been an im- 
petus to the movement generally. It 
transmitted to all of them the construc- 
tion given to the statute directing that 
incomes of decedents for less than a 
year shall be placed on an annual basis. 
In several instances member banks 
have been put to litigation recently to 
maintain their right to operate such de- 
partments. Fortunately, this right has 
been upheld in the higher courts where 
such have been reached. ‘The latest de- 
cision, from the Supreme Court of 
Pennsylvania, is that insofar as the 
state law is inconsistent with the Fed- 
eral Act the former must yield to the 
latter. This holding means that just 
that many more institutions will be at 
work spreading the doctrine of the cor- 
porate fidicuary, that the public will just 
that much earlier come to a realization 
of the value of such services, and that 
there willl be established in each com- 
munity, many of which are not now 
served, an agency equipped to perform 
the trust work arising therein. 
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Supervision of State Banks 


HE meeting of the Executive 
Committee of the State Bank Divi- 
sion in connection with the Spring 
Meeting of the Council was devoted 
largely to the subjects of co-operative 
marketing of farm products, farm 
finance, the par collection of checks, 
the guarantee of bank deposits, and the 
standardization of state banking laws 
-so as to make the banking departments 
in all states distinct from other de- 
partments and placed in charge of an 
official with some such title as “Bank 
Commissioner” or “Superintendent of 
Banks,” empowered not only to super- 
vise existing institutions but also to pro- 
hibit the issuance of charters in cities 
and towns where additional banking 
facilities are not needed or where the 
promoters are not of satisfactory char- 
acter. 


President’s Report 


The most important work of the 
State Bank Division is described in the 
report of President H. A. McCauley to 
the Executive Council of the American 
Bankers Association :— 

The State Bank Division thus far this 
year has centered its activities largely 
upon the subject of co-operative market- 
ing of farm products. Such work has 
been done in conjunction with the Agri- 
cultural Commission of the American 
Bankers Association. For the purpose 
of obtaining information upon which to 
base logical deductions, a Questionnaire 
was sent to members of the State Bank 


Division including a majority of 
bank in rural communities, and 
also to secretaries of state bankers 


associations, supervisors of state bank- 
ing departments, members of the Ameri- 
can Farm Bureau Federation and a 
number of public officials. The concen- 
sus of replies to the Questionnaire 
seems to warrant the following funda- 
mental conclusions: 

(1) Co-operative marketing associa- 
tions should be organized and conducted 
on the commodity basis and not on the 
regional basis. The regional basis tends 
to create competition among products 
and charges of discrimination on the 
part of the management, whether well 
founded or not, are apt to be made by 
producers of different commodities, thus 
creating discord detrimental to the 
spirit of co-operation. 

(2) Co-operative marketing associa- 
tions should have some system of grad- 
ing products in order that any state- 
ment made by the association regard- 
ing quality and quantity may be ac- 
cepted without question. 

(3) Co-operative marketing associa- 
tions should confine their activities to 


orderly marketing as distinguished from 
dumping. There is some danger, how- 
ever, in temptation to hold commodities 
for speculative purposes. Speculation in 
farm products is no more justified than 
speculation in anything else. 

(4) Co-operative marketing associa- 
tions should be organized and conducted 
as business concerns, and political and 
social entanglements should be avoided. 
Farming is the biggest business in the 
world and the production and distribu- 
tion of farm commodities require the 
same efficient management as any other 
big business. 

To sum up, the State Bank Division 
of the American Bankers Association is 
convinced that co-operative marketing, 
properly conducted, lessens the cost and 
confusion of transportation and dis- 
tribution, and simplifies the problems 
involved in making loans on farm prod- 
ucts. We desire to commend and en- 
courage the work of the American 
Farm Bureau Federation and to offer 
our assistance in its program of de- 
veloping home and community. Surely 
no work is more timely now than the 
education and encouragement of young 
people on farms and the effort to make 
farm life attractive as well as profitable. 

The legislative program of the Amer- 
ican Bankers Association has been so 
comprehensive and equitable for sev- 
eral years that the State Bank Division 
has had no occasion to exercise its con- 
stitutional right of independent action. 
Further legislation seems desirable, 
however, to secure the standardization 
of state banking departments. In gen- 
eral the supervision of state banks is 
as efficient as the supervision of na- 
tional banks, but in a few states bank- 
ing departments are adjuncts of 
other departments, in charge of some 
subordinate official. In the judgment of 
the State Bank Division the supervision 
of state banks should be made a dis- 
tinct department of State government 
under an official with a proper title, 
such as “Bank Commissioner” or “Super- 
intendent of Banks,” who should be 
given sufficient authority not only to re- 
quire proper conduct on the part of 
existing institutions, but likewise to pro- 
hibit the issuance of charters where 
additional banking facilities are not 
needed or where the promoters are not 
of satisfactory character. 

The State Bank Division was among 
the first to suggest that the maturity of 
farm paper eligible to rediscount by 
Federal Reserve banks should be ex- 
tended from six months to nine months 
and the Federal Reserve Act has been 
amended accordingly. The State Bank 
Division also recommended the contin- 
uance of the War Finance Corporation 
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until experience should show either that 
it was no longer necessary or that it 
should be converted into a permanent 
organization confined to agricultural 
credits. The new Rural Credits Act 
adopted by Congress limits the exten- 
sion of the War Finance Corporation 
to April 1, 1924, and, instead of pro 
viding for the possible conversion of 
the War Finance Corporation into a 
permanent organization, provides for 
the establishment of Federal Inter- 
mediate Credit Banks in connection with 
the Federal Farm Loan System and Na- 
tional Agricultural Credit Corporations 
depending upon private enterprise. 
There is difference of opinion as to the 
necessity for such additional machinery, 
which only time and experience can de- 
termine.’ (Applause) 


Farm Finance 


Chairman W. C. Gordon of the Divi- 
sion Committee on Farm Finance sub- 


mitted a report covering the committee’s: 


meeting in Chicago in January, which 
report concluded with the following :— 
After serious consideration of the 
bills mentioned and the situation exist- 
ing in Congress relative to them, it 
was decided that the opinions of mem- 
bers of that body had already crystal- 
lized around the two proposals and that 
there was little likelihood of a chance 
to change them by suggestions from our 
Committee. It was therefore decided 
that the expensive trip of members of 
the Committee to Washington for a 
hearing before the Senate and House 
Committees was inadvisable, inasmuch 
as the favorable results to be obtained 
were exceedingly problematical and mo- 
tives of the Committee might be mis- 
interpreted. The Committee felt that, 
on the whole, the provisions of the 
Lenroot and Capper bills would afford 
considerable relief in the matter of rural 
credits and farm finance, though some 
features were deemed inadvisable and 
unworkable. It was the consensus of 
opinion that the War Finance Corpora- 
tion should be continued for a longer 
time, because of the splendid assistance 
it had been to the farming interests. It 
is gratifying to note that in the legis 
lation finally passed provision was 
made for a continuation of the Corpora- 
tion for approximately another year. 
Whether the legislation passed will 
prove effective in affording a proper 
basis for rural credits and farm financ- 
ing, such as many think the industry of 
agriculture needs, is a question which 
only time and experience will solve. 
Steps have already been taken to make 
available the relief provided by the bills. 


May, 1923 


Since the meeting in Chicago, and in 
‘view of the passage of legislation by 
Congress which has made further dis- 
cussion of rural credits and farm 
finance unnecessary, at least until the 
effects of the operation of the laws have 
been analyzed and determined, the com- 
mittee has not functioned actively. 


Co-operative Farm Marketing 


The Public Service Committee of the 
State Bank Division, of which Rudolf 
S. Hecht of New Orleans is Chairman, 
reported that its chief activity thus far 
had been the investigation of co-operat- 
ive marketing of farm products. In 
order to obtain first-hand information 
regarding such enterprises, a Question- 
naire was sent to all members of the 
State Bank Division, various organi- 
zations of farmers, secretaries of 
State bankers associations, and a num- 
ber of public officials. The Question- 
naire was so designed as to impart in- 
formation as well as to obtain it, and 
the pamphlet containing questions to 
be answered also contained several im- 
portant articles. 


The first edition of the Question- 
naire was 15,000 copies, but sub- 
sequent requests for the publication 


necessitated 10,000 more. The responses 
to the Questionnaire have not by any 
means been unanimous, but among those 
received are a large number that give 
specific information regarding co-operat- 
ive associations in various parts of the 
country. 

The Committee intends to continue its 
investigation of the subject of co-oper- 
ative marketing and expects to be 
able to make a more comprehensive re- 
port at the Annual Meeting at Atlantic 
City in September. 


Federal Legislation 


Chairman C. S. McCain of the Divi 
sion Federal Legislative Committee sub- 
mitted the following report, which was 
adopted : 

The Federal Legislative Committee 
of the State Bank Division has done no- 
thing more than co-operate with the 
Federal Legislative Committee of the 
American Bankers Association, since 
there has been no special legislation re- 
specting state banks as opposed to na- 
tional banks or trust companies. For 
this reason, there has been no occasion 
for legislative work on the part of this 
Division as opposed to the other Divi 
sions of the Association; so that the 
best results have been obtained through 
joint effort on our part. 


State Legislation 


C. B. Hazlewood, Chairman of the 
State Legislative Committee of the 
State Bank Division, who is likewise 
chairman of the State Legislative Com- 
mittee of the American Bankers Asso- 
ciation, reported that By-law VII of the 
Association had been amended so as to 
read as follows: “The Committee on State 
Legislation shall consist of twelve mem- 
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Dr. Glenn Levin Swiggett 


Chairman of the Advisory Council and Committee of Fifteen on Educational 
Preparation for Foreign Service of the Bureau. of Education, who states that 
the progress in the’ movement in the past nine years 1S important to the 


business world. 
eign training, 
career. 


bers of the Executive Council, only one 
from the same state, also the Chairmen 
of the Committees on State Legislation 
of the four Divisions of the Association 
as ex-officio members, and shall have in 
charge the consideration of state stat- 
utes affecting the powers, privileges and 
duties of the members of the Associa- 
tion.” 

Mr. Hazlewood further reported that 
the American Bankers Association had 
adopted the recommendation of the 
State Bank Division in regard to the 
promotion of leeislation for the stand- 
ardization of state banking departments 
to the end that such departments shall 
be distinct and independent departments 
of state government and not adjuncts 
of nor their chief officers subordinate 
to the heads of, other departments, and 


More than 10,000 students last year carried subjects on for- 
more than a third of whom 


are planning a foreign service 


shall have sufficient inherent authority 
to enforce observance of the laws by 
existing institutions as well as to pro- 
hibit the issuance of charters where not 
needed. 


Par Collection of Checks 


Chairman Charles de B. Claiborne of 
the State Bank Division Committee on 
Exchange reported that cases covering 
legal questions in controversy had been 
referred to the Supreme Court and their 
final decision was expected in the near 
future. Mr. Claiborne’s report to the 
State Bank Division was substantially 
the same as his report to the Executive 
Council of the American Bankers Asso- 
ciation and may be found in the pro- 
ceedings of the Executive Council. 
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PEOPLE’S STATE BANK 
GUTHRIE CENTER, IOWA 
Cream glazed Terra Cotta 
trim and ornament 
Speckled gray Terra Cotta 
base course ° 


THE LYTLE Co., Architects 


“FAVORABLE COMMENT from 


HAT is your opinion of Terra Cotta 
as a building material for banks?” 
That’s the question we put to the Cashier of 
the People’s State Bank of Guthrie Center, 
Iowa. His answer was, “We think it first 
class. It has had favorable comment from 
everybody.” 


A glance at the picture above will show 
what Terra Cotta has done to give this bank- 
building dignity and attractiveness combined 
with a sense of size far beyond its actual 
measurements. 


Terra Cotta is so versatile a building ma- 
terial that it may be given any desired shape 
or color. It may be used either for entire 
facing or merely for trim and ornament. 
It fulfills the latter function in the case of 
the bank above, where it forms the fluted 


EVERYBODY” 


pilasters, the lunette above the door with 
its P.S. B. monogram, the mouldings, and 
other trim. 


For its economy and permanence Terra 
Cotta is as much to be commended as for 
its beauty. Its first cost is moderate, and 
its maintenance cost practically non-existent, 
because Terra Cotta never fades,never changes 
in color or texture. Any dust that gathers 
on it may be washed off easily with soap and 
water, and the original beauty of Terra 
Cotta immediately restored. 


Our attractive brochure, “Better Banks,” 
pictures some of the country’s finest bank 
buildings, large and small. We shall be 
glad to send it, free, to any one interested. 
Address National Terra Cotta Society, 
19 West 44th Street, New York, N. Y. 


‘Permanent 


Beautiful 


Profitable 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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Wenk’s Relations With the 
World 


Speakers Suggestions by the Com- 
' mittee on Public Education 
American Bankers 
Association 


al exchange of goods, in our case, 

the selling of American products 

to the people of other countries, 
and the buying by Americans of the 
products of other lands. In this coun- 
try we use a great many more things 
that come from other countries than 
“most of us realize. Their use has_be- 
come so common that we accept them 
without thinking of our part in foreign 
trade. The most familiar illustrations of 
this are tea and coffee and some of the 
sugar with which we sweeten them. 
Much of our tea comes from the Far 
East—from China and Japan. Santos, 
Brazil, ships more than ten million bags 
of coffee every year, eight millions of 
which come-to the United States. A full 
bag weighs 137 pounds. 


Pisce Trade is the internation- 


Shoes and Telephones 


Let us take two other simple and 
familiar illustrations, shoes and_tele- 
phones. Most shoes are made chiefly 
of leather, but there are other materials 
in them with which you are not so fa- 
miliar. You probably take it for granted 
that the shoes you wear are made 
wholly of American materials. Be- 
cause they are made in this country, you 
maturally believe them better than any 
other shoes in the world, which is quite 

right. You will be surprised to learn of 
the variety of materials that go into your 
shoes, and the number of countries that 
supply these materials. We know that a 
great many cattle and horses are raised 
in this country, the hides of which are 
finally tanned and made into leather, and 
that much of this leather is used in the 
manufacture of shoes. But not all the 

| leather for shoes manufactured in this 
country is made from the hides of cattle 

_ and horses raised here. Our shoemaking 
industry has grown so great that our 
tanners and leather makers are buying 
hides and skins in almost every country 
of the world. 


Less Than Half 


Every good shoe has a sole made of 
heavy leather, called sole leather. The 
best sole leather comes from the hides of 
steers raised in the southwestern part of 
the United States, particularly in Texas, 
and also in the Argentine Republic. Less 
than half of the sole leather used by our 
shoe manufacturers is made of American 
hides. The hides which are bought in 
Argentina form a part of our foreign 
trade. The soles of your shoes may have 
been made from foreign-raised hides. 
You will thus see that foreign trade 
touches every man, woman, and child in 
the United States. 
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ff CHEMICALNATIONALBANK: 
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CONDENSED STATEMENT 


At the close of business, April 3, 1923 
ASSETS 


Loans and Discounts ................ $ 93,851,810.54 
U. S. Bonds and Certificates 20,876, 106.25 
Other Bonds and Investments 7,491, 274.84 
Banking Hlouseere ae eee. se ee = 1,500, 000,00 
Customers’ Liability Account of Accep- 6,016, 204.63 
Cash, due from Banks and U.S.Treasurer. 32,553,314.94 
Interest earned 383,239.33 


162,671,950. 
LIABILITIES wea Ea 


Capital Stock $4,500, 000.00 
Surplus 13,500, 000.00 
Undivided Profits 2,938, 828.66 
Reserved; Taxes, etc 719,581.02 
— $21,658, 409. 68 
Unearned Interest 608, 950. 76 
Gircul ation ee ete ats tts. Soyer ae 350,016.50 
Acceptances and Travelers’ Checks...... 7, 701,314.23 
Due to Federal Reserve Bank.......... 4,000, 000.00 
Other Liabilities 1,780,000: 00 
Deposits, viz.:— 
Individuals $91, 253,878.36 
Banks 32,604, 531.00 
United States 2,714, 850.00 
ee eas 126,573, 259. 36 
$162,671,950.53 


Seeking New Business on Our Record 


CHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


Founded 1824 


BROADWAY AND CHAMBERS, FACING CITY HALL 
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A study of a high-grade patent leather 
shoe, such as girls wear to parties, de- 
veloped further interesting facts. The 
vamp of this shoe was made of horse- 
hide from Russia. Some of you may be 
wearing Cordovan shoes. The vamp of 
these shoes is also usually made of 


horsehide, which may come from almost 
any part of the world,—little coming 
from Russia now, because of the ruin of 
its foreign trade, and that is one of the 
big reasons for the terrible suffering of 
the Russian people. 

While the Russian horsehide that 
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“with an interest 
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Write today for the 
plan that will meet 


your needs. @m&»5 
[= 


PRUDENTIAL 


INSURANCE COMPANY OF AMERICA 


EDWARD D. DUFFIELD 
President 
HOME CFFICE: NEWARK 


New Jersey 


(Kip 


made the vamp of the patent leather shoe. 
was tanned in the United States, the | 
chemical substance called bichromate of 
potash, used in the tanning, was produced — 
chiefly in Germany. The soft top of the 
shoe was made of goatskin which was 
produced in India, in South America, or 
possibly in China, Since few goats are 
raised in the United States, we import 
many of the millions of goatskins used 
by our shoe makers. Then, we noticed 
that the shoe had an especially fine, soft | 
tongue. This was made from the skin of 
the kangaroo, raised in Australia. 


Five Continents 


Into that patent leather shoe have gone 
materials from Asia, Australia, South 
America, Europe, and the United States. 
Africa furnished the gums that went into 
the combination used in the brilliant 
black polish of the patent leather. That 
composition contained American lamp- 
black and turpentine, amber from the 
shores of the Baltic Sea, sandarac (resin) 
from Africa, divi-divi (a plant contain- 
ing tannic acid) from Borneo, and traga- 
canth (a mucilaginous substance) from 
Persia. 

A man’s shoe has a broad, solid heel, 
usually made of leather from the tough 
hides of water buffalo, which are the 
chief beasts of burden in India, the Phil- 
ippines, and other tropical countries of 
the Far East. The lifts, or layers, of 
such heels are fastened together with 
nails made from steel, in which manga- 
nese from Brazil or India i is an essential 
part. Another nail used in shoemaking 
is made out of the soft, tough iron pro- 
duced in Sweden, mi ined with machinery 
made in the United States. 

The vamp of the patent leather shoe 
that we have been examining was sewed 
to the welt with linen thread. Before the 
war, the linen was made from flax grown 
in Russia and spun in Scotland. The 
welt was cemented to the edge of the 
sole w:th a composition in which rubber 
from either Brazil or the Malay Penin- 
sula formed a part. 

Most shoes have an_ inside lining. 
American cotton furnished the twill for 
the lining of the patent leather shoe. 
The products of half a dozen of our 
states were used in preparing it. One 
does not think of wheat as supplying an 
essential part of shoes, but the paste 
used by the shoemaker is made partly 
from wheat flour. The stitching silk 
came from China, and Chinese silk was 
used in weaving the label that carried 
the maker’s name. 

There was noth’ng unusual in the 
make-up of that shoe. Yet, it had in it 
materials from every continent on the 
globe, and from several of the countries 
of some of the continents, as well as 
something from many of our states. 

The telephone also contains materials 
from every continent on the globe. 

How many of you know what connec- 
tion there is between an Eskimo Pie, and 
the export trade in player-pianos? There 
is a clear and close connection. It is 
this. Esk’mo Pie, as you know, is a slab 
of ice cream covered with chocolate. 
Chocolate is made from cocoa. Ecua- 
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dor, in South America, is the chief pro- 
ducer of cocoa in the world. Just be- 
fore Eskimo Pie appeared in the United 
States, Ecuador was having a great deal 
of trouble, because the market for cocoa 
was over-supplied. The price of cocoa 
was so low that the cocoa-raisers in 
Ecuador could not get enough money for 
their product to enable them to buy what 
they wanted. The Eskimo Pie supplied 
a new use for cocoa, and as it immedi- 
ately became very popular, millions of 
Eskimo Pies were eaten in this country. 
As this increased the demand for cocoa, 
Ecuador was able to increase the sale of 
her chief product, and to get a better 
price for it. Consequently, her produc- 
ers were able to resume buying the things 
they needed, or wanted, one of which was 
player-pianos. The invention of Eskimo 
Pie in the United States actually im- 
proved the export of American-made 
player-pianos to Ecuador. It improved 
other lines of export trade at the same 
time. 

But there is another side to foreign 
trade. Since we need and want certain 
things that come from other countries, 
there are traders among us who give 
their time and attention to getting these 
things for us. ‘They buy and import 
goods, so that every year they have a 
large bill to pay for thousands of 
articles that come from all corners of 
the globe, from the wilderness, from the 
desert, from icy barren wastes, from the 
depths of the sea, and from centers of 
population and civilization. 


Foreign Exchange 


How do they pay these bills? Ina 
very simple and easy way. They really 
settle their obligations by paying with 
the things produced in this country, 
which the people of other lands need and 
want. Just as we buy and use the things 
they produce, and which we do not pro- 
duce, they buy and use things that we 
produce. Each country produces those 
things for which it has natural products, 
called raw materials, such as the tea and 
coffee; such as the cotton that forms so 
large a part of the production of our 
southern states; such as the rubber of 
Brazil and the Far East, and a long list 
of other things. Our imports are paid 
for, in part, by our exports. 

When we say that people in distant 
lands pay with things produced in their 
country, we do not mean, of course, that 
the man in Alabama who produces the 
cotton which is sold in Spain, or in Eng- 
land, or in Japan, or in some other for- 
eign country, actually gets his pay in the 
product of one of these countries. He 
does not have to take Japanese silk, or 
Spanish olive oil, or English cutlery, for 
his cotton. He is paid in money, Ameri- 
can money, and is able to buy with 
American money, many things produced 
in other countries. Just so, the man, let 
us say, in England, who buys Alabama 
cotton pays for it in English money, and 
also sells his cutlery, which is exported 
to the United States, for English money, 
that is, pounds sterling, shillings, and 
pence. 

Here is where the bank dealing in for- 
eign exchange serves us. All these finan- 


First National 
Bank Architect 


Frost National Bank 


San Antonio, Texas 


equipped with 


Frink Reflectors 


including 


Continuous Screen Reflectors 
Polaralite Signs 


Our Engineering Department is co- 
operating with the leading architects 
in laying out and designing the light- 
ing of prominent buildings through- 
out the country. We hope we can 
be of service to you. 


“Specify Frink Reflectors’”’ 


LP? FRENK, Inc. 


24th Street and 10th Ave., New York 


CHICAGO, ILL. SAN FRANCISCO, CAL. PHILADELPHIA, PA. 
Monadnock Bldg. 77 O'Farrell St. Franklin Trust Bldg. 


BOSTON, MASS, CLEVELAND, O. ST. LOUIS, MO. 
161 Summer St. 992 The Arcade 1415 Pine St. 
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325 State St. 669 Seaboard Bldg. 415 West Main St. 


CINCINNATI, O. BUFFALO, N. Y. BIRMINGHAM, ALA. 
601 2nd Nat’'IBk. ‘Bldg. 10 Mutual Life Bldg. 426 Jefferson Co. Bk. Bld. 


CANAD 
Associated with Robert Mitchell., La. 64 Belair Ave., Montreal 
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cial transactions are conducted with the 
help of the foreign departments of 
banks, by bills of exchange or commercial 
letters of credit. Each producer, or 
trader, receives payment for his goods 
in the coin of his country, francs and 
centimes in France, marks and pfennigs 
in Germany, lira and centissimi, in Italy, 
and so forth. Even our smaller banks 
which have no foreign departments can 
help make all necessary arrangements 
for foreign payments of money, through 
their relations with the large city banks. 
These large banks, some of which have 
branches and agencies in all parts of the 
civilized world, receive advice every day 
as to the market value of our money 
in terms of the money of any other coun- 
try. We call this valuation the rate of 
exchange. For example, your bank can 
know any day the exact number of 
French francs, or Italian lira, or any 
other currency which you can get for a 
dollar. If you wish to send $5, let us 
say, to some one in Paris, all you have 
to do is go to the bank, and buy a draft. 
A foreign draft is a bank’s order on its 
foreign correspondent “to pay.” The 
banker will draw the draft upon a cor- 
respondent bank in Paris, perhaps the 
Credit Lyonnaise. He will look up the 
number of francs and centimes you can 
receive for $5 that day, and fill out the 
draft which asks the Credit Lyonnaise 
to pay that number of francs and cen- 
times to the person or company to whom 
you wish the money sent. Many people, 
who have relatives in foreign countries, 
send them money in this way. This is the 
way practically all money is sent abroad 
or is received from abroad. Imports to 
this country are paid for by foreign 
drafts drawn on banks in the countries 
from which we buy goods, just as ex- 
ports are paid for by drafts drawn on 
banks in this country. 

The late war brought home to us the 
lesson that no country in these modern 
times “liveth unto itself.” In view of 
the billions of dollars of American 
wealth now invested in the bonds of 
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European, Asiatic, and South American 
countries, and the large amount of trade 
it is necessary for us to conduct with 


these countries, you will see that we 
must have an intimate concern in all that 
enters into commerce between nations. 


FIXTURES FOR SALE 


E are erecting a new 

Banking Office and 
offer for sale these White 
Italian Marble and Ma- 
hogany Fixtures, which will 
be ready for delivery about 
August 1, 1923. 


Address_— 


PONTIAC COMMERCIAL 
& SAVINGS BANK 


PONTIAC, MICHIGAN 
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' reau of Credits idea. 


HE following report covering 

the activities of the Clearing 

House Section since the last con- 
vention, was made by President Ringold 
before the Spring Meeting of the Exe- 
cutive Council, Wednesday morning, 
April 26. Following the annual meeting 
of the Clearing House Section held in 
New York City, last fall, a meeting of 
the Executive Committee was held, at 
which time C. W. Allendoerfer, Mem- 
ber of the Executive Committee of the 
Section, Vice-president of the First Na- 
tional Bank, Kansas City, was elected 
Chairman. At this meeting it was sug- 
gested that every effort be put forth to 
interest as many cities as possible in the 
Clearing House idea, the Clearing 
House Examiner System and the Bu- 
Thus far thirteen 


new clearing house associations have 


been organized, increasing the total of 
309 on October 1, 1922, to 322. At 
present a large number of our smaller 
cities and towns are contemplating the 
organization of local associations and 
we hope to be able to report by October 
1, double the number organized so far 
this year. 

During the past six months, two 
cities have organized credit bureaus in 
connection with their local clearing 
house association, namely, Newark, 
N. J., and Richmond, Va. The Clearing 
House Committee of Fort Worth, 
Texas, now has this matter under con- 
sideration and in all probability will 
have such a bureau of credits in opera- 


tion very shortly. At present a num- 
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ber of county bankers associations are 
considering a bureau of credits for 
their county association, and plans are 
being worked out whereby we hope to 
be able to report a number of such 
credit bureaus operating in conjunction 
with these county bankers associations. 

We believe such a bureau of credits 
is but the forerunner for the examiner 
system not only in the cities mentioned 
but in these counties as well. 

The clearing house committees in 
several cities have voted to install an 
examination department in connection 
with their clearing house, and are just 
waiting to secure the right man before 
such a department becomes operative. 
It is hoped that before the end of our 
fiscal year, the cities of Denver, Akron, 
Toledo, Youngstown, Buffalo, Norfolk, 
Harrisburg, Baltimore, Washington, 
D. C., and several others will inaugurate 
this system of examination. 

Wide publicity has been given to the 
merits of the system and we feel that 
many bankers throughout the country 
are only beginning to realize the many 
advantages accruing from such a de- 
partment operating in connection with 
their clearing house association. 

During the past three months a com- 
prehensive survey has been conducted 


through the clearing houses of the ~ es in all sections of the country, and 


country, also. among several hundred 
banks in our larger cities, in an effort 
to find out the minimum  no-protest 
amount used by them. At the present 
time the majority of banks are about 
equally divided in their use of the $10 
and $20 amounts. We believe that 
through our members (the clearing 
houses) and in cooperation with the 
Federal reserve banks, we will be able 
to bring about a uniform amount, 
which will be acceptable to all banks in 
the country. 

Our Section through its members is 
cooperating with the Committee on 
Public Education by enlisting the ser- 
vices of the clearing house banks in dis- 
tributing to their patrons through their 
monthly statements and pass _ books, 
small printed slips or folders giving a 
list of the best books on business law, 
money and banking, corporation and 
finance and general economics. 

The Clearing House Section Bulletin, 
which is issued monthly and sent to 
the manager and secretary of every 
clearing house association, has proved 
to be of the greatest value to our mem- 
bers in giving to them helpful sugges- 
tions relating to clearing house activi- 
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through which we have been able to 
get the heartiest cooperation at times of 
every clearing house association per- 
taining to the welfare of our Associa- 
tion. : 
The Acceptance Committee of the 
American Bankers Association, which 
has been functioning through the Clear- 
ing House Section for several years, 
has co-operated most heartily with the 
American Acceptance Council in _ its 
campaign for a better understanding of 
acceptance practice by the bankers. 
The Clearing House and Bureau of 
Credits idea as well as the Examiner 
System has attracted the attention of 
the Japanese Industrial Commission, 
which has just completed a full report 
of the advantages accruing to the banks 
through a bureau of credits and a clear- 
ing house examination department in 
connection with their local association. 
This Commission has made an exhaus- 
tive study and has recommended to the 
Minister of Finance of Japan that the 
Clearing House idea be adopted in their 
country, together with the Bureau of 
Credits and the Examiner System. 
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Our Money in the Making 


By LINGARD LOUD 


The Products of American Mints from Colonial Times to the 


Present. 


History of the Various’ Coins in !Use. 
Quantity of Pennies the Nation Can iConsume. 


Three and One Half Billions Have Been Put 


N February 1 of this year we in 
() America possessed eight and one 

half billions of dollars of dollars 
in gold coin, bullion, subsidiary silver, 
and bank notes. 

With our pockets thus full of money 
we can look back very cheerfully on 
America’s pinched and starveling mone- 
tary beginnings three hundred years ago. 
and trace the growth of our currency 
system from Colonial days down to the 
present. 

Coins were so scarce in the American 
colonies—the pounds, shillings and pence 
brought from England by the settlers 
having quickly gone back to pay for im- 
plements and supplies—that the colonists 
were very early reduced to swapping 
things instead of buying them. 

The swapping system (or “barter” as 
economists learnedly denominate it) was 
not calculated to encourage a multifari- 
ous commerce. Each transaction was 
painfully slow and difficult of adjust- 
ment and decision. The man with the 
beaver pelts, the corn, rye, peas, dried 
fish, or barrel of potatoes, had to hunt 
high and low to find and convince the 
man with the keg of nails that now was 
the time to swap, and this the thing to 
swap for. 


Tobacco Money 


The barter system satisfied the simple 


needs of naked, savage red men, but was 
wholly inadequate for whites. They 
needed money—something universally 
useful, desirable, and unfluctuating in 
value. 

South Carolina used rice for money. 
Virginia used tobacco and tobacco ware- 
house receipts. Massachusetts used 
“muskett bullets of a full boare”’ and 
enacted that these should “passe cur- 
rantly for a farthing apeece, provided 
that noe man be compelled to take above 
XII d. att a tyme in them.” New York 
and all the New England states used 
“wampum” shells, pierced, polished, and 
strung together in the form of necklaces, 
belts, pouches, and other articles of use 
and adornment, universally acceptable to 
the Indians with whom most of the 
white man’s fur-trading and land-grab- 
bing business was carried on. 

In 1628 Massachusetts declared six 
wampum shells equivalent to one penny. 
In 1693 you could still cross. from 
Brooklyn to New York on the ferry for 
“eight stivers of wampum” or tuppence 
in silver. 


However, wampum was “counter- 
feited.” That is to say, imitations of 
the genuine Indian article were manu- 
factured in great quantities by white 
people. So far did the supply of wam- 
pum presently exceed the demand that 
the market was broken. By the middle 
of the 18th century nobody would ac- 
cept the gay bags and belts as money. 

Virginia tobacco was no more stable 
in value than Carolina rice or New Eng- 
land wampum. One year a light crop 
would send its price soaring. The next 
a bumper crop would make it so plenti- 
ful that it became comparatively worth- 
less. Vainly did the tobacco planters at- 
tempt to restrict the quantity grown, and 
threaten with death anyone who should 
plant more than his allotted acreage. 

By 1645 the Grand Assembly of Vir- 
ginia, Governor, Council, and Burgesses, 
“having maturely weighed and _ con- 
sidered how advantageous a quoine cur- 
rent would be to this colony, and the 
great wants and miseries which do daily 
happen unto it by the sole dependency 
upon tobacco, have at length resolved” to 
establish a mint. But nothing came of 
their resolve for years. 

It remained for Massachusetts to defy 
the direct royal prohibition, and estab- 
lish the first mint on these shores. The 
law was passed by the General Court on 
October 19, 1652, and set forth that the 
coins should be “flatt and square” in de- 
nominations of twelve pence, six pence, 
and three pence. 

Depositors of bullion were privileged 
“to see the same melted, refined and as- 
sayed.” John Hull, first mint-master, 
went to work with one assistant in a 
building sixteen feet square and ten high, 
rolling silver, hammering it to approxi- 
mately the right size, clipping it to 
correct weight, and stamping it with his 
famous pine-tree design and its proper 
value. For his work he was allowed a 
mint-service charge of a shilling and six- 
pence in every twenty shillings, and ap- 
parently that was more than enough to 
keep him happy, for though the Gen- 
eral Court later reduced his emolument 
somewhat, he continued until his death 
in 1683 to turn out these coins. 

The greater part of the bullion which 


came to him, however, came from buc- - 


caneers, who were preying on the Span- 
ish trade with the West Indies, Peru, 
and Mexico. These coins did not re- 
main in the colony for general use, but 
were carried away as they came, in the 
holds of the buccaneers’ ships. 
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No Limit to the 
A Total of 
into Circulation 


The object here was of course the 
same as that of the Bolsheviki, who con- 
trived in our day to transfer Russia’s 
gold to Sweden, and employed the 
Swedish mint-mark to conceal the source 
of their ill-gotten gains. 

Maryland, in 1660, was introduced to 
the coinage of shillings, pence, and 
groats, by Lord Baltimore, her propri- 
etor, and they proved so serviceable that 
Carolina, Virginia and New Hampshire 
followed in issuing similar coins. Many 
individuals made their own token money, — 
and private mints put out gold coins in 
great variety. In 1787 New York 
coined gold “doubloons” worth $16. As 
late as 1851 the United States Mint re- 
ported 27 different types of gold coins, 
issued by fifteen private mints, that had 
been received and assayed at Philadel- 
phia. 


Our Currency Is Established, 1792 


By the combined efforts of Alexander 
Hamilton, Thomas’ Jefferson, and 
William Morris, Congress was prevailed 
upon in 1792 to pass the Act establishing 
our present currency system, and provid- 
ing for the free coinage of gold, silver, 
and copper coins. 

Cents and half-cents in copper; half- 
dimes, dimes, quarters, half-dollars, and 
dollars in silver; and half-eagles and 
eagles in gold,—were authorized. From 
time to time since then a variety of 
other coins have been authorized, mainly 
for passing purposes. For example, oc- 
tagonal $50 gold pieces were struck off 
for use in connection with the Panama- 
Pacific Exposition. The main lines of 
our currency system, however, were all 
laid down by Hamilton in 1792. ‘ 

The basic unit was the dollar of one 
hundred cents. 

The word and the idea of the “dollar” 
has been traced back to a certain great 
landed proprietor of what is now 
Czecho-Slovakia, who lived in the St. 
Joachim Valley or “Jachim Thal.” His 
name was Graf (or Count) von Schlick- 
en. In 1486 he began the minting of 
silver coins, about the size of the modern 
dollar, which were so pure and unvary- 
ing in content, that they were at onct 
preferred by the mercantile world to the 
debased and irregular currency. which 
then disgraced Europe. ¢ 

Naturally these coins were called 
“Schlickenthalers” or “Jachimthalers.” 
By Shakespeare’s day they had become 
well-known in England, where they were 
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Making Gold Into Ingots 


called “dalders,” “dolors,” “dollors,” and 
later, ‘“dollars.” 

The name spread itself over all coins 
comparable in size and purity. Thus 
the eight real pieces of the Spainards, 
which circulated throughout the New 
World, and were called “pieces of eight,” 
by our forefathers, came to be thought 
of as “dollars.” Those Spanish pieces 
of eight became the direct ancestors of 
our American monetary unit. 

A more honest parentage could scarce- 
ly have been desired. 

While the “dollar” can thus defini- 
tively be traced to its origin the dollar 
mark’s beginning and cause is lost 
in the mists of obscurity. Many theories 
are supported with plausibility, as that 
the “S” was so drawn as to indicate 
“Spanish” and “eight” both at the same 
time, and to make sure that no one 
would take it for a mere initial, or digit, 
the two vertical lines, or the single ver- 
tical, were drawn through it from top 
to bottom. 


Massachusetts “Bills of Credit” 


“Bills of credit,” the first paper money 
on this continent, issued by Massachu- 
setts in 1690, originated a practice which 
spread rapidly to other colonies. Scandals 
attended the reckless issue of such 
money, scandals not confined to private 
issues and state issues, but extending 
also to the Federal currency which was 
put out following the Declaration of In- 
dependence. With nothing back of it 
but the future possibilities in the way of 
taxes and excises, “Continental” cur- 
rency soon became ‘not worth a Cont’n- 
ental.” 

In 1779 the Congressional issues 
amounted to $241,000,000, and the state 
issues to more than $200,000,000. One 
hundred and fifty paper dollars were 
needed to buy a bushel of corn, and tea 
was ninety paper dollars a pound. 
Samuel Adams is said to have spent 
2000 paper dollars for a new “beaver” 
hat and a suit of clothes. 


| Rollers Turn the Ingots into Fiat Strips 
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Despite the efforts of Alexander Ham- 
ilton, the temporary amelioration effected 
by the first and second Banks of the 
United States, the promulgation of one 
reform Act after another, and the ever 
increasing prosperity of our growing na- 
ion, the paper money period of our 
history never quite ended until 1879, 
when specie payment was resumed once 
and for all. 


Bimetallism Discarded 


Our original system of coinage in- 
volved bimetallism, and in common with 
all the other nations which tried it, we 
gave it up in favor of the single, gold 
standard. This was accomplished by a 
sort of tacit understanding. 

Silver we found much too variable in 
value to be retained as a money metal on 
a fixed equality with gold, and for many 
years we have kept it at a fixed (and 
hopeless) inequality. 

In 1919 bar silver went as high as 
$1.34 an ounce, five cents above the gold 
parity, which is $1.2929. Officials of the 
mint are said to have held their breath. 
If the price had gone to $1.38, it would 
have become profitable to melt down not 
only silver dollars, but smaller coins as 
well, and sell them to the Mint as bul- 
hon. 

But the price quickly receded from 
that high mark, and the Mint was able 
to secure $250,000,000 worth of silver at 
a dollar an ounce for shipment to British 
India to uphold the monetary system of 
that country during the disturbances to 
credit caused by the war. The preven- 
tion of a panic in India was a not in- 
considerable element in our contribution 
to the victory of the Allied and Associ- 
ated nations. 

For decades our silver coinage has been 
a subs‘diary coinage, a “token” money, 
whose content varies in value with the 
price of silver, but never approaches the 
value stamped on the faces of the coins. 


How the Various Coins Came 


Moses Brown, a Boston merchant, is 
said to have scld the first gold bullion 
to the United States Mint, a collection 
of ingots valued at $2,276.72, on Febru- 
ary 12, 1795. He took silver coins in 
payment. Of our silver coins by the 
way, the first to appear were dimes and 
half-dimes, in 1792. 

The first metal ever purchased by the 
mint was six pounds of old copper 
which was secured in 1793 at one shil- 
ling and sixpence the pound. ‘The first 
copper coins, “hig” cents and half cents, 
appeared in 1793, and continued to be 
issued in various designs until a year 
or two before the Civil War—1857 to 
be exact. 

The year 1794 saw our first silver 
dollars and half-dollars. Quarters came 
along in 1796; gold eagles, half and 
quarter-eagles also in 1795-6. It was 
not until 1849 after the California Gold 
Rush, that gold dollars were coined, and 
the double eagle arrived a year later, in 
1850. ; 

The bronze cent, of the present size, 
came in 1864. Two years later came the 
“handiest American coin of the present 
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day,” the five-cent nickel. - We had 
three-cent nickels in 1865, and nickel 
one-cent pieces from 1857 to 1864, but no 
“regular nickel,” as we would say, until 
1866. This five-cent nickel is, by the 
way, only one-fourth nickel. Three- 
fourths of its content is pure copper. 
The closest rival in popularity to the 
five-cent nickel is the little bronze 
penny. More than three and a half bil- 
lion pennies have been put into circula- 
tion since the mints began coining them, 
and fewer than a hundred thousand have 
come back to be reminted. Nobody 
knows what becomes of them. There 
seems to be no limit to the quantity the 
nation can consume, use up, hoard, flat- 
ten out on car-tracks, or throw away. 


Modern Mint Procedure 


The office of the Director of the Mint 
is in Washington, D. C., but the mints 
and assay offices under his direction are 
all located elsewhere. The mints are in 
Denver, San Francisco, and Philadelphia, 
the last being the largest and most im- 
portant. The assay offices are scattered 
in a dozen cities all over the country. 

Coin-making procedure is as follows: 
First of all the metal is alloyed with 
copper, one part of copper to nine of 
silver or gold, to make it hard enough 
to withstand the wear and tear of being 
stacked, passed from hand to hand, and 
rubbed against other coins in the peo- 
ple’s pockets. The alloyed metals are 
cast into ingots, and rolled out in strips 
the thickness of the coins to be minted. 
Then the strips are passed through 
punching machines which cut out round 


disks or “planchets” which are sorted 
and studied for defects. Overweight 
planchets are filed down, underweight 


planchets are remelted. 

The planchets go next to the milling 
machine which raises the edges of the 
disks to protect the design against abra- 
sion. Then they are annealed, cleaned, 
dried, and passed along to the stamping 
machine, which imprints the design on 
both sides at once under a hundred tons 
pressure or more, (175 tons for a twenty 
dollar gold piece, and 150 tons for a 


silver dollar) ; and at the same time cor- 


rugates the edges by pressing against a 
fluted collar. 

In addition to silver and gold coins, 
our mints strike more than half a bil- 
lion nickels and pennies every year. Not 
satisfied with abundantly supplying our 
domestic needs, they prepare coins for 
the Philippine Islands, and for Latin 
American countries which have no mints 
of their own. Perhaps the latter ac- 
counts in some measure for the fact that 
the mint is a profitable government en- 
terprise, earning as much as $20,000,000 
a year for Uncle Sam. 


Paper Money and Bank Notes 


The Bureau of Engraving and Print- 
ing at Washington, D. C., attends to the 
printing of our paper money and bank 
notes. A private mill in Massachusetts 


Cleaning Mechanism for 


makes the paper by a secret process in 
the course of which little fibers of col- 
ored silk are woven in. The engraving 
of a plate from which paper money can 


be printed, is a job requiring six months ° 


or longer for its accomplishment, and is 
sufficiently costly greatly to discourage 
counterfeiting. When the plates are fin- 
ished about thirty days are required to 
prepare the pieces of paper money. 

The difficulty and cost of paper money 
make it worth while for the Government 
to launder dirty bills and return them to 
circulation. Bills too badly dirtied, de- 
faced, torn, or otherwise damaged, are 
counted, cancelled, and thrown into the 
macerator, a machine which tears them 
up and reduces them to pulp. 

In a recent article prepared for the 


New York Herald, D. R. Crissinger, 


Paper Money 


newly appointed head of the Federal Re-| 
serve system, sketched the history of the 
use of gold as a yardstick of values, 
from prehistoric days to the present. 


Whence Came Our Gold Hoard? 


Only in recent times, he pointed out, 
have there been large stocks of gold 
available as the basis for currencies. 
With the discovery of America, and the 
looting of Mexico and Peru there was. 
inaugurated a period of “moderate pro- 
duction,” —no more. But ‘the gold 
“strikes” in California, Alaska, Aus-| 
tralia, and South Africa, together with, 
the invention of new processes for re- 
fining and mining the ore, have immense-| 
ly accelerated the world’s accumulating: 
of stocks of the yellow metal. 


These Machines Cast Out Coins Whose Weight is not Exact | 
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' veloping 


months of exceptional business 
activity. Production records in 
‘several industries have been shattered; a 
growing volume of new orders has been 
' placed ; prices and wages have continued 
‘to rise; retail and wholesale trade are 
in heavy volume; building construction 
has increased in volume; employment 
has increased to the point where there is 
in certain directions a marked shortage of 
workers. 

' Among students of business and finance 
discussion has swung over from the sub- 
ject of the extent and nature of the busi- 
ness recovery to the subject of its prob- 
able duration, and the factors which are 
likely to bring it to a conclusion. In the 
past 30 days a whole series of statements 
have been made by business men, bankers, 
and others warning against the possible 
dangers in unwise business or credit ex- 
"pansion. 


Mr. Schwab’s Warning 


) 
| ' Peet and April Have. been 
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Mr. Charles M. Schwab, chairman of 
the Bethlehem Steel Corporation re- 
cently made the following statement: 


“Business is plentiful and industry is active 
| throughout the country, and we have every 
reason to feel happy over the situation. The 
indications are that we are entering into a 
period of expansion, and the utmost caution 
must be exercised to prevent this from de- 
into a secondary inflation, which 
would be disastrous. 

__ “T have always found that the steel industry 

is a pretty accurate indicator of industrial 
conditions. The Bethlehem plants are all 
working almost to capacity, and I am sure 
that the same conditions apply to most of the 
other steel mills. 

“It is a rather good sign that a large part 
of this steel is going into new construction 
work and into railroad equipment. This in- 
dicates that the business leaders are looking 
forward in an effort to meet the demands that 
will be made on them for increased produc- 
, tion and increased transportation. 

“Tf there is one word of advice I would 
give it would be that we proceed carefully 
and place our confidence in the integrity and 
| good judgment of American business men. 

“Our job right now is to keep on an even 
keel and steer a straight course. Business 
is on a firm foundation, but it must be kept 
there.” - 


Danger of Increasing Costs 


A similar warning has been given out 
by Charles E. Mitchell, President of the 
National City Bank of New York. 


“Industries are producing at 
tate ever known, traffic of the railroads in 
the first quarter has been the greatest in 
history, and trade reports from all quarters 
are excellent. 
| “There is ample basis for a sustained period 
| of prosperity. We have not vet made up the 
eficit in construction caused by the war. If 
our prosperity is short-lived it will be because 
we try to ride it too hard. All parties con- 
cerned ought to be level-headed enotigh to 
see the danger and guard against it. 

We want stable bus‘ness. stable prices, 
steady production, regular employment, in- 


the highest 


stead of booms and depressions. The great 
fluctuations that afflict business and make 
employment irregular are not due to the 


manipulation of the few, but to the spasmodic 
action of the many. 

“Just now labor is fully employed; we are 
doing all we can, and additional pressure will 
be harmful rather than beneficial. The de- 
Mision a few weeks ago against tax exemption 
or new dwellings in this state caused many 
undertakings to be cancelled. The decision 
has been overruled, but an increase of build- 
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ing costs may easily be more serious than 
the tax decision. It is the same throughout 
the industries. The danger in this situation 
is not financial, but industrial—a too rapid 
increase of industrial costs.” 


An Official Warning 


The Department of Commerce in a 
statement on April 19 sounded perhaps 
the first official warning of danger in the 
present situation. In giving out recent 
figures for industrial production, the fol- 
lowing statement was made: 


“With newly established peaks in produc- 
tion, sales and consumption of goods, the 
future course of business conditions is seen 
by the Department as determined largely by 
the adherence of the business community to 
the lessons learned in 1920 and the correctives 
recommended by such reports as that of the 
committee on unemployment and_ business 
cycles.” 


Mr. Ford on Over-expansion 


A recent statement by Mr. Henry Ford 
is still more vigorous and definite in con- 
demning a policy of unwise over-expan- 
sion-in business at the present time. A 


- part of his statement follows: 


“Unless the business interests come to their 
senses and quit the mad scramble for mater- 
ial and men I am not so sure that we can 
retain our present prosperity. Business has 
regained a healthy start but a few unwise 
moves can throw it off the track again. 

“These suddenly rising prices of materials 
are unnecessary. am surprised that many 
manufacturers have not taken a wiser course. 
The raw material men see the overeagerness 
of certain mantfacturers to do two years’ 
business in one, and they trade on this eager- 
ness. Paying skyrocketing prices does not 
add one single pound of steel, lumber or other 
goods to the world’s supply; it only increases 
the risk that a manufacturer will accumulate 
more inventory than he needs. 

“The result is that manufacturers are be- 
ginning to bid against one another and with 
every bid prices move up a notch. In this 
way they are playing the raw material in- 
terests’ game, and unless a wiser view is 


taken, the end of it all is going to be another 
stoppage of business. 

“Paying higher 
pay 


wages, temporarily, than 


aeplant. can permanently does not in- 
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The Condition of Business 


crease production or do anybody much good. 
Oftener it results in decreased production and 
is harmful to the men. Under the stimulus 
of unnaturally high wages, workingmen are 
induced to assume responsibilities which they 
cannot carry out in normal times, or when 
wages are reduced or when the men are laid 
off, and so the whole failure backs up until 
it overflows business men in every line.” 


New Production Records 


The output of pigiron and steel ingots, 
automobiles, and the mill consumption of 
cotton were larger in March than in any 
previous month, and the same statement 
is probably true of a number of other 
industries for which complete records are 
not available promptly. The continued 
increase of activity in the iron and steel 
industry reflects in considerable measure 


_the tremendous output of automobiles 


and the carrying through of a big pro- 
gram of construction by the railroads. 


Railroad Buying Program 


A statement has been issued by the 
member roads of the American Railway 
Association, setting forth the steps which 
the railroads plan to take in order to meet 
the heavy demands on traffic which are 
clearly in prospect with the continuance 
in the summer of a large volume of in- 
dustrial activity. The statement indicates 
that since January 1, 1922,.the railroads 
have authorized the expenditure of more 
than $1,500,000,000, for cars, locomotives 
and other facilities, of which nearly half 
a billion was actually expended during 
1922. This leaves a billion dollar pro- 
gram in prospect for this year. 

In addition to the ordering of new 
equipment, the railroads plan to reduce 
by October 1, 1923, when the peak of the 
traffic ordinarily begins, the number of 
cars awaiting repair to the normal basis 
of 5 per cent. of the total equipment of 
the country. It is also proposed to re- 
duce the number of locomotives await- 
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The complete confidence 
that justifies Credit 


P : {HE most neglected factor of safety in all industrial financing is the atti- 
tude of labor. What the worker thinks of his work, of himself, of his 
employer has everything to do with production. And the difference be- 

tween prompt production and production that lags is the difference between 

profits and possible ruin for your client, and profit or loss for you. 


It is not enough that you believe in the integrity of the manufacturer 
you finance. It is not enough to know that his plans are sound. Back of 
your confidence in client and plans must be assurance that his production 
program will be carried through as outlined. Otherwise there is lacking the 
complete confidence that elevates industrial financing above the level of a 
gambler’s chance. 


Taking the gamble out of production is the business of Sherman service. 
This unique system obtains complete co-operation between your client and 
his workers. It makes the head and the “hands” harmonious parts of one 
properly functioning business body. When your client has Sherman Service 
in his plant, production is limited only to the capacity of machinery; it is not 
handicapped by the lack of human co-operation. 


Sherman Service succeeds because its theory is sound and its development 
of that theory is remarkable. It believes the worker is a thinker. It presents 
his problems in the proper light, gets him thinking the right way and keeps 
him thinking the right way. 


Sherman Service is the biggest business of its kind in the world. Let us 
show you how it assures the complete confidence that justifies credit. Our 
conference will be without obligation on your part. 


Send for our booklet “Stopping Payroll Losses.” Please address Dept. ABA. 


SHERMAN SERVICE, INC. 


10 State Street, Boston. 


NEW YORK CHICAGO PHILADELPHIA ST. LOUIS CLEVELAND 
DETROIT MONTREAL TORONTO 


Largest organization of its kind in the world 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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CONVERTING 


COLLECTIONS INTO 


CASH 


Why waste time and money by 
allowing your cash or collection 


items to lose a day in bank or post 
office? 


Sending your business to this bank 
for collection is equivalent to send- 
ing it direct. 


Our twenty-four-hour Transit De- 
partment, which receives and dis- 
patches mail day and night, insures 
you against avoidable delay. 


All items handled at par for cor- 
respondents. No charge for tele- 
etaphic transfers. 


PHILADELPHIA 
NATIONAL 
BANK 


PHILADELPHIA, PA. 


ing repair, and to effect a number of 
other changes in operation which will 
bring efficiency to the maximum during 
the period of heaviest freight movement 
in the fall. The effects of the efforts 
of the roads in these directions are al- 
ready apparent in a considerable reduc- 
tion of the shortage of freight cars in 
the face of exceptionally heavy railroad 
traffic at a period of the year when the 
seasonal movement is on the increase. 
The shortage reported is now less than 
50,000 cars as compared with 80,000 a 
few weeks ago. 


Automobiles 


An automobile output in March of 
353,000 cars exceeds by 64,000 the pre- 
vious high record of June, 1922. If this 
rate of output were continued for a year, 
it would mean a production of about 
4,000,000 cars. The production and sale 
of cars at the present rate is an indica- 
tion of the generally high purchasing 
power of the population. The registra- - 
tion of cars in the United States now 
totals more than 12,000,000 and is about 
five times as large as the registration in 
all other countries put together. This is 
illustrated by. the accompanying diagram, 
taken from the Bulletin of the Cleveland 
Trust Company, showing world automo- 
bile registration :— 


ww. Ss. 2 Ei ee cela él; 000 
England Bh 31.000 
Canada Bh 27.000 


France 250.000 

WORLD AUTOMOBILE REGISTRATION 
he | 226.000 Total 14,743,000 
UsSsA. 12,364,000 


; Europe 1,302 ,C00 
‘SeAnertoal 197,000 See 197.600 

Asia 1h, 000 
Asia ] 14,000 Africa FiO 


austratial 97 090 i 


“Africa | 71,000 


Building Construction 


Building contracts let in March in 36 
states for which the F. W. Dodge Co. 
publishes reports totalled $371,000,000. 
Residental contracts were larger than in 
any previous month, with a total of $176,- 
000,000. If $5,000 is taken as the average 
cost per apartment or house, the con- 
struction represented by March contracts 
would be sufficient to house more than 
35,000 families. In the face of this tre- 
mendous construction program, building 
material prices and the wages of build- 
ing workers have been moving upward 
rapidly. In some instances, building 
workers are receiving bonuses beyond 
the union scale of wages. As a result 
of these changes, building costs are ris- 
ing sharply, and from certain parts of the 
country there come reports that high 
costs are limiting the placing of new 
building contracts. 
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Employment 


The absorption of many additional 
workers in building trades has been 
partly responsible for reducing the sup- 
ply of workers available for factory 
work. As the factories have speeded up 
in their operations, they have begun to 
encounter a shortage of unskilled labor, 
and certain types of skilled and semi- 
skilled labor. This is in spite of the fact 
that the actual number of workers em- 
ployed in factories is considerable small- 
er than it was at the peak of produc- 
tion in 1920. A surplus of labor which 
has been reported for some months pre- 
vious in a few sections, particularly in the 
west is being rapidly absorbed, and even 
in rural districts, a shortage of labor is 
developing. 


Estimates of Labor Shortage 


A careful estimate of the extent of 
labor shortage in industrial. establish- 
ments has recently been made by the Na- 
tional Industrial Conference Board. The 
Board found that, in over 1,000 manu- 
facturing concerns from which reports 
were received, unfilled positions amounted 
to 2.5 per cent. of the total number of 
workers employed. ‘The principal short- 
ages were in female labor, and unskilled 


labor. ‘There were marked surpluses of 
clerical help. : 
One of the most interesting facts 


brought out by the Survey was the in- 
equality of labor distribution. There 
were shortages in some localities, and 
surpluses in others, and some means for 
a better distribution of labor supply was 
suggested as the principal need in the 
current situation. 


Wages 


More wage increases were announced 
in March and April than in some months 
previous. The lead was taken by the 
textile mills in New England, following 
a 12% per cent. increase throughout the 
plants of- one of the largest interests. 
The United States Steel Corporation also 
announced an increase of over 10 per 
cent. in the wages of steel workers. 

All but one of the 42 industries re- 
porting monthly to the United States Bu- 
reau of Labor Statistics reported some 
wage increases. These ranged, as a rule, 
from 5 to 10 per cent., and affected vary- 
ing proportions of the employees. 

Index numbers of average weekly earn- 
ings in industrial establishments as they 
were reported by the United States Bu- 
reau of Labor Statistics and the New 
York State Department of Labor showed 
considerable increases in March, and are 
now more than 10 per cent. higher than 
at the low point a year ago, and about 
twice as high as the pre-war level. 
Since the cost of living is only about 
60 or 70 per cent. higher than before the 
war, the purchasing power of the work- 
ers’ wage is higher. This fact may ac- 
count to a considerable extent for the 
active wholesale and retail trade of the 
present. 


Wholesale and Retail Trade 


Wholesale and retail trade as reported 
by the Federal Reserve Banks are run- 
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RESOURCES 


Loans and Discounts .$297,729,823.01 
Overdrafts, secured 

and unsecured .... 
United States Securi- 


63,793.64 


51,205,687.21 

Other Bonds and Se- 
curities 

Stock of Federal Re- 
serve Bank 

Banking House 

Cash in Vault~ and 
due from Federal 
Reserve Bank 

Due from Banks and 
Bankers 

Exchanges for Clear- 
ing House 

Checks and other Cash 
Items 

Interest Accrued .... 

Customers’ Liability 
under Letters of 
Credit and Accept- 

37,205,718.41 


3,753,271.81 
1,500,000.00 
4,000,000.00 
42,810,925.99 
7,914,763.44 
42,672,741.66 


2,973,502.05 
853,680.32 


$492 283,907.54 


LIABILITIES 
$25,000,000.60 


25,000,000.00 filf 

12,511,254.47 

347,424,417.42 
305,141.50 


Capital Paid up 
Surplus 

Undivided Profits..... 
Deposits 

Dividends unpaid . 


Bills Payable with 
Federal Reserve 


30,000,000.00 


Reserved for Interest, 
Taxes and .<Othes 
Purposes 


6,489,488.74. 
1,526,595.15 


17,238,591.25 


Unearned Discount .. 


Letters of Credit.. 


Acceptances executed 
for Customers .... 


23,011,887.34 
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our endorsement .. 
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ning 10 to 20 per cent. higher than a 
year ago. The sales of mail order 
houses which reflect rural buying are 
35 per cent. higher than last year, while 
the sales of various chain store systems 
show a somewhat similar increase. The 
opening up of new chain stores goes on 
apace. There are now regularly reported 
the sales of more than 15,000 chain stores, 
an increase of 3,000 as compared with 
last year. New stores which are estab- 
lished tend for a time to have somewhat 
smaller sales per store than those on the 


JOHN G. SHEDD \ 
VALENTINE P. SNYDER 
HARRY B. THAYER : 
JAMES TIMPSON ; 
THOMAS WILLIAMS 


long established sites, but the sales 
in March of reporting systems show an. 
increase of 5 per cent. in sales per store, 
as compared with March, 1922. 


Prices 


Recent increases in prices of basic 
commodities have begun to be reflected 
in the slower moving price average made 
up by the United States Department of 
Labor from the prices of more than 40U 
different commodities. The index num- 
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The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


ber for March was 1.2 per cent. higher 
than the figure for February. The most 
rapid increases recently have been in 
building materials and metals. The fol- 
léwing table shows the recent index num- 
bers for different groups of commodities, 

aad indicates the change which has taken 


Place since the low points were reached 
in 1921. 


Commodity groups 


Metals 
Building materials... 198 
Farm products..... 143 
Cloths and clothing 201 


Fuel and lighting.. 206 
Chemicals cecal oo 
HOOdS” winicieeleiverararee 143 


House furnishings... 185 
Miscellaneous eZ, 
ATICe groups misc LOe 


Per cent. Per cent. 
change increase 


during from 
March low 
72 36.7 
EL oad 
0.7 25.4 
+1.0 175 
—2.8 13.8 
ey 11.6 
1.4 9.2 
+0.5 6.9 
+ 0.8 11.4 
+1.3 15.2 
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Increases in Industrial Costs 


Price and wage increases in the past 
few months have increased the costs of 
production to an extent that has not been 
reflected as yet in the selling price of 
products. The wholesale prices of 
finished articles and their retail prices 
have been kept down by consumer re- 
sistence. As a consequence, it is becom- 
ing increasingly difficult for manufactur- 
ers to carry on business at a profit. It 
is exactly at this point that the present 
business situation calls for the most 
careful analysis and it is probably this 
situation which has led to such warnings 
against over-expansion as were quoted in 
the beginning of this review. There are 
apparently three possibilities in the pres- 
ent situation. One is that by increased 
efficiency of labor and plant operation 
manufacturers may be able to continue 
to harmonize high wages and high ma- 
terial costs with reasonable selling prices. 
A second possibility is that selling prices 
will increase rapidly, keeping pace with 
wages and materials. This is a highly 
dangerous possibility, as it leads us to an 
economic situation similar to that of 
1920. A third possibility is that manu- 
facturers will not be able to meet the 
exigencies of the situation and we will 
go into a period of much less active 
business. 


Orders and Inventories 


Some hope that a way out of the pres- 
ent situation may be found through in- 
creasing efficiency is offered by the ex- 
tent to which manufacturers and mer- 
chants are limiting their advance orders 
and are keeping down the size of their 
inventories. While iron and steel pro- 
duction is going forward at the maxi- 
mum, the unfilled orders of the steel cor- 
poration are 30 per cent. below the 1920 
peak figures. The stocks of goods held 
by department stores continue moderate 
and the rate of stock turnover is rapid. 

The following table, published in the 
Wall Street Journal, shows the dollar 
value of the inventories of 74 industrial 
concerns at the end of the year for the 
past four years, as compared with 1914. 
Even when price changes are taken into 
consideration, it is clear that the inven- 
tories at the end of 1922 were not 
alarmingly large. : 


11 gy eae te chats 50 e's $ 867,000,000 
19D Peart oars sect a irons 2,330,000,000 
2,497,000,000 


1,804,000,000 
1,706,000,000 


There is no way of knowing how much 
inventories have increased in the early 
months of this year. 


No Credit Strain 


Another encouraging feature about the 
present situation is that there is no 
credit strain. There is no heavy bor- 
rowing from the Federal Reserve Banks 
and interest rates remain reasonable. 
This is partly due to the tremendous im- 
ports of gold in the past three years, 
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which have made possible a considerable 
credit expansion without credit strain. 
As a result of gold imports the banks 
are in a position to meet any reasonable 
demand for credit and it appears unlikely 
that credit will be a limiting factor on 
idustrial expansion. The present situa- 
tion is illustrated in the following dia- 
gram quoted from the bulletin of the 
Chemical National Bank of New York. 
The danger in the current credit situa- 
tion is not the danger of a credit strin- 
gency, but the danger of overexpansion 
in industry. 


Protection Pays 


CTUAL evidence of the value of 

Protective work of the Ameri- 

can Bankers Association is re- 
vealed by a comparison made in the 
report of the department: of the losses 
sustained by banks which have this pro- 
tection with those of non-member banks 
which do not have the benefit of the As- 
sociation’s detective agents. Since the 
inauguration of the protective work re- 
ported burglaries and attempted burg- 
laries (such as are known) on non- 
member banks have reached a total of 
2286 while the burglaries against mem- 
ber banks have totalled only 1491; hence 
there have been 795 more burglaries 
against non-member banks than against 
banks whose safety is a matter of direct 
concern to the Association and its de- 
tective agents. 

The losses sustained from these burg- 
laries are even more significant: non- 
member banks’ losses totalled $3,979,- 
763.00 while the losses sustained by 
banks which are protected by their 
membership in the Association amount- 
ed to only $1,011,301.27.. In other 
words since the inauguration of the 
protective work, banks which have not 
had its benefit, have lost through burg- 
laries $2,968,446.73 more than the banks 
which are thus protected. The figures 
are especially illuminating when it is 
recalled that the great majority of 
banks in the United States are members 
of the Association which circumstance 
throws the greater loss on a compara- 
tively smaller number of banks. 

The report signed by W. G. Fitz- 
wilson, Secretary, and L. W. Gammon, 
Manager, continues :— 

During the seven months covered by 
this report, there have been referred to 
The William J. Burns International 
Detective Agency, Inc., for investiga- 
tion, 600 cases of burglary, attempted 
burglary, hold-up, forgery, etc, with the 
following results: 


Arrested by the Burns Agency 128 

Arrested by local and Federal 
authorities, private detective 
agencies and bank employees 50 

Compromised by the Burns 


A SCHEV (oi o0 shas <s timte ceierasap tee 14 
Operator located by the Burns 

Agency, no action taken..... 10 
The Burnes Agency locating 

operator under arrest on a 

local charge and identified 

by it on a charge made by a 

TMEMDET meen ente Teles eS 1 


Special cases held up, awaiting 
developments 


Total 
Special cases that were pending 
August 31, 1922, and have _ since 
been closed, are as follows: 
Arrested by the Burns Agency 64 
Arrested by local and Federal 
authorities, private detective 
agencies and bank employees 20 
Compromised by the Burns 
Agency 
Operator located by the Burns 
Agency, no action taken..... 8 
The Burns Agency locating 
under arrest on a 


operator 


7 
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local charge and identified by 
it on a charge made by a 
member 


Total 


Within a period of a few months, 
representatives of two separate Chinese 
banking institutions have visited Habana 
to determine the needs for local branch 
catering to Chinese interests, says Assis- 
tant Trade Commissioner C. A. Liven- 
good of the Department of Commerce. 
These banking institutions are the In- 
dustrial and Commercial Bank (Ltd.), of 
Hongkong, and the Chinese Merchants’ 
Bank of the same city. 


7 Million Envelopes a Day 


T. LOUIS is the home of the largest envelope manu- 

facturing concern in the world, having a daily output 

of more than 7,000,000 envelopes of all sizes, shapes and. 
grades. 


AL St. Louis is likewise the home of the Mercantile 
Trust Company, one of the foremost financial 
institutions in the Middle West, offering to firms, 
corporations and individuals a modern and com- 
plete banking service. 


@. Our thorough knowledge of St, Louis conditions and 
surroundings, gained during twenty-three years of constant 
service, enables us to handle business of banks, trust com- 
panies and individuals in a most efficient way. 
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The Federal Reserve System 


Speaker’s Sug 


HE talks already given have 
treated principally of the relation 
of each person to the local hank or 
banks in his community. We have 
learned that the bank receives our money 
on deposit and loans out part of it to 


those in need of funds to conduct their 


business. When we make a deposit or 
secure a loan from the bank, the transac- 
tion is evidenced either by a credit on 
the books of the local bank, or by the 
execution of a “credit instrument,” such 
as a note, a mortgage, or a trade accept- 
ance. The business of the bank is, 
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gestions by the Committee on Public Education 


therefore, a matter of credits. We have 
seen also that the local bank is always 
required to keep a reserve on hand in 
proportion to its credits or deposits, so 
as to be ready to meet the demands of 
those who desire to draw out money. 


Banking, a System 


Today, however, our subject treats of 
the relation of each local bank to our 
present banking system. Just as a local 
telephone station is valuable to you and 
to me, because it belongs to a telephone 
system whose wires reach to all parts of 
the nation, so the local bank is valuable 
because of its connections with other 
banks in the United States. We cannot 
thoroughly understand the work of the 
bank by merely watching its local opera- 
tion, any more than we can understand 
the telephone by so doing. Like the tele- 
phone, the-local bank finds its strength 
and its usefulness only because it is part 
of a system. It is true that we had a 
banking system before the Federal Re- 
serve System came into being. Even 
now not all banks or trust companies are 
members. Every one, however, realizes 
that the Federal Reserve System is to- 
day the chief cornerstone in the banking 
business of America. 


Importance of Reserves 


A vital element in banking is the ques- 
tion of the bank’s reserves. Money on 
deposit must always be ready for de- 
positors when they desire it. In like 
manner, the bank must be ready to do its 
part towards loaning money, whenever 
needed, to its customers. Otherwise, the 
business of the community is hampered. 
In other words, all prosperity depends 
largely on bank reserves. The problem 
of handling our reserves has been difh- 
cult to solve. Let us now censider 
briefly the results attained under the 
Federal Reserve System. 


Development of Banking 


First, in order to understand the dif- 
ference between banking and other busi- 
ness, let us go down town to shop, or 
to visit the ice cream parlor or the post- 
office. You notice several dignified 
offices with bronze signs reading, First 
National Bank, Peoples State Bank, Cit- 
izens Trust Company, or something of 
the kind. You know something of what 
they do. You also know that each of 
these banks is managed by its own offi- 
cers aud directors, elected by its own 
stockholders, and that these men are 
practically all of them residents of our 
town, and have grown up with it. They 
are interested in helping the town to 
grow, and in making it prosperous be- 
cause it is their home town. 


750 JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


May, 1923 


The banks in our town are just like 
those in thousands of other cities in the 
United States. I wonder if you realize 
that there are in our country over 30,000 
banks all operated independently like 
those here at home. Many other lines 
of business have, during the past twenty- 
five years, organized on nation-wide 
lines, as for example, the telephone 
companies, of which we have spoken, the 
great steel companies, and merchandis- 
ing organizations with branches in many 
cities, such as the five and ten cent 
stores, chain groceries, chain cigar stores, 
and the like. You know when you see 
one of these stores, that it is part of a 
great organization owning similar stores 
in many towns. When you take a trip, 
however, and see First National Bank 
signs in different towns, you must not 
think that they are branches of the same 
bank. They are separate and independ- 
ent banks. 


Comparison with Foreign 
Systems 


Ours is the only important country in 
the world which has such a system of 
independent banks. Fundamentally, a 
system of this sort suits our ideal of 
democratic organization. How greatly 
our banking system differs in this re- 
spect from the systems of other coun- 
tries, you will understand when I tell 
you that Canada has only 17 banks, but 
these 17 banks have 3,500 branches, and 
that Great Britain has only 38 joint 
stock banks, with 9,500 branches. These 
branch systems are strong and develop 
bankers of great skill. Our distinctly 
American system, on the other hand, has 
certain advantages which have led our 
people to prefer it to a branch banking 
system like those of other countries. 


Defects in Former System 


For many years, however, it has been 
recognized that we lacked certain ad- 
vantages which are obtainable through 
branch banking. A plan was sought 
whereby these could be obtained by hav- 
ing our thousands of separate and in- 
dependent banks get together and co- 
operate for the improvement of our 
banking system, and for mutual protec- 
tion in emergencies, for themselves and 
for the customers they serve. Business 
men and bankers recognized that we had 
periodical money panics, disturbing to 
business, and chargeable, in large part, 
to defects in our banking and currency 
system. There was no central bank from 
which the individual banks could get as- 
sistance in time of trouble, no flexible 
means of adjusting the amount of money 
in the country to the varying needs of 
business. Consequently, panic conditions 
caused weak banks to fail, and even 
strong and sound institutions to be en- 
dangered by the general lack of confi- 
dence. When the people of a community 
lose confidence in their bank, it is a ser- 
ious matter for every one. In 1907, an 
especially severe panic occurred, and led 
bankers, business men, and leaders in 
Congress to make a careful study of 
banking practice in other countries. ‘The 
result was that seven years later Con- 
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gress passed a law providing for the es- 
tablishment of twelve great Federal Re- 
serve Banks, each designed to serve as a 
sort of central bank for such banks in 
its allotted territory as might become 
members of the Federal Reserve Sys- 
tem. 

Now let us examine the general out- 
lines of this new system. It began to 
operate at an opportune time—the fall 
of 1914, shortly after war broke out in 
Europe. There was retained, as before, 
our American system of independent 
banks doing business under the manage- 
ment of the same local directors and 
officers. About 10,000 banks have be- 
come members of the Federal Reserve 
System, and thus acquired the services 
of the Federal Reserve banks. The 
member banks own the entire stock of 
the Federal Reserve banks, and elect two- 
thirds or six out of the nine members 
of the board of directors by which each 
Federal Reserve bank is operated. ‘The 
other three directors are appointed by the 
Federal Reserve Board at Washington, 
which is the Governmental body having 
supervision over the Federal Reserve 
banks, though it does not operate them. 
The members of the Federal Reserve 
Board are appointed by the President of 
the United States. 


Functions of Reserve Banks 


Now you will want to know what the 
Federal Reserve Banks do. That we will 
take up now under five headings. 


1. They hold member banks’ reserves. 


They hold member banks’ reserves 
amounting to about $1,800,000,000. Be- 
fore we had a Federal Reserve System, 
each bank carried in its own vault the 
amount of cash required by law to be 
held as a legal reserve, that is, ready to 
pay depositors on demand. The really 
huge gold supply of the country was thus 
scattered among the thousands of inde- 
pendent banks, each holding a relatively 
small amount to which it was obliged. as 
a matter of self-preservation to cling 
tightly. This method of banking may 
be likened to the old- time method of ob- 
taining a water supply in a town or vil- 
lage. Each house had to depend on its 
individual well, or tank, or cistern. Pic- 
ture to yourself such a town afflicted 
by a great conflagration. Imagine the 
inadequacy of such a water supply un- 
der such a catastrophe. Also picture 
that same town grown into a big city. 
When the water became low in one well, 
from drought, or excessive use, water 
would have to be borrowed from the 
neighboring well. It is probable that 
the water in that well also was at a low 
level. Thus the safety of all was 
threatened because no reserve water sup- 
ply was at hand. Our country has grown 
rapidly in population and even more rap- 
idly in industrial activity. The bank- 
ing facilities which were sufficient for 
earlier days and ‘simpler organization, 
have needed something to adjust them 
to the growing business of the nation. 
Under the Federal Reserve System, we 
have a series of modern reservoirs, lo- 
cated in various parts of the country, 
each serving the needs of the banks in 
its own district. In each of these res- 


ervoirs credit is stored up to be supplied 
to the various banks, as the need arises. 
Each reservoir is in turn connected with 
all the others so that when the supply in 
one becomes low, the others may be 
temporarily drawn upon. By gathering 
the gold reserves of the member banks 
into the twelve Federal Reserve banks, 
a result has been obtained like that 
yielded by the construction of a great 
water supply, for a power plant, an ir- 
rigation system, or a city. The Federal 
Reserve banks now hold over three bil- 
lion dollars of gold, the greatest reserve 
fund ever accumulated, and are strong 
enough to meet any conceivable demands 
for gold, for foreign exports, for do- 
mestic withdrawals, or for loan expan- 
sion. 


2. They loan to member banks. 
The Federal Reserve banks make loans 


to the member banks. Each member 
bank formerly had to depend almost en- 


“tirely upon its own resources in making 


loans to its customers. When it had 
loaned all of its own money, it could 
do no more, even though the merchant, 
manufacturer, or farmer customer had 
great need of more credit, and was seek- 
ing it for highly important and necessary 
purposes. Hence arose what was called 
a “tight money” situation. Now the 
member bank can, and frequently does 
take the notes of its customers to the 
Federal Reserve bank, and borrows there 
in much the same way as the customer 
borrows from the member bank. The 
Federal Reserve banks have loaned to 
their member banks and to the govern- 
ment as high as $3,400,000,000. The 
member banks borrow at the Federal Re- 
serve bank when they need money to 
assist in moving crops, or for similar 
purposes, and in emergencies, and pay up 
when the demand has passed. 


3. They issue currency. 


The Federal Reserve banks issue cur- 
rency. A large part of the bills which 
are in people’s purses are Federal Re- 
serve notes. They are secured by pledge 
to the Government of the borrowers’ 
notes on which the member banks have 
borrowed from the Reserve banks. The 
bank notes go into the hands of the pub- 
lic when activities of business and agri- 
culture create a need for more money in 
circulation, and go back automatically 
when the need has_ passed. The 
largest amount outstanding was about 
$3,400,000,000 in December, 1920. From 
these figures it is plain that we now have 
a flexible system of currency issue. The 
privilege of note issue is regarded as of 
great value. The Government, accord- 
ingly, collects from the Reserve banks 
all of their earnings over a certain 
amount, as a franchise tax, that is a tax 
designed to compensate the Government 
for granting the note issue and other 
powers. ‘The Reserve banks have to date 
(1922) on to Ve Government in this 
way $124,500. 


4. They collect checks. 


The Federal Reserve banks act as 
check collection agencies for their mem- 


Are you getting 


prompt service 


on your 
Southern items ? 


Our collection facilities 
are unsurpassed. 


Collections handled promptly 
on most liberal terms. 


HAMILTON NATIONAL BANK 
Market & Seventh CHATTANOOGA, TENN. 


HAMILTON TRUST & SAVINGS BANK 
Market & Main St., CHATTANOOGA, TENN. 


BRANCHES : 


East Chattanooga, Tenn. Rossville Ga-Tenn. 


Resources over $19,000,000.00 


ber banks. We in the United States are 
the greatest users of bank checks in the 
world. To assist member banks in the 
collection of checks,. the Federal Re- 
serve banks have established a country- 
wide system of check collection, and col- 
lect checks on over 28,000 banks. This 
collection system has reduced by at least 
one-half the average time required for 
collection of checks. You may gain some 
idea of the importance of its operations 
when you know that the Federal Re- . 
serve banks handle each month about 
fifty million checks amounting to about 
twelve billion dollars, with tremendous 
saving in time and expense. 


5. Act of Government Agent. 


During the war, the Government ap- 
pointed the Federal Reserve banks its 
fiscal agents, and, as you remember, they 
were the agenciés which handled the sale 
and distribution of twenty-one billion 
dollars of Liberty bonds, and thirty-six 
billion dollars of short term certificates 
of indebtedness. The reserve banks still 
act for the Government in matters of this 
kind, and have also taken over the duties 
of the former sub-treasuries in supply- 
ing currency and coin, cashing govern- 
ment checks, and similar operations. 
Their usefulness to the Government 
along these lines has been and is very 
greet for without such an agency, the 
andling of the great financial transac- 
tions during and since the war would 
have been extremely difficult, if not im- 
possible. 
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The Broad Dimensions 
of a Great Bank 


EIGHING experience in terms of years and decades, Barclays 

Bank Limited lays more than two centuries on the scales of time. 
Surveying growth of facilities in banking units, this bank checks on the 
map of the British Isles over 1670 branches—with 161 affiliated bank 
offices in Scotland and many on the Continent. Measuring the sheer 
power of resources, Barclays recounts aggregate assets in excess of 
$1,618,000,000o—forming one of the largest private reservoirs of credit 
in the world. 


Barcrays’ services, tested by time, shaped for efficient use by thor- 
ough practice, and distributed throughout all the principal world mar-. 
kets, are offered to American banks. The foreign business of American 
corporations and individuals is solicited only through co-operation with 
their own home banks. 


CoRRESPONDENCE is cordially invited 


December 31, 1922 


Authorized; Capital aaa eee $97,332,000 
Issued and Paid up Capital... 75,882,773 
Reserve Fund: 2 e535 eae 40,149,945 
Total Resources.........----------- 1,618,098,798 


(Sterling converted at Par) 


BARCLAYS BANK LIMITED 


Frederick C. Goodenough, Esq., Chairman 
Sir Herbert Hambling, Deputy Chairman Edmund Henry Parker, Esq., Vice-Chairman 


Head Office: §4, Lomparpb Street, Lonpon, E. C. 3 


AFFILIATED BANKS 


Barciays Bank (Overseas) Limirep: Offices in Paris, Bordeaux, Boulogne, Havre, Lyons, 
Marseilles, Rouen, Cannes, Mentone, Monte-Carlo, Nice and other Continental cities, 
also in Algiers. 

Tue Britrsy Linen Bank: 161 offces in Scotland. 

Tut Union Bank or Mancuester: 148 offices in Lancashire, Cheshire, and the West 
Riding of Yorkshire. 

Tue Ancto-Ecyprian Bank, Limtrep: Branches in Egypt and Palestine; also at Gibraltar, 


Malta and Khartoum. 
Representative in America—H. Poe Alton 


60 WALL STREET, NEW YORK CITY Aq 


When writing to advertisers please mention the 


“Journal of the American Bankers Association.” 
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An ideal bank truck of locked Wide- 
sections and Hal%ections. ‘lis com- 
bization is indicative of tke ory 
arrangements possivle from _ stock. 


CA teller’s bus with currency and cash 

drawers protected by a roller curtain. 

Its specially designed coin comtart- 

ments have a total capacity of 
$2,215.00. 


Steel and Bronze Equipment for Banks 


The lobby of The National Bank 
of Tacoma, Tacoma, Washington, 
with its complete battery of Art 
Metal omnibuses wheeled out for 
inspection. ‘Note. the: interesting 
variety of sections incorporated to 
make each omnibus most valuable 
to the particular department it 
serves. 


Uault Trucks 
and Omnibus Files 


HE different requirements of banks for 
AL filing devices on wheels can almost invari- 
ably be met by combining appropriate units 
from.our wide variety of stock filing devices. 
We make this selection to fit your individual 
needs. The resulting omnibus is a permanent 
unit which has all the conveniences of a built- 
to-order truck at a stock price. | 


Specially built trucks are a feature of Art Metal Service. 
We are equipped to build special trucks most econom- 
ically for use in such departments as teller, discount or 
exchange cages. These may be designed to embody 
any desired features. 


Ask for catalog 763, or write us your requirements and 
we shall be glad to furnish fuller details or subm’* 


estimates and sketches. 


JAMESTOWN, NEW YORK 


753 


Steel Office Equipment, Safes and Files 


a 
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y THE SAFE-GUARD CHECK WRITER— 10% Protez | 


NEW YORK p50 19620. ne ZL7—_ 
THISISTHE ONLY | erent A 
THE CHATH HEN vpieieis 
MACHINE THAT rey i pst De ‘3 


Will Protect ALL the PERS or fou Genks 


Essential Parts of Your 1s°e Le: 2 

Check—The Paying Line QOLLARS 
—The Payee’s Name— 
The Numerals—and Will 


Equipped with Automatic Prevent Dangerous Two- 
Line Checks. 


Self-Inking Device Unless You Use This Double Loc  Blbeier itous Beak Account is at the Mercy of tae 
Dip! 


Write for further details reserging . THE SAFE-GUARD CHECK WRITER CO., Inc. - 3.3P8SMAN. ST 


B.CAREFUL SONS 


LITTLE GIANT | 
BANK DIRECTOR 
Striking, Enduring, Digni- 


Member American Bankers Association MANK fed, Cheap and EMeetios 


Advertising 


: : ~~ oe Ab 1 cast 
Put the above sign on the win- ae 2 jinld, 8 ine. oak only a 
dows of your bank and under o ee | or a, ne, celed't penal 
2 ee crossings, junctions = prominent |i 

your new Sspaper adver tisements. city. They also advertise ths uh in ogi gee ean beraya oe 
They are furnished with any lettering desired. Can also be supplied for mer- 


It will help the Association and chanta of any other clase of business, 


likewise help yourself. LITTLE GIANT COMPANY i 
239 Rock St. Established 1876 Mankato, Minn., U.S.A. | 


The Crook Bulletin 


Warning to Bankers 


ie Crook Bulletin is compiled from 
reports received from the various State 
Bankers Associations, and is kept up-to- 
date as each crook operation is reported. It 
is distributed continuously without charge, 
by the American Bank Supply Company of 
Indianapolis, Indiana. 

Literature which you receive from _ this 
Company will include the latest issue of 
The Crook Bulletin, and you are urged to 
read it for your own protection and that of 
your depositors. 


When writing to advertisers please mention the ‘Journal of the American Bankers Association.” 
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to warnings. 


° 


’Wiany losses to banks are the result of carelessness, and indifference 
Use the box printed below and add to your 
bank’s protection. 


PROTECTIVE DEPARTMENT 


“ 


JOURNAL 


OF THE 


MERICAN BAN 
ASSOCIA 


SECTION TWO 


Give to yourself and to your 
bank the benefit of the warn- 


ings noted within 


Contents Noted By 
Presiient eee . . ee ire ho. 
Vice Président... ..........%..: 
(COL icie 4 ae 2 ae 
Assistant Cashier ...2s. dnn2... 2: 
Bavingslelicne, . 22. elects. 
frecelvinipew eller. wieu eves 
(suardiseers <6. a. 


@, 980 e) emcere (6) the” ae: 


OFFICES OF THE WILLIAM J. BURNS INTERNATIONAL DETECTIVE AGENCY, INC. 


Cavryornza, Los AnceLEs.—I. N. Van Nuys Building. 
Catirorn1a, SAN Francisco.—First National Bank Build- 


ing. 

Cororapo, Denver.—421 Cooper Building. 

District. oF CoLuMBIA, WasHINGToN.—500 Southern 
Building. : 

Froripa, Mram1.—220-221 Calumet Building. 

Gzorcia, ATLANTA.—921-22 Healey Building. 

InuiNo1s, CH1caco.—1050 Otis Building. 

Iowa, Des Mornes.—609 Observatory Building. 

Louisiana, NEw Or.eans.—930-932 New Hibernia Bank 
Building. : 

MARYLAND, Bartimone.— Fideliy Building. 

MassacHusetts, Boston.—201 Devonshire Street. 

Micuican, Detroit.—Dime Savings Bank Building. 

MINNESOTA, MINNEAPOLIS.—McKnight Building. 

Missouri, Kansas Crty.—Ridge Arcade Building. 

Missouri, St. Louts.—Railway Exchange Building. 

New York, Burrato.—D. S. aiosges uilding. 

New York, New Yorx.—165_ Broadway. 

Oun10, CIncINNATI.—1012 Keiths Theatre Building. 
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Oun10, CLEVELAND.—Swetland Building. 

OxLaHoMA, OKLAHOMA CiTy.—908 Colcord Building. 

Orecon, PorTLAND.—Yeon Building. 

PENNSYLVANIA, PHILADELPHIA.—Widener Building. 

PENNSYLVANIA, PitrsBURGH.—Commonwealth Building. 

TENNESSEE, MemPuHis.—Bank of Commerce and Trust 
Building. 

Texas, DaLLas.—Dallas County Bank Building. 

Texas, Houston.—Union National Bank Building. 

Texas, San AnTon1o.—Gunter Building. 

Uran, Satt Laxe City.—301-302 Tribune Building. 

VIRGINIA, RicHMOND.—Virginia Railway and Power Build- 


ing. 
WASHINGTON, SEATTLE.—L. C. Smith Building. 
WASHINGTON, SPOKANE.—Old National Bank Building. 


FOREIGN OFFICES OF THE WILLIAM J. BURNS 
INTERNATIONAL DETECTIVE AGENCY, INC. 


Canapa, MonTrEAL.—Transportation Building. 
Canapa, VANCOUVER.—605 Vancouver Block. 
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PROTECTIVE DEPARTMENT 


L. W. GAMMON, MANAGER 
110 E. 42d Street, New York 


APRIL PROTECTIVE WORK 


WARNING 


STOLEN GOVERNMENT PAY CHECKS IN 
CIRCULATION 


We have been requested to warn our members of the 
operations of an individual using the name HARRY G. 
LEWIS who is negotiating government pay checks purporting 
to be signed by E. W. Wilson. 

A number of government pay checks were stolen, their 
serial numbers being No. 38466 to 38513 inclusive. In the 
lower right hand corner of each of the checks, appears the 
same symbol number, No. 200729. ‘These checks were stolen 
from the executive offices of Fort Hiayes, Ohio. Upon pre- 
senting these checks Lewis also presents a letter of identifi- 
cation purporting to come from the General Accounting 
Officer advising him that the check in question has been 
mailed him to cover mileage. Five of these checks have 
already been negotiated, all in the amount of $106.05, payable 
to Harry G. Lewis. 


The operator is described as being 23 years of age, 5 feet. 


7 inches, 140 pounds, brown eyes, brown hair, fair com- 
plexion, 

Should he appear at your bank, notify this department or 
the local office of the Secret Service. 


LOST OR STOLEN CHEVROLET MOTOR 
CO. CHECKS 


During the moving of the Chevrolet Motor Company 
of Chicago, Ill., to Janesville, Wis. a book of their checks 
bearing numbers 11-2101 to 11-2150 inclusive were either 
lost or stolen, These checks were drawn on the Irving 
National Bank New York, N. Y. over the name of Chevrolet 
Motor Company, Zone Contingent Fund, with Chicago, III, 
on the date line. It is requested that member banks refrain 
from cashing checks bearing these numbers. 


PAID IN ADVANCE FOR BOOKS 


Several member banks report subscribing and paying in 
advance for a book known as “Practical Banking Operation” 
which (according to representations made) was solicited by 
the American Publishing Company, 23-31 West 43rd Street, 
New York, N. Y. Although such a book has been published 
inquiries made seem to indicate that the American Publishing 
Company has apparently gone out of business with the result 
that the orders are not being filled. Member banks are 
warned not to pay in advance for this publication until they 
have made a thorough investigation. 


GENERAL 


BOGUS CHECK OPERATOR APPRE- 
HENDED 


R. M. MOORE, who has used such aliases as J. D. Herd, 
M. A. Breed, G. R. Green and M. R. Morse, was arrested 
by the local authorities of Joplin, Mo. on March 24 1923. 
Moore operated extensively throughout the country with 
bogus certified checks drawn on various banks. His victims 
were usually merchants and. hotels. 7. 

Previous articles giving full particulars concerning his 
operations which date back to 1914 together with his photo- 
graph and handwriting were published in the Journal Supple- 
ment for May 1914, Page 768; May 1919, Page 178; October 
1920, Page 28; February 1922, Page 59, and July 1922, Page 4. 

Moore was tried on two forgery charges, convicted and 
sentenced to serve ten years in the Missouri State Penitentiary, 
Jefferson City, Mo. ; 


LOST OR STOLEN BONDS 


We have been requested by Post Office Inspector J. A. 
Brennon, Scranton, Pa., to publish the following bonds either 
lost or stolen. Any information regarding same should be 
communicated to Inspector Brennon immediately: 

Two—$100—Canadian Northern Railway Equipment Trust 
6% bonds, due July 1, 1923., Nos. 4798 and 4799, with July 
1923, and subsequent coupons attached. 


BOND STOLEN 


A member bank in Columbia, Mo., reports the following 
bond as stolen in a recent holdup: 

One—$1000 Northern Pacific—Great Northern joint 15 
years, 6% percent. convertible gold bond No. M98282, due 
July 1, 1936, with all coupons from July 1, 1923 to maturity 
attached. 

One coupon No. M98282 detached from the above 
due January 1, 1923 in amount of $32.50. 


bond 


SECURITIES STOLEN IN MIAMI 


A member in Miami, Fla. was burglarized on April 7, 
1923 and the following securities stolen: 
Three—$500.00 Sailor Bros. (Mortgage) Bonds No. 14-15- 
16 8s due June 1, 1923. : 
One—$500.00 Shaffer Oil & Refining Co., Bond No. D-2192. 
One—$1000.00 Republic of France Bond No. M83383 8s 
due 1945. 
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Two—$500.00 34 East 51st Street Apartment Building 
(S. W. Straus underwriting) Bonds No. 89 and 90 6s 
due 1924, 

Two—$100.00 Miramar Hotel Co., (G. L. Miller & Co. 
Underwriting) Bonds No. 11-12, 8s due July 1, 1924. 

One—$500.00 Miramar Hotel Co. (G. L. Miller & Co. 
Underwriting) Bond No. 2 8s due July 1, 1924. 


GEORGE ANTHONY. After being identified by a local 
railroad man, a member bank in Carnegie, Pa, did not 
hesitate to cash a bogus pay check of the Eusaps Mining 
Company, Eusaps, W. Va., for the operator used this alias. 
It later developed that it was a case of mistaken identity on 
the part of the railroad man. The operator is described as 
being 22 to 24 years of age; 5 feet, 6 to 7 inches in height; 
weight 135 to 140 pounds; slender build; medium fair com- 
plexion; dark brown hair; smooth shaven. A specimen of 
his handwriting is reproduced herewith. 


RE Yyfefor” Xray doMnsy 


A. C. AYERS defrauded a member bank in Moran, Texas 
by the use of a check bearing the forged signature of a 
depositor, Our detective agent’s Dallas representatives are 
now making an investigation in an endeavor to locate the 
operator. We are unable to publish a description of the 
operator at this writing. 


R, J. BALDWIN, alias J. Britten. A party using these 
names defrauded a member bank in Earlimart, Calif., through 
the medium of a check bearing the forged signature of a 
depositor. Baldwin is described as being 40 to 45 years of 
age; 5 feet 7 to 8 inches in height; weight, 150 pounds; 
medium complexion; light brown hair turning gray at tem- 


ples; gray blue eyes; dark close clipped mustache; wore cow- 


boy hat with horsehair band; khaki trousers; I. O. O. F. pin 
on lower vest point. A specimen of the handwriting of the 
operator is reproduced herewith. 


Wf Atti 


G. M. BENSON. This individual is reported as defrauding 
hotels through the medium of bogus checks of the Grand 
Rapids Furniture Co., signed C. E. Doss or C. E. Dossett. 
The checks are drawn on the Grand Rapids Trust Co., Grand 
Rapids, Mich., and were cashed in different sections of 
Louisiana. No description of the operator is available at 
present. 

aE 

V. R. BRANDT, through his connections as an insurance 

agent for a Lancaster, Pa., broker, became known to a member 


bank in Boyertown, Pa., where he found little difficulty’ in 


securing funds on a bogus check. Brandt is described as being 
38 to 40 years of age; 5 feet 6 to 7 inches in height; weight, 
138 to 140 pounds; grey hair; pointed face and pleasant 
talker. 


WILLIAM BURKE, alias James Conway, is reported as 
defrauding merchants by the use of bogus checks drawn on 
a member bank in Fenton, Mich. No description of the 
operator is available at present, but we are reproducing a 
specimen of his writing. 


F, A. BURNS, alias J. L. Milton. A member bank in 
Kansas City, Mo., reports this operator as cashing checks 


purporting to be signed by a depositor, 
herewith a specimen of his handwriting. 


LOUIS B. COLE, claiming to represent Condon and 
Company, as a high explosive man, contracting to blow 
stumps and clear lands, opened an account with a member 
bank in Wéston, Mo. He later appeared with a bogus check 
purporting to be signed by his brother and drawn on a dis- 
tant bank, which was readily cashed for him, Cole is de- 
scribed as being 40 years of age, 5 feet 6 inches in height; 
weight, 250 pounds; sandy complexion. We are reproducing 


herewith a specimen of the operator’s handwriting. 
(Reproduce writing of Louis B, Cole.) 


isu biy 


CHARLES: R.. DOLLINS, alias. John Py Bart: By the 
use of bogus checks drawn on the First National Bank, 
Wilkinsburg, Pa., signed Harry A. Wallace, this party is 
defrauding hotels and individuals. Dollins is described as 
26 years of age, 5 feet 11 inches in height; weight, 180 
pounds; dark brown hair, combed in a pompadour; bow- 
legged; occupation physical instructor. 


We are reproducing 


HILMER O. EKLUND, alias E. H. Eklund is reported 
as issuing bogus checks of Hills Brothers on the Farmers 
and Merchants Union Bank, Columbus, Wis. No description 
of the operator is available at present, but we are reproducing 
a specimen of his writing below. 


Dt-loner O Klaas 


‘ 
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LOUIS FOSTER, alias Eminit A. Foster. A member 
bank in Melbourne, Fla., reports this operator as defrauding 
a local individual by the use of a forged check. Foster is 
described as being 28 to 30 years of age, 6 feet tall; weighs 
195 lbs., rosy complexion. A specimen of his handwriting is 
reproduced herewith. 


JACK FOX, opened a savings account with a member 
bank in Detroit, Mich, and later made several cash and 
check deposits. At a later date he appeared at the bank 
with a certified check drawn on the member’s branch bank 
and secured funds on this check which later proved to be a 
forgery. Fox is described as being 25 years of age; 5 feet 
5 inches tall; weighs 140 pounds; slender build; dark com- 
plexion smooth shaven. 


J. T. GORMAN is reported as issuing a bogus check 
drawn on the First National Bank, Hazard, Ky. He is 
described as weighing 170 to 180 pounds; heavy build; dark 
hair and dark eyes. 


\ 

MRS. H. A. GRAHAM. A person using this alias de- 
frauded a member bank in Houston, Texas by the use of a 
forged check drawn on a bank in Lufkin, Texas. No descrip- 
tion is available at this writing. 


E. B. HARRIS, alias 
HARRY B. EDWARDS 
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MR. and MRS. D. G. HALEY, using such aliases as Mr. 
and Mrs. D. A. Judson, Judge and Mrs. B. E. Hudson, Judge 
and Mrs. Stephens, are defrauding member banks in Texas 
by the use of bogus checks drawn on the Wichita State 
Bank & Trust Co., Wichita Falls, Tex. The man is described 
as 28 years of age; 5 feet 9 inches in height; weight, 170 
pounds; dark complexion; walks slowly. No description 
available of the woman at this writing. 


E. B. Harris, operating a brokerage business in El Dorado, 
Ark., presented a dividend check of a local oil company at 
a member bank in El Dorado, which they readily cashed. 
It later developed that this check bore a forged endorsement 
of the payee. Members are requested to be on the alert for 
this operator’s appearance. 


THOMAS HARRISON, claiming to represent C. F. Muller 
Co., of Jersey City, N. J., had printed a series of checks pur- 
porting to be drawn by the C. F. Muller Co., on the New 


‘Jersey Title & Guaranty Trust Co., Jersey City, N. J., and is 


issuing these forged checks. Harrison is defrauding whole- 
sale grocers with whom he did business whilé in the employ 
of this concern. He is at present operating in the State of 
Maine. 


H. H. HENDRICKS. After a lengthy conversation with 
a member bank in Spartanburg, S. C., relative to his firm’ 
of Hendricks Bros., and their deals in cotton, this operator 
endeavored to negotiate a draft for a large amount. The 
draft was accepted, but only for collection. When no funds 
could be realized on any of the drafts deposited Hendricks 
disappeared. These drafts later proved to be bogus. 
Hendricks is described as being 25 to 30 years of age; 5 feet 
8 inches tall; weighs 130 pounds; florid complexion; blue 
eyes. A specimen of his handwriting is reproduced herewith. 


ARM ccleiche 
J. JONES, a negro, using checks of a member bank in 
Kansas City, Mo., bearing the forged signature of a depositor, 
defrauded them. He is described as being 25 years; 5 feet 
6% inches in height; weight 160 pounds; copper colored 
complexion; wore overalls; jumper and cap. During Jones’ 
operation he has used the following aliases, C. Harrington, N. 


Franklin, R. Tate, T. Williams, T, Robinson, C. Ford, C. 
Jackson. 


ROBERT LEE. After remaining in the employ of a 
firm in Phoenix, Ariz. long enough to locate their check 
book, Lee helped himself and later appeared at a member 
bank in Phoenix, with a forged check which was cashed. Our 
detective agents’ Los Angeles representatives are endeavoring 
to locate Lee who is described as being 25 years of age, 5 
feet 10 inches tall; weight 165 to 170 pounds; slender build; 
tanned complexion; dark hair; blue eyes. 


May, 1923 


ARNOLD LESTER. The City State Bank of Chicago, III, 
reports receiving from New York, checks drawn against it 
and signed by Arnold Lester. Lester is not known at this 
bank and members should refrain from cashing his checks. 
We are unable to publish his description at this writing. 


STEWART LINTON, alias M. J. Raymond, using checks 
of a Detroit, Mich., member bank, is defrauding local mer- 
chants. These checks are all signed Millett Kline. The 
operator is described as being 32 years of age, 5 feet 5 inches 
in height, weighing 160 pounds, built stocky, dark complexion 
and bald. A specimen of his handwriting is reproduced 
herewith. 


MARJORIE MCBRIDE 


MARJORIE McBRIDE, whose. photograph is reproduced 
above, is reported as operating in the New England States 
with bogus checks drawn on the First National Bank of 


Lexington, Ky. This operator has used such aliases as M. E. 


Smith, Marjorie Smith, Marion McBride, Marion Springer. 
A warrant is being held for her arrest by the State Police at 
Amherst, Mass. 


G. H. VINCENT, alias Carl Hennegan. A party, using 
these aliases is negotiating bogus checks drawn on the 
Bemidji State Bank, Bemidji, Minn., in the vicinity of Des 
Moines, New Mexico. There is no description of the opera- 
tor available. 


CLARENCE MILLER is operating in the vicinity of 
Salem, Va., with bogus checks drawn on the Bank of Salem. 
These checks are in small amounts which the operator us- 
ually claims is for his wages to date. Miller is described as 
being 20 years of age, heavy build, black hair, occupation 
printer. 
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R. T. MILLER, alias W. W. Reed, after securing several 
blank checks of W. B. Pine No. 2, is now using them to his 
advantage. He opens a bank account with one of these forged 
checks and then draws against this uncollected item. He 
has operated in Kansas and Texas. His last account was in 
the name of the Dale Fishing Tool Co., Inc. There is no 
description available at present but we are reproducing here- 
with a specimen of his handwriting. 


RTM 


L. F. MYERS. By the use of a check bearing the forged 
signature of a depositor, this individual defrauded a mem- 
ber bank in Portland, Ore. The operator is described as 
being 35 to 40 years of age; 5 feet 10 to 11 inches tall; 
weight 165 to 170 pounds; sallow complexion; dark brown 
hair; dark brown eyes. 


A. J. POWELL, who claims to represent the Periodical 
Sales Company, has defrauded member banks in the Middle 
Western States by the use of bogus checks. During his 
operations he has always used the name of A. J. Powell. 
Members are warned to be on the alert for his appearance. 
The operator is described as being 45 years of age, 5 feet 8 
or 9 inches in height; weight 175 pounds; florid complexion; 
stocky build; blue or grey eyes; dark hair, slightly grey. 
We are reproducing herewith a facsimile of this individual’s 
handwriting. 


HARRY RIGHTS, alias Henry Rights. This individual 
defrauded a member bank in Jackson, Miss., by the use of 
checks bearing the forged signature of a depositor. The 
checks were cashed by local merchants. There is no descrip- 
tion of the operator. 


T. M. SIMMONS, using such aliases as F. Morris, Sam 
Jones, Will Victor is issuing bogus certified checks drawn 
on the Bank of Toronto, Vancouver, B. C. Simmons is de- 
scribed as 32 to 35 years of age; weight, 185 pounds; dark 
complexion; wavy hair; brown eyes; wore brown suit; hat 
and overcoat. A facsimile of his handwriting is reproduced 
herewith. 
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- F. H. SIMS is reported as issuing bogus checks in Port 
Huron, Michigan. He opened an account at a member bank 
at that point with a bogus check on a Milwaukee, Wisc., bank, 
and after securing a check book set out defrauding local 
merchants. Sims rented an office in Port Huron known as 
the Sims Sales Service. We are at present unable to furnish 
his description. 


H. STRAUS, using such aliases as A. E. Browing, E. 
Herman, A. G. Sherrod, E. W. Sherrod, is reported by the 
United States National Bank, Portland, Oregon, as issuing 
bogus checks drawn on them. His last check was received 
from Boston, Mass., and he will no doubt continue his ac- 
tivities in the New England States. No description of this 
criminal is available. 


ROY H. STUTTS, known to a member bank in Amory, 
Miss., through his connection with an auditing company em- 
ployed to audit the city books, found little difficulty in se- 
curing funds on a worthless draft which he presented. He 
was last heard of in New Orleans, La., and is no doubt in 
that vicinity now. There is no description of the operator 
available. 


J. H. VAN UNGER, who is reported as selling bogus 
stock of the Wichita Joint Stock Land Bank, is operating in 
the Middle Western states with bogus checks. He is describ- 
ed as 45 years of age; 5 feet 8 inches tall; weight 190 pounds; 
stocky build; fair complexion; black hair; slightly bald; blue 
eyes; smooth shaven. 


THOMAS F. WAGGONER, alias I. Waggoner, is being 
sought by our detective agent’s Atlanta representatives for 
defrauding a member bank in Savannah, Ga., by the use of 
a worthless check. Our agents learned that other banks have 
been defrauded in a similar manner. The operator was last 
heard of in Atlanta, Ga., and he is probably operating in 
that vicinity. There is no description of Waggoner now 
available. 


DEWEY WEIL. A member bank in Santanta, Kans., 
suffered a loss by cashing a check for this party in which the 
amount had been raised. Our detective agents’ Kansas City 
representatives investigating this case, traced Weil to Topeka, 
Kans., where they were successful in locating the operator 
who was employed as a dish-washer in a cafe. Weil was 
placed under arrest to await the arrival of the Santanta 
authorities. 


EF, G. WILLIAMS. A member bank in Oakland, Calits 
was defrauded by the use of a check bearing the forged 
signature of a depositor which was cashed by this party. 
Williams was employed by the depositor for about two weeks 
as a roofer. Williams is described as being 24 years of 
age; 5 feet 7 inches in height; 155 pounds; medium com- 
plexion; dark brown hair and gray eyes. 


C. A. WINTERS was successful in securing funds from 
a member bank in San Francisco, Calif., when he presented 
a worthless check. The operator has been iv similar diffi- 
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culties. before but has always reimbursed his victims. No 
description of Winters is available at this writing, but a 
specimen of his handwriting is reproduced herewith. 


CH Matis 


ARRESTED 
NEW ACCOUNT SWINDLER ARRESTED © 


Check Operator Active on Western Coast Recognized 
through Method of Operation and Description 


Frank Lytel, better known under the alias of Charles King, 
relative to whom articles were published in the May, 1921, 
March, 1922 and September, 1922 Journal Supplements, and 
later the subject of a circular issued by the California 
Bankers Association, was arrested in San Bernardino, Calg 
on April 6, 1923, through the efforts of the sheriff’s office 
and an alert new account teller, who recognized the operator 
through his method of operation and description given in these — 
articles and the circular. 

Lytel operated extensively throughout the State of Cali- 
fornia opening new accounts with small deposits, strengthen- 
ing the accounts by depositing checks in a large amount on 
a distant bank, At times he would visit several banks in 
the same city. Before the checks had time to pass through 
the clearings, Lytel, alias King would withdraw the greater 
part of the account and disappear. 

Our agents’ representative questioned Lytel at some length 
and he finally admitted using the aliases mentioned, and made 
a full confession. 


After the operator’s arrest our agents ascertained that he 
had opened four new accounts in San Bernardino under as- 
sumed names. The operator admitted his intention of with- 
drawing the funds the following day. 

King is 35 years of age; 5 feet 6 inches tall; weighs 160- 
pounds; stocky build; fair complexion; blue eyes and blonde 
hair. 


CECIL BERKSHIRE and ORA L. McKEE were arrested 
in Glendale, Ariz. by the local authorities immediately after 
they held up a member bank in Glendale. McKee, the older 
bandit, was sentenced; the disposition of his case is published 
elsewhere in this issue. 


C. L. CLOW, alias A. J. Anderson. A party using this alias 
defrauded a member bank in Lyle, Wash., by the use of a 
check on which the amount had been raised. Our detective 
agents’ Spokane representatives, called upon to investigate this 
case, located the operator in Davenport, Wash. At first he 
denied his guilt, but upon being questioned by our agents 
confessed. 


_ offense. 


this property. 
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LEE J. FREEMAN 


LEE J. FREEMAN, alias Joseph F. DeVoe, a bogus check 
operator, was arrested in Newark, N. J., by the local authori- 
ties and will be returned to Youngstown, Ohio, for trial. 
Freeman was arrested on December 15, 1922, for a similar 
We are reproducing above, his photograph. 


MAIL BOX THIEVES ACTIVE IN NEW YORK: 
Banks in New York City are urged to use due precau- 
tion in cashing small checks bearing the genuine signa- 
ture of their customers but forged indorsements of 
payees, then second indorsements. At present we are ex- 


periencing considerable difficulty as the result of the 
robbing of mail boxes in apartment houses in the Bronx. 
The man presenting these stolen checks at the banks 
usually identifies himself by exhibiting a letter or voucher 
etc., stolen with the check. A description of the operator 
cannot be supplied at this time. 


CATHERINE K. MARTIBOY. After this party de- 
frauded a member bank in Seattle, Wash., by the use of a 
forged check our detective agents’ Seattle representatives 
traced her to Salt Lake City, Utah. Our agent’s representa- 
tives at that point located her and she was placed under arrest. 
She is at present awaiting extradition to Seattle. 


A. MARTIN was arrested in Los Angeles, Cal., on March 
29, 1923, by the local authorities charged with issuing a forged 
check. Martin admitted passing the check and is being held 
awaiting trial. 

ARCH MARTIN, after securing a mortgage on his cattle, 
swindled a member bank in Angleton, Texas, by disposing of 
Martin was located in Long Beach, Calif., 
where he was placed under arrest by the local authorities. 
Arrangements are being made to extradite the prisoner to 
Angleton. 


GEORGE C. MORELAND, alias G. C. Martin, concerning 
whom an article was published in the March, 1923, Journal 
Supplement, was arrested in West Palm Beach, Fla., on April 
9, 1923, by the local authorities, charged with issuing worth- 
less checks. 


WILLIAM MORRIS and LUTHER RAY were arrested 
on March 3, 1923, through the efforts of our detective agents’ 
Washington representatives aided by the local authorities 
after defrauding several member banks in Washington, D. C., 
by the use of forged checks. Morris admitted his guilt 


when questioned by our agents. 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 7 


S. J. NOBLE, who defrauded a member bank in Chicago, 
Ill, by the use of a forged check, was located through the 
efforts of our detective agents’ Chicago representatives and 
placed under arrest. He readily admitted the forgery to 
our agent’s. Noble is at present awaiting trial. 


WEL LPAMePOSDUES® alias EF. L,. Smith, alias He M. 
Lowery was questioned by a Philadelphia, Pa., member bank 
when he attempted to cash a bogus check, whereupon he 
left the bank. As he was running from the bank he was 
arrested by a local officer and placed under arrest. He is 
awaiting trial. 


BILL RAWLS was located in Drumright, Okla., through 
the efforts of our detective agents’ Oklahoma City representa- 
tive and placed under arrest, charged with defrauding a 
member bank in Roswell, N. Mex., by the use of a forged 
check. Rawls was returned to Roswell where he is awaiting 
trial. 


RAY LUTHER 


LUTHER RAY, whose photograph is being reproduced 
above, was again arrested through the efforts of our de- 
tective agent’s Washington representatives and the local po- 
lice on April 3, 1923, charged with issuing forged checks. 
Ray confessed to his activities when our agents confronted 
him with the facts. He is awaiting trial. 


S. E. ROBERTS, who has been operating with checks of 
the Piggly Wiggly Stores, Inc., and Chero Cola Bottling Co., 
was arrested in Atlanta, Ga., through the efforts of our de- 


tective agents’ Atlanta representatives. Roberts admitted 
his guilt when questioned by our agents. He is awaiting 
trial. 


HERBERT I. ROSS alias Bert Ross. This party de- 
frauded a member bank in Los Angeles, Calif., by the use 
of a worthless check. The operator was traced to Chicago, 
Ill, where he was arrested by the local authorities. Ar- 
rangements are being made to extradite Ross. 


JAMES REX SANDERS caused a member bank in 
Munfordville, Ky., to suffer a loss when he presented a check 
bearing the forged signature of a depositor. Our detective 
agents’ Cincinnati representatives were called upon to in- 
vestigate. They traced the operator to Monmouth, IIl., where 
our ¢gents’ Chicago representatives took up the investigation. 
They located Sanders and he was placed under arrest to await 
extradition to Munfordville. 
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REMOVED 
FORGERS, ETC. 


Erickson, Emil Howard—1 to 14 years, California State 
Prison, San Quentin, Calif. 

Jacques Andrew S.—1 to 10 years, 
Prison, San Quentin, Calif. 

McDowell, Willis—2 years, Oklahoma State Penitentiary, 
McAlester, Okla. 

Maxwell, A. A—2 years, probation. 

Maxwell, Ernest—2 years, probation. 

Miller, Arlie Lee—Case dismissed. 

Miller, William A.—2 years, Oregon State Penitentiary, 
Salem, Ore. 

Nelson, A. R—2 years, Oregon State Penitentiary, Salem, 


California State 


Ore. eee 
%. Phoenix, Ariz, 


‘ 
“¢ 


Palmer, Ray C.—Released, restitution effected. 

Ray, Luther—Released. 

Revera, Lewis—Case dismissed. 

Roy, George J—90 days, Raymond Street Jail, Brooklyn, 
NoYes 

Thomas, J. T.—2 to 4 years, Louisiana State Pencniae: 
Baton Rouge, La. 

Ullem, Dan—Case dismissed. 

Walsh, Mary—15 days, City Jail, Portland, Ore. 

Westbrook, V. O.—6 months, County Jail, Oakland, Calif. 
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BURGLARS AND HOLD-UP ROBBERS. 


Burke, George—Acquitted. 

Carlson, Edwin—Indeterminate sentence, Minnesota State 
Penitentiary, Stillwater, Minn. 

Carroll, Jack—Indeterminate sentence, Minnesota State 
Penitentiary, Stillwater, Minn. 

Evans, Robert—25 years, Missouri State Penitentiary, 
Jefferson City, Mo. 

Haas, Frederick—Acquitted. 

Lindberg, Alfred—Minnesota State Penitentiary, Still- 
water, Minn. 

Lyons, James T.—10 years, State Prison, Lansing, Kans, 

McConnell, Ray—Minnesota State Penitentiary, Stillwater, 
Minn. 

McKee, Ora L.—6 to 9 years, Arizona State Penitentiary, 
vat Rucker; “Exwin—Released. 
Rucker, -George—Released. 
~ Ryan, Martin-25 years, 
Jefferson City, Mo. 

Ryder, Ray—Acquitted. 

Shansey, Charles—Life Sentence, Minnesota State Peni- 


Missouri State Penitentiary, 


tentiary, Stillwater, Minn. 
Sumpter Buster—Released. 
Williams, Charles—15 years. State Prison, Lansing, Kans. 


STATISTICS OF THE PROTECTIVE DEPARTMENT 
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Gold and Silver Hit by High Cost 


By REUBEN A. LEWIS, Jr. 


Gold Mining Industry Suffers from the Effects of Inflation. Gold 
the One Commodity for Which the Government Fixes a Price Has 
Stood at $20.67 per Ounce While the Cost of Its Production Has 
Increased Since 1915. Readjustment in Price of Silver Is Coming 


HE gold and silver question 

is again before the country. 

This time it is not accom- 
panied by the thrum of political 
tom-toms with the cry of free sil- 
ver, a 16 to 1 ratio or the demand 
for bimetalism, although a Congres- 
sional committee has formally 
launched an inquiry into the prob- 
lems confronting the fine metals 
mining industry. The investigation 


was ordered by the Senate during. 


the waning hours of the last session 
because it was recognized that the 
pulse of gold was beating weakly 
while there was every reason to be- 
lieve that silver now artificially stim- 
ulated by purchases at $1 an ounce, 
would suffer a collapse when the 
Treasury ended its buying and the 
producers had to offer their output 
on the vastly lower international 
market. 


The Senate Committee 


What can be done to aid this twin 
industry ? 

The Senate committee, headed by 
Tasker L. Oddie, of Nevada, and 
composed of Frank R. Gooding, of 
Idaho, Thomas Sterling, of South 
Dakota, Thomas J. Walsh of Mon- 
tana, and Key Pittman, of Nevada, 
hopes to submit its answer to this 
question when Congress reconvenes 


next December. How broad the 
scope of the inquiry will be may be 
indicated by the fact that the Sen- 
ate’s resolution creating the com- 
mission directed it to study and 
report by the first of next year, 
upon: 


Lines of Study 


1. The causes of the continuing 
decrease in the production of gold 
and silver. 

2. The causes of the depressed 
condition of the gold and silver min- 
ing industry in the United States. 

3. The production, reduction, re- 
fining, transportation, marketing, 
sale, and uses of gold and silver in 
the United States and elsewhere. 

4. The effect of the decreased 
production of gold and silver upon 
commerce, industry, exchange and 
prices. 

“We propose to do for mining’ 
what the Joint Congressional Agri- 
cultural Commission did for agri- 
culture,’ Senator Oddie commented, 
in explaining that a comprehensive 
investigation would be made to get 
all of the facts that might serve as 
the basis for legislation. 

Paradoxically, the predicament 
of gold is the result of inflation. 
Gold mining no longer pays. As 
the one commodity for which the 
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Government fixes a price, gold has 
stood at $20.67 per ounce while its 
cost of production has almost stead- 
ily mounted since 1915. Confronted 
by this inflexible price that admits 
of no compensation for the swell- 
ing expenditures, a majority of the 
producers of gold have bowed in 
recognition of this remarkable sit- 
uation and have shut down their 
mines. ‘The mines that added $101,- 
000,000 to the wealth of the world 
in 1915 had barely more than half 
this output in 1922, when the pro- 
duction shrunk to $49,000,000. 


Bounty of Gold? 


Will the public, which the gold 
producers claim profit greatly 
through the adoption of gold as the 
monetary unit, be asked to pay for 
the inequities arising from Govern- 
ment price fixation by granting a 
bounty for the newly produced 
metal? Can means be applied to 
limit inflation and thereby prevent 
the higher cost of production? It 
appears that the solution for the 
problem of the gold mining indus- 
try lies along these two lines, for, 
beyond that, the commiission sees 
little hope of bringing about a favor- 
able change in conditions. 

Silver is in a vastly different 
position and soon to undergo what 
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Silver Mining Camp, Nevada 


is expected to be the most drastic 
readjustment in price, with the last 
of the purchases under the Pittman 
Act. 

This law, it will be recalled, was 
passed in 1918 to help Great Britain 
stem a monetary crisis in India, 
where silver was urgently required 
to redeem paper rupees that has 
been issued, and to meet trade bal- 
ances. India was in such a state 
of unrest that her allegiance to Eng- 
land was generally threatened. Had 
she not found silver to meet the 
demand of the Indians, grave con- 
sequences were foreseen. The 
United States had the only large 
available stock of silver and the 
Indian episode led to the melting 
down of more than 300,000,000 sil- 
ver dollars into 198,000,000 ounces 
and their sale to the British through 
the enactment of the Pittman Act, 
which provided that the money re- 
ceived from England should be re- 
invested in silver produced in the 
United States at $1 an ounce to re- 
build the reserve. The Act was in 
this way a tri-partite arrangement 
because the producers were called 
into conference before the price of 
$1 an ounce was fixed by Congress. 

The Director of the Mint has 
estimated that the last purchases 
under the act will be made about 
July 1. Inasmuch as the open mar- 
ket price ranges around 62 cents, 
it is apparent that there will be a 
tremendous drop in the price at 
which the. silver mines may market 
their production and it is equally 
as plain that throwing 50,000,000 
ounces, hitherto absorbed by the 
Treasury, on the market will tend to 


enlarge the supply and further de- 
press prices. The serious aspect of 
the situation is reflected in the state- 
ments of mine operators that silver 
cannot be produced for less than 
80 cents an ounce. 

The preliminary investigations 
made by the Senate commission 
have indicated to it that relief for 
the silver industry lies along two 
lines. Either a higher price must 
be obtained through enlarging the 
use of silver in the monetary sys- 
tems and through checking the 
widespreading movement of debas- 
ing subsidiary coinage, or the pro- 
ducers, through a change in their 
marketing methods, must create a 
situation where the price can be 
raised through a more orderly sell- 
ing plan. 


Price Fixed Daily 


It is widely admitted that the 
price of silver is fixed daily in Lon- 
don by four brokers, who act with- 
out consulting the producers. This 
is said to be due to the fact that 
London, as the principal financial 
center of the world, acts as a clear- 
ing house through which the balance 
of trade is adjusted. Inasmuch as 
the demand governing the price of 
silver is that which arises from its 
use as a money metal, this is not 
affected so much by the volume of 
current production as by the waves 
of prosperity or adversity that 
sweep over the people in all parts 
of the world. “Inasmuch as the 
volume of trade between China, 
India and the balance of the Orient 
on the one hand and the other Brit- 
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ish possessions on the other greatly 
exceeds their respective trade bal- 
ances with the rest of the world, 
and, moreover, as this trade is 
financed and the balances adjusted 
between these essentially silver us- 
ing countries and those whose cur- 
rency is based upon the gold stand- 
ard through the medium of the 
great Anglo-Eastern banks with 
headquarters in London, it is ap- 
parent why. that center has such a 
predominating influence on the sit- 
uation,’ C. F. Kelly, of the Ana- 
conda Cooper Mining Company, 
told the commission. “In ordinary 
times, since the repeal of the Sher- 
man law and prior to the disturb- 
ance of the late war, every ounce 
of silver produced in the world 
was sold on the basis of a London 
quotation, as was also the purchase 
of every ton of silver ore by custom 
smelters throughout the United 
States.” 


Co-operative Marketing 


At this time, the hope of obtain- 
ing higher prices through the 
co-operative efforts of the pro- 
ducers has led to the announcement 
by Senator Oddie that he will call 
a meeting of the silver producers 
of North and South America at 
Reno during the summer to see if 
the co-operative marketing plan, 
which promises to be the salvation 
of the farmers, cannot be made the 
medium of saving the mining in- 
dustry. 

“The two Americas produce ap- 
proximately 90 per cent. of the 
world’s silver, while the principal 
consumers are in Asia and Eur- 
ope,” Senator Oddie remarked. 
“Under present marketing condi- 
tions, the silver producers of the 
two Americas are unorganized and 
are, therefore, forced to sell their 
bullion when it is produced, thus 
competing with each other in the 
market. The consumer, on the other 
hand, through the London brokers 
and under the authority of the Bank 
of England, taking advantage of the 
situation, fix the price. Marketing 
associations to dispose of agricul- 
tural products have been organized 
in this country and are operating 
very successfully to protect the in- 
terests of the producers. The ex- 
perience which had been gained in 
the field of marketing agricultural 
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products indicates that the best re- 


sults are obtained when a single 
product is handled by a single 


organization, thus enabling that or- 
_ ganization to concentrate its atten- 


tion upon the world-wide market 
conditions. Hence a silver export 


association, through which the entire 
_ silver production of the two Amer- 


icas could be marketed, would secure 
the best results.” 


Silver Export Corporation 


It is contended that the silver 
producers might form an export 
corporation under the Webb-Pome- 
rene Act, in such a manner as the 
copper interests acted, despite the 
advice of some in the industry that 
the capital requirements of such a 
corporation would make it imprac- 
ticable. Those who take a dark view 
of the venture, however, are out- 
numbered and it seems to be de- 
finitely foreshadowed that a co- 
operative marketing movement will 
crystalize out of the studies that are 
to be made. 


With the end of the war, there 
came a striking change in the use of 
silver in subsidiary coinage. ‘There 
was an. absolute stoppage of the 
coinage by the so-called bankrupt 
nations, which readily substituted 
the prolific printing presses, while 
others followed the example of 
Great Britain and debased their cur- 
rencies. ‘This movement spread like 
wildfire and, when the paper marks, 
rubles and kronen flooded the coun- 
tries, the money of intrinsic value 
naturally disappeared from circula- 
tion. When it is considered that 
normally half of the world’s pro- 
duction of silver goes into money 
and the other half into the arts, the 
effect of this movement upon the 
silver outlook may be appreciated. 
All of the nations of Europe which 
were actually engaged in the war 
stopped the coinage of silver. 
Sweden, Norway, and Denmark 
abolished silver coin for all fractions 
of the krone, substituting an alloy 
of nickel and copper in lieu of the 
fine metal. The act of England, 
which since the days of Queen 
Elizabeth had coined a vast amount 
of subsidiary silver that ran as high 
as 20,000,000 ounces annually, in 
debasing her coins from 925 to 500 
fine, was speedily and even unex- 


| Pectedly followed by other nations. 
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Mill and Failings Dump, Arizona Gold Mine 


Peru, a silver producing country, 
debased her currency: Argentina 
followed suit. Even Mexico, rank- 
ing first in silver output, tempo- 
rarily stopped the coinage of silver 
and witnessed a debate on debase- 
ment. ‘The movement in the direc- 
tion of token money has deeply dis- 
turbed the silver interests and the 
question that confronts the commis- 
sion is to restore the world to nor- 
malcy in this respect, if it can. 


Foreign Currencies 


“The commission is now investi- 
gating what has taken place in this 
regard,” said Senator Oddie “with 
a view of rendering every assistance 
in pointing out the advantages 
which will occur in restoring nor- 
mality to silver currencies through- 
out the world. pe 


“Since-the armistice it has be- 


come very apparent that the entire 


prosperity of our country is more 
gravely dependent upon our export 
trade than has been previously sup- 
posed. European currencies have 
become greatly depreciated in value 
as their paper currencies have ex- 
panded, and their gold and silver 
reserves have diminished, thus de- 
creasing their power to buy the 
products of the United States. It 
is obvious that this purchasing 
power in our market can be increas- 
ed largely through the betterment 
of foreign currencies, which will 
be met if they decrease the volume 
of their paper currencies and in- 
crease their gold and silver reserves, 
thus restoring their pre-war parity. 

“The ability of Europe to buy our 
products will enable her to build a 


solid and sttrre foundation for per- 
manently increasing her output in 
every line. As a creditor nation, 
we should exert our influence in 
urging upon the countries of Europe 
the importance of improving their 
currencies. In no way can we bet- 
ter insure the foreign consumption 
of our own products than by mak- 
ing Europe see the great advantages 
which will inevitably follow a suc- 
cessful effort on her part to improve 
the purchasing power. of her de- 
preciated currencies.” 

Thus it is hoped that the nations 
now afflicted by the paper curren- 
cies will include in their formula 
for recuperation the use of silver in 
the fractional coins, at least. ‘The 
case of Mexico has been cited:as an 
example that the European nations 
may well follow. During the Mexi- 
can revolution in 1912, Villa, Car- 
ranza and other chiefs issued paper 
money until Mexico was alive with 
their currencies. When the natives 
refuséd to take any more of this fiat 
money, Carranza found it was ad- 
visable to put out hard money before 
he could win the favor of anyone. 


» Not having enough gold, the Mexi- 


can leader resorted to. silver and 
eventually Mexico returned to the 
gold basis. It is known that some 
of the silver producers think Russia, 


May Come ‘to Silver 


Germany and other European coun- 
tries, whose currencies have depre- 
ciated so greatly, will come to silver 
when they try to reestablish a sound 
currency. The suggestion has been 


made that the co-operation of Great 


Britain should be sought by urging 
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the British government to cease 
pushing the paper rupee in India 
and allowing silver to circulate in 
India as freely as ever. The possi- 
bility of Great Britain restoring the 
fineness of her subsidiary coinage 
is looked upon with some hope. 
However, Congress refused to sanc- 
tion the creation of a joint commis- 
sion that would be empowered to 
hold conversations with foreign na- 
tions looking to the enlarged use of 
silver in their currencies and it 
would be totally unexpected if the 
Senate commission did more than 
report as to the possibilities that 
rested in this direction. 


During the hearings that preceded 
the creation of the Senate commis- 
sion, however, the hope of Euro- 
pean countries rehabilitating their 
currencies by a considerable use of 
silver was dimmed somewhat by the 
testimony of Professor Jeremiah W. 
Jenks, of New York University, 
who was a member of the interna- 
tional commission invited by the 
German Government to work out a 
plan for the stabilization of the 
currency. 

“In all of these countries it is 
expected that their paper currencies 
will first be given a fixed value in 
terms of gold and such value will be 
maintained within very narrow 
limits of fluctuation, probably not 
more than 1 or 2 per cent.,” he said. 
“After their present paper curren- 
cies have been thus stabilized a suffi- 
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cient length of time so that the peo- 
ple have become again accustomed 
to measuring the values of their 
products in the terms of gold, the 
Governments will proceed to estab- 
lish a new monetary unit.” As re- 
gards minor coins, Professor Jenks 
said the countries “probably would 
prefer the cheapest available metal 
which would do the work effectively, 
would maintain its appearance and 
have the requisite durability.” So 
far as the experience of the world 
seems to have justified the belief 
that silver is the best metal adapted 
for that purpose, it will be em- 
ployed,” he said. 


While it appears that the investi- 
gations will concentrate on these 
phases, the inquiry will follow the 
broadest scope. Here are the stud- 
ies which the commission had tenta- 
tively determined to make in May: 


_ Ascertain changes which have occurred 
in gold and silver currency and gold and 
silver reserves of all countries. 


Determine changes in the ratios of 
gold and silver reserves to paper cur- 
rencies in all countries since 1914. 


Ascertain the monetary laws which 
have been enacted since 1914 and their 
effect on the demand for gold and silver 
for currency and reserve purposes. 

Analyze exchange rates to determine 
the effect of inflation and diminishing 
gold and silver reserves on the exchange 
values of foreign countries. 


Means of improving foreign curren- 
cies by increasing gold and silver re- 


S€Lves;, a: 
Ascertain effect of fluctuating and de- 
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preciated foreign currencies upon our ex- 
port trade. 

Ascertain the relation of the price of 
silver to the price of wheat and cotton 
and all principal products exported to 
Oriental countries. 

Ascertain the direct or indirect benefits 
to England arising from her control of 
the price of silver. 

Ascertain the cost, availability, and 
time limit of private credit to silver pro- 
ducers against bullion collateral. 

Ascertain the relation of transporta- 
tion cost to costs of production, smelting 
cost, and sale price. 

Investigate other means of remedying 
gold and silver problems, such as the 
possibility of limiting inflation, and there- 
by preventing the higher cost of pro- 
duction. 

What are the possibilities of deflation, 
with attendant reduction of production 
costs? 

Determine the present cost of gold and 
silver production as compared with 1915. 

Determine the condition of gold and 
silver mining industry, the extent and 
volume of ore reserves here and abroad, 
and the possibilities of expanding re- 
serves either by development or by new 
discoveries. 

Draft proper legislation for incorpora- 
tion in report and recommendations to 


the Senate. 


The technical work of the inves- 
tigation is to be directed by H. N. 
Lawrie, a mining engineer and eco- 
nomist, who was appointed to the 
position of assistant to the commis- 
sion on May 8. Formerly managing 
director of the American Gold and 
Mining Institute, Mr. Lawrie has 
had wide experience. 


“For Sound Money” 


Senator Oddie, chosen to succeed 
the late Senator Nicholson, of Colo- 
rado, as chairman of the commis- 
sion, has a practical knowledge of 
tlie problems of gold and silver min- 
ing for the Senator was at one time 
a partner of the famous Jim Butler, 
who discovered the great gold and 
silver camp at Tonopah in 1899 and, 
for five years, was manager of the 
original properties. 

Fear that the group of western 
Senators in their zeal to aid the 
cause of silver might launch an un- 
sound money wave has been allayed 
at the outset by the chairman’s re- 
assuring statements. 


“I am for sound money,” Sena- 
tor Oddie said, with emphasis. 
“There is no thought of bimetalism 
or departing from the gold standard. 
We desire to help the great mining 
industry, but not through the crea- 
tion of an unsound currency.” 


How Re-Discount Rates Are Made 


By H. PARKER WILLIS 


Formerly Secretary of the Federal Reserve Board 


Provisions of the Act Relate Only to the Mechanism of the Pro- 
cess—Federal Reserve Banks Recommend the Rates but Board 
May Veto. Many Theories Largely in Conflict with One Another. 
Bank of England Plan. Changes Preceded by Detailed Study. 


ITHIN the past few weeks, 

\ \ there has been an urgent de- 

mand from bankers in many 

parts of the country for a plain 
statement from the Federal Reserve 
System as to how discount rates 
are made. They want to know the 
principles which have guided the 
Board in the fixing of rates and 
which have controlled the banks in 
originating them. No such state- 
ment has even been made, for while 
both the Board and the banks have 
from time to time issued many state- 
ments on the question of discount 
rates, and have often defended 
either “high” or “low” rates, they 
have never yet given a description 
of the methods employed in formu- 
lating rates or the considerations 
which are regarded as_ properly 
leading to a change when once 
rates have been established. Prob- 
ably the reason no such statement 
has been made is that none can be. 


Provisions of the Law 


The provisions of the Federal Re- 
serve Act on this subject are very 
clear, but they relate only to the 
mechanism of the discount process, 
They provide that the directorates 
of Federal Reserve Banks shall 
originate or initiate the rates, re- 
porting the results of their findings 
to the Reserve Board with a recom- 
mendation that such rates be made 
effective. The Board then has the 
power to decline to put into effect 
such rates, or in other words may 
veto the recommendations of the 
banks. It is clear that this is an ex- 
tremely important authority, inas- 
much as it would follow that in the 
everit of a veto, the banks would 
either be left without rates and so 
perhaps unable to do business, or 
else would have to continue doing 
business at the former rates. The 


Act is not clear as to which of these 

conditions would follow a veto on 
the part of the Federal Reserve 
Board, but in practice the banks 
when their recommendations have 
been refused have simply continued 
discounting on the former basis un- 
til such time as new rates could be 
agreed upon. Very early in the 
Board’s history, it adopted a rule 
requiring reserve banks to report 
rate recommendations weekly, no 
matter whether they wanted a 
change or not. The effect of this 
policy was to give the Board every 
week a chance to decline to confirm 
or continue the existing rates, in 
which case of course there was a 
possibility that it might have to di- 
rect a recalcitrant reserve bank to 
cease discounting entirely. Thus by 
an indirect process the Board really 
assumed a power in the fixing of 
rates very much greater than the 
law had originally contemplated. 
It is true that this power is usually 
held in reserve; and that the weekly 
recommendation as to discount rates 
sometimes drops into abeyance or 
may amount .to nothing for long 
periods; but, at critical times, the 
plan just outlined gives the Board 
substantial control over the whole 
situation. 


How Rates Are Established 


In practice, when the time comes 
for consideration of a change in dis- 
count rates, the decision is reached 
by a more or less informal method 
in the first place. Usually, the 
subject is discussed at meetings of 
the governors of reserve banks, or 
of the Advisory Council, or both, 
and a general understanding is ar- 
rived at as to the necessity of a 
change, with tentative agreement as 
to what it should be. Whether this 
process has first been carried 
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through or not, the Board may at” 
any time take the matter up with a 
given bank, whose rates it desires to 
change or may suggest to all of 
them the desirability of changing 
their rates. In many cases, such a 
suggestion is immediately acted up- 
on by the local boards of directors, 
with the result that the Board ulti- 
mately receives a recommendation 
which has really originated with 
itself. In other cases, the board of 
a given bank decides on changes of 
rates and then takes them up in- 
formally with the Federal Reserve 
Board. The latter body having 
agreed informally to the recommen- 
dation, it is then formally made and 
ratified. Meanwhile, the Board may 
have called to the attention of other 
banks the fact that such a change 
is in prospect, and they may have 
harmonized their rates with those 
of the bank making the first change. 
Occasionally, the Board may wait 
until the new rates are in effect at 
the bank which originated them, or 
perhaps at a small group of Reserve 
Banks which have simultaneously 
put them into effect, and may then 
notify other Reserve Banks, leaving 
them to make such changes as they 
think fit, or perhaps urging them to 
harmonize their own rates one with 
another, or to adapt them to the 
new schedule accepted by the bank 
or banks which have taken the ini- 
tiative as just described. In this 
way a fairly harmonious and consis- 
tent rate structure is maintained. 


Theory of Rates 


All this, however, says nothing 
as to the considerations which have 
moved the Board or the banks to 
initiate or consider changes of rates 
in the first place. Question has of- 
ten been asked whether the Reserve 
System has any definite theory of 
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rates. The answer to be made is 
that it has many such theories, and 
that they are largely in conflict with 
one another. Indeed there is 
scarcely a theory of central bank 
rate-making which cannot be found 
in the writings or publications of 
the Board, or in the statements of 
the officers of Reserve Banks. For a 
long time, the theory which seemed 
to be dominant was that the reserve 
bank rate should, as in England, 
“lead the market’’—that is to say it 
should be higher than the rate pre- 
vailing in the market at the time. 
Of course, the trouble with this was 
that the Bank of England has two 
rates, its “private” and its “public” 
rate, while the Reserve System has 
only one which is required to be uni- 
form to all persons. That in itself 
naturally makes a great difference 
with respect to the general method 
of rate making. Moreover, the Bank 
of England deals with firms and in- 
dividuals, whereas the Reserve Bank 
deals only with banks (and with the 
Government). Again the question 
what the “market” rate from which 
the reserve rate is to be measured 
shall be considered is not an easy 
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one, inasmuch as we have no es- 


tablished discount market in. the 
United States such as there is in 
England. The local rate on “com- 
mercial paper” perhaps comes clos- 
est to the market rate in England, 
although some have believed that 
the rate prevailing for acceptances is 
a better comparison. But the latter 
of course is largely artificial in the 
United States, due to the difficult 
character of the period of develop- 
ment through which the acceptance 
system ha’s had to pass. 


Theory vs. Practice 


Whatever may be thought of this 
theory in the Reserve System, the 
fact remains that its policy has 
never squared with any theory or 
been consistent with itself. Most 
of the time since the organization 
of the System, the reserve bank 
rate has been well below the market 
rate on commercial paper, and con- 
siderably below the rate charged by 
member banks for “line-of-credit” 
loans to customers. This has meant 
that the Reserve System practically 
offered an inducement to the cus- 
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tomer bank to make money by re- 
discounting with it. Of course, this 
inducement was not effective until 
the customer bank was “loaned up.” 
Such a bank would rather go on 
lending out of its own resources 
than to rediscount at any price. But 
when it was well “loaned up,” the 


‘obvious dictate of profit was to dis- 


count as much paper as it could, 
since it was able to pare off a tom- 
mission upon every item of paper 
so discounted. Of course this was 
a most injurious factor in the situa- 
tion at critical moments of inflation, 
and at such times has occasionally 
led to a shifting of Reserve Bank 
rates in order to discourage further 
discounting, ‘This is what happened 
during 1920, the advances in rates 
which were then made _ being in- 
tended to protect the resources of 
the banks against exploitation by 
members who were making what 
money they could by “feeding out’ 
to customers the credit granted them, 
at a figure higher than what they 
had to pay the Reserve Banks. 
Working on the basis of experience, 
then, we may say that while prob- 
ably the majority of Reserve Bank- 
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‘ers have been disposed in the ab- 
‘stract to accept the Bank of Eng- 
and’s plan of “leading the market,” 
‘they have been extremely slack in 
applying such a theory in practice, 
and have usually raised rates only 
when it was necessary actually to 
protect the Reserve Bank itself from 
a condition which might drive its 
reserve ratio below the legal level. 


Getting Ready for Rate Changes 


In actual practice, rate changes 


are always preceded by detailed 
studies of conditions. 


These studies 
have in many cases borne upon the 


question of volume of production, 


as well as upon that of volume of 


-member bank loans. The notion in 


the minds of some officers of Re- 
serve Banks, as well as of members 
of the Board, has apparently been 
that it was desirable to expand the 
amount of “credit” in the commu- 
nity, as long as such expansion re- 
sulted in a corresponding or greater 
expansion of the output of consum- 
able commodities. When it ex- 
ceeded or outran such output, ac- 
cording to them, the result of fur- 
ther increase in credit was simply to 
advance prices without enlarging 
production, and hence the time had 
come to raise discount rates. With 
this in mind, studies have usually 
been made of the volume of com- 
modities in warehouse, the purpose 
being to form an opinion as to 
whether speculation was rampant or 
was relying upon bank credit for 
the purpose of “carrying” commodi- 
ties. The thought here has been 
that, if commodities were being car- 
ried for speculative purposes, credit 
should be refused or curtailed. In 
this matter of course, the difficulty 
has lain in the fact that farming in- 


terests have had a different idea 


as to how long the process of “or- 
derly marketing” should be, so that 


there has been constant controversy 


as to whether credit granted for the 


| purpose of carrying products was in 


fact “speculative” or not. Never- 
theless a good deal of attention 


_ has always been paid to the ques- 


tion of warehousing and 


“carry- 
over.” Great difference of opinion 
has existed with respect to the re- 
lation of prices to reserve credit, 
and two parties have usually existed 
within the Federal Reserve Board 
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and the banks, one maintaining that 
reserve bank credit tended to ad- 
vance prices or to reduce them, ac- 
cording as it expanded or con- 
tracted, while the other has held 
that there was no relation between 
prices and reserve credits. Thus 
the scientific price studies made by 
and for the Board have in fact usu- 
ally had very little direct effect upon 
its policies. 


The Price Issue 


It is this same price question 
which has perhaps been more 
troublesome to the Board than any- 
thing else in working out a dis- 
count policy. The general rank and 
file of economists are convinced that 
the volume of bank credit in exist- 
ence has a very important effect 
upon prices, although some of them 
say that this effect is entirely of the 
short term variety, and does not 
alter the underlying current or 
trend of values. “All, however, 
seem to admit that there is an inti- 
mate relationship of some kind be- 
tween credit volume and price levels. 
This has always caused uneasiness 
to those elements in the Reserve 
System who were inclined to the be- 
lief that there was no such relation- 


‘ship or at least who liked to think 


so. At all events the price proposi- 
tion became practically serious when 
the farm bloc and the agricultural 
element generally formed the opin- 
ion that by having plenty of farm 
credit with which “to carry” farm 
products they could succeed in sus- 
taining values at levels a good 
deal higher than otherwise. The 
Board or a large section of it then 
became definitely convinced that to 
regard itself as vested with the 
power of influencing or affecting 
prices was to lay up a great deal of 
future trouble. From that time for- 
ward, the discussion of prices has 
been pretty largely ruled out of its 
publications, although until then 
there had been ample opportunity 
for the discussion of price theories 
and their relation to discount rates. 
In various reports and elsewhere, 
can be found the thought that when 
prices are high and rising, discount 
rates should be advanced; while 
when they are low or falling, dis- 
count rates should be lowered. 
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Materials for Theory of Rates 


About. the best that can be said 
of the work of the Federal Reserve 
System thus far is that it affords 
materials for a theory of rates and 
rate-making which may sometime 
assume a coherent shape, or be put 
into a form which will admit of 
adherence to some fixed principle. 


_In a general way, however, the fol- 


lowing factors or conditions have 
had and still have a certain amount 
of influence in bringing about ad- 
vances of rates on the part of the 
Federal Reserve System: 

1. High and rising prices. 

2. Overstocking or accumula- 
tion of goods without cor- 
responding sale. 

3. Expansion of member bank 
credits at a rapid rate, par- 
ticularly when such expan- 
sion resulted in the reflection 
of such increase of demand 
FOUMMCcrediEmeintoy . Keserve 
Banks. 

4, Expansion of Reserve Bank 
lendings with the result that 
in some cases the ratio ap- 
proached the legal limit. 

5. Obvious tendency to use 
credit for purely speculative 
purposes or for hoarding. 

On the other hand, conditions the 
opposite of these have tended to re- 
duce rates or to keep them low, as 
the case might be. Of the factors 
enumerated, those which have had 
the most direct influence in bringing 
about a revision of policy have been 
numbers 4 and 5—the expansion of 
Reserve Bank lendings and the tend- 
ency to use credit for speculative 
purposes. Numbers 1, 2 and 3 have 
had a contributory influence which 
has operated either way according 
as they were viewed from a positive 
or negative standpoint. 


Criticism of Theory 


The main criticism upon the rate 
theories of the Reserve System is 
that they do not really exist as re- 
cognized actualities or are so nebul- 
ous and contradictory that they have 
no genuine position or status. In 
fact they have represented only tend- 
encies. or ideas, considerations of ex- 
pediency coming in to determine 
whether one factor or another shall 
be given an important influence. 
Perhaps the most serious criticism 
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upon the theoretical aspect of the 
Board’s rate work is found in the 
fact that so much inconsistency has 
always been shown in it, officials 
often differing among themselves 
even at a public hearing with re- 
gard to fundamentals; or perhaps in 
the same report with respect to the 
question what factors should or did 
cause an advance of rates or a re- 
duction as the case might be. The 
nominal attempt to adopt the Brit- 


The 


T is an unnecessarily fatalistic 
attitude toward business to as- 
sume that a period of prosper- 

ity must inevitably give way to se- 
vere depression. We are in the 
midst of sound prosperity. We 
have in our own hands the means 
to maintain a strong prosperous 
course of business activity indefi- 
nitely. To make prosperity perma- 
nent is the paramount duty of Amer- 
ican bankers, business men and 
working men. They can do it with 


better economic team-work. They’ 


cannot do it otherwise. 

Better self-control and _ better 
team-work in business will so mod- 
ify the human factor among the 
controlling forces that produce bus- 
iness ups and downs that the ex- 
tremes of over-done booms and 
disheartening depressions will be 
avoided. 

The Federal Reserve System has 
gone far toward saving business 
from the effects of recklessness on 
one hand, and panicky fears on the 
other, in the use of the nation’s 
credit resources that have character- 
ized business in the past. It has 
brought better team-work to bank- 
ing so that it can render better 
service to business. 

But the Federal Reserve System 
is not enough. We need still great- 
er team-work in all aspects of the 
inter-relations of men in business. 
We must have team-work that re- 
cognizes the fact that business is 
service. The old days of “business 
is business” are passed. Only that 
business will endure which renders 


ish theory of leading the market has 
been entirely unsuccessful, partly 
because of differences in conditions 
between England and the United 
States which were never fully real- 
ized by those in charge of the sys- 
tem; and partly because of a lack 
of absolute courage to apply an ab- 
stract theory in the face of hostile 
criticism or effort to control the 
policies of the Board in the interest 
of such administration that happened 


to be in office. Altogether, the out- 
side banker who wishes to form a 
conclusion as to the probabilities of 
an advance or decline in rediscount 
rates in the present or future can 
only review the various influential 
or contributory factors already 
enumerated in this survey and then 
reach a conclusion based on his gen- 
eral information as to what factors 
political conditions will allow. to op- 
erate or will prevent from operating. 


New Spirit in Business 


By JOHN H. PUELICHER 


President American Bankers Association 


a real public service. Only that 
business is sound which administers 
to real human needs, comforts and 
progress. The most conspicuous 
part of a reaction is the crashing to 
earth of business based on selfish 
speculation, on exploitation of pub- 
lic emergencies, on over-trading and 
on stimulation of abnormal activity 
in many lines beyond the point of 
rendering real service. 

Again, we must have team-work 
that recognizes that everyone who 
participates in the production, prep- 
aration and transportation of goods 
is entitled to a fair return for his 
effort, and no more 

Team-work demands that each 
recognize the value of the others’ 
shares. This means that labor be 


Short Measure Money 


Team-work demands recogni- 
tion of the public sanctity of 
sound, of honest, money. It is 
a crime to short measure a pur- 
chaser of goods by putting a 
false base in a standard bushel 
basket so that he will get less 
than he pays for. It would be 
equally a crime to replace the 
sound gold base of our money 
with something of a less stand- 
ard value in the interest of one 
class as against another, so that 
those who must accept money 
for their goods and _ services 
must accept less real value than 
they are entitled to receive. 
That is what has been done in 
Russia and Germany. That is 
what some seek to do in the 
United States of America. 


paid a fair wage, that capital be 
allowed to earn a fair profit. 
When any element attempts to take 
advantage of conditions to get more 
than its share it tends to throw the 
price structure out of true and weak- 
ens the whole business fabric. 

Again, team-work demands re- 
cognition of the public sanctity of 
sound, of honest, money. It is a 
crime to short measure a purchaser 
of goods by putting a false base in 
a standard bushel basket so that he 
will get less than he pays for. It 
would be equally a crime to replace 
the sound gold base of our money 
with something of a less standard 
value in the interest of one class as 
against another, so that those who 
must accept money for their goods 
and services must accept less real 
value than they are entitled to re- 
ceive. That is what has been done 
in Russia and Germany. ‘That is 
what some seek to do in the United 
States of America. 

I do not say that we will free 
ourselves from the grip of the busi- 
ness cycle. But I do say that it is 
our own fault if we do not bring 
about better codrdination of effort. 
We can do it by means of real team- 
work and reciprocal service that will 
avoid the extremes of artificial busi- 
ness booms and their resultant deep 
reactions. I know of no finer serv- 
ice for business men and working 
men to render the nation than to 
maintain this splendid prosperity of 
1923 indefinitely as it undoubtedly 
lies in their hands to do to-day by 
means of real team-work. 


Lumber Financing in Washington 


By HOWARD H. PRESTON and GEORGE W. McCUSH 


The Predominating Industry of the State. 
Everybody Prospers. 


When It Prospers 
Ownership of Forests Is Concentrated. 


Bank Methods Peculiar to the Industry. Five Branches of the 
Business. Distribution, Including a Great Export Business. 


ASHINGTON leads all the 

\ \ states in lumber production. 

She has held this position, 
the exception of a single year, 
since 1905 when she attained first 
rank. ‘Twenty-five years previous 
to that time she was outranked by 
twenty-nine other states. It is to the 
west, therefore, that the nation has 
turned during the past two decades 
for the supply of lumber. Practic- 
ally one-half of the remaining saw 
timber of the United States rests up- 
on the slopes of the Pacific Coast, 
Oregon leading with 440,000,000,- 
000. feet while Washington has 
about 300,000,000,000. Conserva- 
tively estimated the standing timber 
at Oregon and Washington is worth 
$1,000,000,000 and when converted 
into lumber will be worth about 
$15,000,000,000. 

Washington produced 4,603,123,- 
000 feet of lumber in 1918 and her 
present annual cut is conservatively 
estimated to be 5,000,000,000 feet. 
She ships lumber to practically 
every section of the United States 
and to scores of foreign nations. 
In 1922 Washington shipped to 
Australia, Central America, China, 
Cuba, India, Japan, Mexico, New 
Zealand, South America, South Sea 
Islands, the United Kingdom, and 


‘the Continent of Europe a total of 


579,148,247 feet. 


The lumber business is the pre- 
dominating industry of the state and 
when it prospers everybody is pros- 
perous. Its financial problems oc- 
cupy a large place in the mind of 
the bankers. In certain respects 
unique methods have been developed. 


The Lumber Industry 


The lumber industry may be said 
to comprise five fairly distinct 
branches. ‘These are: ownership of 
standing timber, logging, manufac- 
turing logs into lumber, wholesale 


lumber distribution, and retail lum- 
ber distribution. In many instances 
these steps in the process are not 
carried on by separate companies 
but are completely integrated, the 
same industrial unit which owns the 
standing timber carrying through 
every process to the delivery of the 
lumber to the ultimate consumer. 
There may also be a combination of 
ownership of stumpage (standing 
timber) with logging and milling. 
Again mill owners frequently sell di- 
rect to the retail trade a part or all 
of their product. Nevertheless 


there are a sufficient number of sep- 
arate units carrying on only one 
phase of the operation to warrant 
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recognition of the above divisions of 
the industry when discussing its 
financial problems. 


The Forest Problem 


The greatest problems of the lum- 
ber industry are forest problems. 
The west is carrying a large forest 
surplus of 1,750 billion feet which is 
the great reservoir of timber to 
which the nation must look for its 
future lumber supply. A_ recent 
estimate places the total timber in 
Washington at 268 billion feet. Of 
this, 149 billion is privately owned, 
11 billion is on Indian lands, 78 
billion is controlled by the U. S. 
Forest Service, and 30 billion by the 
State. 

Concentration of ownership is 
very marked. A decade ago the Bu- 
reau of Corporations reported that 
about one-third of the private tim- 
ber in the northwest was in the 
hands of eight companies. There is 
no money owed against much of this 
timber. But even where this is the 
case the burden of investment is 
heavy. Under private ownership of 
timber the essential function of 
holding this stock of raw material 
must be compensated for in some 
manner. Carrying charges include 
interest upon the purchase price, 
taxes paid, costs of fire protection 
and interest upon the money ex- 
pended for these purposes.’ The 
capitalization of the property doubles 
every eight to ten years if interest 
is compounded at 6 per cent. In the 
past large profits have been made 
from speculation in stumpage but 
during recent years it has become 
increasingly apparent that future 
returns must be realized from effici- 
ent lumber manufacturing. Timber 
buying is now chiefly restricted to 
tracts sold to loggers or manufac- 
turers. 
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Timber Bonds 


Eariy borrowings were largely in 
the form of short term notes but in 
order to provide capital for building 
logging railroads and sawmills, bond 
issues have sometimes been resorted 
to by owners of timber tracts. Dur- 
ing the rapid advance in timber val- 
ues which culminated about 1907, 
bonds were issued upon property 
that in some cases was badly over- 
capitalized. The result was that 
timber bonds got into bad repute 
with investors and for a number of 
years were not marketable. In re- 
cent years sound principles underly- 
ing this type of security have been 
developed and they are regaining 
public favor. But even today many 
of the conservative bond houses will 
not deal in timber bonds of any kind. 

Of the factors which experience 
has demonstrated require special 
consideration in issuing timber bonds 
the first is the character of the se- 
curity. Bonds should be issued only 
as a first mortgage upon the land, 
timber and manufacturing plants. 
The timber is the primary security 
but no bonds will be handled now on 
standing timber unless a good oper- 
ating plant is included. Normally 
a saw-mill is part of the manufactur- 
ing equipment but bonds are out- 
standing where the operating com- 
pany simply logs the timber and 
sells in the open log markets of 
Puget Sound, Gray’s Harbor or the 
lower Columbia River region. 


Security Ratio 


The security ratio is a second 
important consideration. ‘Timber 
bonds must show a high value ratio 
in order to satisfy the critical buyer. 
No reputable bond house will con- 
sider an issue that does not show a 
conservative value ratio of 2 to 1. 
In fact, minimum ratios of from 3 
to 1 up to 5 to 1 are demanded in 
practice. Experience with timber 
valuation and thorough knowledge 
of local operators are essential to 
success in handling timber issues. 


The necessity for a large value 
ratio lies in the general instability 
of lumber prices and the risk of loss 
to standing timber from fire or wind. 
Fire protection has reduced the 
losses in recent years to a compara- 
tively small figure. But the realty 
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of the fire hazard is attested by the 
unwillingness of insurance compa- 
nies to assume the risk. If the tim- 
ber is accessible, a considerable part 
of the lumber may be saved by cut- 
ting it within a year or two after the 
fire. It is, therefore, important to 
know what opportunities there are 
for logging in case of necessity. 

The danger of loss by destructive 
wind was brought home to the peo- 
ple of western Washington by a 
wind storm which swept across the 
Olympic Peninsula in the spring of 
1921 and destroyed millions of feet 
of lumber. 


Provisions for Cutting 


The provisions upon which tim- 
ber may be released for cutting con- 
stitutes the third important factor to 
be considered in issuing timber 
bonds. Clearly, in most cases, the 
company must be allowed to cut the 
timber. At the same time the se- 
curity behind the bond must not be 
impaired. ‘To accomplish this two- 
fold purpose the Mortgage Deed of 
Trust provides usually for the re- 
lease of certain portions of the prop- 
erty upon payment of a specified 
amount into a sinking fund for each 
1,000 feet cut. A recent issue, which 
is on a basis of less than $1 per M 
feet of timber, and further secured 
by the plant and other property, pro- 
vides that the company must de- 
posit with the trustee $1.75 per M 
feet of timber cut. All of this is 
to be used in the purchase of out- 
standing bonds. Recent issues con- 
tain a provision making the bonds 
callable in whole, or in part by lot, 
on any interest date. In this way 
money accumulated in the sinking 
fund can be applied toward the call- 
ing of bonds unless it is possible to 
purchase them in the open market 
at less than the call price. For- 
merly bond issues called for definite 
payments and instances are at hand 
of companies which have been com- 
pelled by their serial payment bond 
issue to continue operations when 
other mills had closed down. ‘This 
amounted to a forced sale of timber 
at a loss. The more elastic sinking 
fund provisions of recent issues are 
expected to relieve the company of 
this necessity and at the same time 
afford full protection to the investor. 


Timber bonds recently issued have. 
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sold on a basis to yield the purchaser 
approximately 7 per cent. If called 
for payment the premium, which 
ranges from 24 to 5 per cent. above 
par, will increase the investor’s re- 
turn. 


Financing of Logging Companies — 


While the logging and milling of 
timber are classified as separate 
phases of the lumber industry they 
have many problems in common. 
They are also bound up with the 
industry as a whole so that the 
treatment of any one portion affects 
it in itsentirety. As has been stated, 
there are large integrated companies 
which perform all the operations of 
the lumber industry from the hold-— 
ing of the timber to selling the 
finished product to the consumer. 
The financing of the separate func- 
tions of such companies is a prob- 
lem decidedly different from that 
which is common to the smaller con- 
cerns which only perform a single 
operation. These large companies 
finance their logging and milling op-— 
erations within their own organiza- 
tion. 

Capital may be secured by the 
sale of bonds, by the company’s 
general line of credit at the banks or 
through the sale of commercial 
paper. There are only a few firms 
in the northwest which use commer- 
cial paper and only one of these in 
any great amount. Only large in- 
tegrated companies with a reputable 
financial standing can possibly use 
this system of finance because of the 
characteristics of commercial paper. 


Ownership 


The financing of logging compa- 
nies presents a characteristic prob- 
lem. Companies which log timber 
which they do not own are the ex- 
ception rather than the rule. Many 
companies procure their ownership 
of the timber lands, however, during 
the process of logging, the title not 
passing until the payments are com- 
pleted under a deferred payment 
contract of sale. 

The timber may be obtained by 
logging operators in several ways. 
The company may be holding tim- 
ber which it bought from the gov- 
ernment years ago. For instance, one 
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large logging company in western 
Washington is now operating upon 
timber which it bought in 1887 and 
has held untouched for thirty-five 
years. The timber may be bought 
outright for cash or upon a deferred 
payment plan from other individ- 
uals or companies, who have been 
carrying it a long time. In the case 
of a purchase upon a deferred pay- 
ment plan a stated amount is paid 
upon execution of the contract and 
the remainder in regular install- 
ments. If more than the specified 
amount of timber is removed during 
any one period additional payments 
are usually required to cover the ex- 
cess. Title to the logs does not rest 
in the timber purchaser until they 
have been removed from the lands, 
and the title to the whole passes only 
upon completion of the payments. 


One of the easiest methods of ob- 
taining timber for logging opera- 
tions, and one which is used by many 
of the smaller companies is by con- 
tract. In instances of this character 
a stipulated price per thousand feet 
is paid for the logs as they are re- 
moved. ‘The title to the logs here 
does not pass until they are paid for. 
Small companies are thus enabled to 
log timber and pay for it as the logs 
are sold. 


Another method of procuring tim- 
ber for logging operation is a pur- 
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chase contract, under which the tim- 
ber owner receives his payment as 
a certain percentage of the sale 
price of the 8 as they are sold. 
Part of the risk of the operation and 
of the condition of the market is 
thus borne by the timber owner. | 
If the seller in the case of any of 
these types of contracts is a mill 
operator, as is often the case, con- 
tract agreements are entered into 
whereby he obtains a preferential 
right to purchase all timber logged. 
Some milling companies own large 
tracts of standing timber and yet do 
no logging. It‘is to insure them- 
selves of a constant source of raw 
material that their selling agreements 
contain provisions of this sort. 


Log Sales 


The sale of the logs to the mills 
is usually financed upon a cash 
basis, 2 per cent. discount being giv- 
en for payment within ten days, the 
full amount falling due within sixty 
days time. Acceptances are some- 
times given by the mill to the log- 
ging company as payment for its 
purchases, which are then discounted 
at the bank. This method of financ- 
ing purchases, however, is not 
looked upon favorably by the log- 
ging companies. It is the prevalent 
idea that a mill in good financial 
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standing should be able to meet its 
purchases by cash payments. Mills 
in such a position can easily borrow 
money from the banks upon their 
open line of credit or upon notes 
indorsed by officers of the company. 


Wholesale Distribution 


Financing the distribution of lum- 
ber does not present the intricate 
problems which arise in the at- 
tempts to purchase timber and to 
acquire capital to log and mill it, 
for here advances may be made up- 
on the marketable commodity itself. 
Various methods of marketing the 
lumber are in vogue. The larger 
mills may have their own sales or- 
ganization and thus sell direct to 
the larger line yards, or to the re- 
tailers and large consumers. It is 
estimated that approximately 20 per 
cent. of the output is sold by this 
method. Another 20 per cent. is 
sold to manufacturers’ agencies, and 
the remainder is taken care of by 
wholesale and commission brokers. 
By far the greatest amount is 
handled through the lumber dealers 
or brokers. (The term is loosely 
applied to mean those who buy and 
sell outright.) The financing fea- 
tures of this latter method are 
rather unique and therefore are 
treated more fully. 

The lumber dealer or broker buys 
the lumber outright from the mills, 
paying cash or at least 80 per cent. 
of the cost of the shipment. Brokers 
are not equipped with storage facil- 
ities but rely upon the mills to carry 
the surplus stock of lumber in their 
yards. The financing problem is 
therefore a limited one. Upon the 
sale of this lumber the broker takes 
to his bank the straight bill of lad- 
ing, together with the invoice and 
description of the shipment. The 
bank advances from 80 to 90 per 
cent. of the selling price, less the 
estimated freight, upon the broker’s 
own note, payable either upon de- 
mand or within ninety days, secured 
by the assigned account as collateral. 
While 90 per cent. is considered a 
maximum in the financial center of 
Seattle, banks in some of the smaller 
cities grant advances up to 100 per 
cent. of the face value to their relia- 
ble customers. 

This is the feature which brands 
this method of obtaining financial 
advances as distinctive of this dis- 
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THIS NOTE SECURED BY 


SHipment Number... 
Car Initial... 
Car Number. 
Consignee 
Destination... Os 
Date Shipped 5 


Tavoce, $2. Oe. 
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Seattle, Washington,................. 
On demand after date I promise to pay to the order of 


THE METROPOLITAN NATIONAL BANK of Seattle, at its office in the City of Seattle, 


oe bition DOLLARS 


Sanne eg seme nea nse e mmm nn ne een nage anens sda eeeaemnrnesenresseunsesenneeesae 


June, 1923 


for value received, with iaterest after date at the rate Of 3 


per cent per annum, until paid, Principal and interest payable only in U.S. Gold 


Coin, of the present standard of weight and fineness. For value received, each 
and every party signing or endorsing this note hereby waives presentment, 


demand, protest and notice of non-payment thereof, binds himself thereon as 


a principal, not as a surety, and promises, in case suit is instituted to collect 


Estimated Pretght, $= 


Market Value at Seattle, $.....0...0 


Advance, fe 


trict. As the whole procedure is 
carried on upon a straight bill of 
lading the title to the shipment 
never rests in the bank, but passes 
direct from the broker to the pur- 
chaser upon shipment. Neverthe- 
less, the bank handles the entire 
transaction, and payment is made 
direct to it, notice of assignment and 
instructions to remit direct to the 
bank being stamped upon the in- 
voice. It would seem that this is a 
rather unusual method of financing, 
but it has proved highly successful 
and an immense amount of business 
is performed in this manner. It is 
in realty an assigned account from 
the broker to the bank. The credit 
of the consignee is carefully checked 
by the bank through the Lumber- 
man’s Red Book, mercantile agen- 
cies and other sources. Some banks, 
to protect themselves from the pos- 
sibility of having a portion of their 
account offset by refusals to pay on 
the part of the purchaser, ask for 
an acknowledgment of assignment 
from him upon receipt of the in- 
struments. Most of the paper, how- 
ever, is handled without this ac- 
knowledgment. 

A bank is not restricted by law as 
to the aggregate of loans to one in- 
dividual or firm under this plan. 
Notes of this type are classed as 
obligations secured by documents 
covering commodities in actual pro- 
cess of shipment and hence are not 
subject to the usual maximum limit 
of 10 per cent. of the bank’s capital 
and surplus. The broker is con- 
sidered to have only an indirect lia- 


Form of Note Used in Lumber Operations 


bility to meet the obligation; the 
bank looks upon the consignee as 
primarily liable, since payment 
comes from him direct. Time notes 
mature in ninety days and it is the 


practice also to call the demand notes 


for payment at the end of ninety 
days even if the invoice is unpaid. 
Accordingly experience and sound 
banking judgment have led the 
banks to limit the loans so that the 
broker is in a position to stand 
losses and to carry the invoices 
which are not paid at maturity. 


Separate Notes Required 


Although blanket notes covering 
several transactions of a single 
broker were the original security to 
the banks, separate notes are now 
required for each shipment. Fur- 
thermore, the transaction is oper- 
ated upon a general collateral agree- 
ment, any remittance applying not 
only upon the specific note secur- 
ing that shipment, but to any other 
outstanding notes of the broker. 

The details of the operation 
covering the note transactions vary 
with the different banks. Demand 
notes which are regularly taken up 
at the end of ninety days time and 
presented for payment are used by 
some banks, while others operate 
upon time notes, usually ninety days, 
which are, nevertheless, paid off as 
soon as the remittance for the same 
comes in. Demand notes are not 
eligible for rediscount at the Federal 
Reserve Bank. Nevertheless, they 
are in reality one of the most liquid 


the same or any portion thereof, to pay such additional sum4 as the court may 
adjudge reasonable as attorney’s fees in such suit. 


" 


types of paper the bank can carry as | 


the turnover is fairly rapid and the 
paper cleans up regularly. Evi- 
dence of the reliable character of 
this paper can be obtained from the 
fact that a large Seattle bank doing 
from 25 to 30 per cent. of its busi- 
ness with lumber accounts has lost 
during its existence a meager $1100 
by this method. The matter of rates 
is also a variable one. Some banks 
make a practice of charging a uni- 
form rate for all accounts while 
others vary it to fit the conditions 
of the case. The interest rates at 
the present writing range from 6 to 
8 per cent. 

The bank keeps the note and a 
duplicate copy of the bill of lading 
and sends the original with the in- 
voice to the buyer. The terms ex- 
tended to the purchaser are usually 
2 per cent. discount if paid in either 
ten or fifteen days, net at the expira- 
tion of sixty days from date of the 
invoice, although there may be a 
provision, as is customary with ship- 
ments to eastern states, for the 
terms to extend from the date of 
arrival of the lumber. _The consign- 
ee often takes advantage of the 
discount, but it is also a common 
thing for him to wait and pay the 
full amount. The average length of 
time which the notes run has changed 
in recent years from forty-five to 
about sixty days. Asa rule the 
Fast Coast takes a full ninety days 
and often requires four months, ow- 
ing to the practice of billing from 
date of arrival of lumber. 

Settlement is made by the bank to 


[ 
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the broker when the proceeds are 
‘received. ‘The exact amount to be 
paid by the’ consignee cannot be de- 
‘termined until the lumber is weighed 
and the freight paid. All lumber is 
sold by brokers or mills at a price 
-which includes the freight to point 
of destination. In this way the mill 
or broker must stand the added ex- 
pense if he sends lumber which is 
not fully dried. (The arrange- 
ment between the mill and the 
broker is such that the mill ulti- 
mately bears all overweights and pro- 
fits by underweights.) On the other 
hand, he gains if the lumber is un- 
_derweight. Freight is estimated in 
advance but paid by the consignee 
and deducted from his remittance. 
If, for instance, the price for floor- 
ing at a Puget Sound mill is $50 
per M the freight rate 60c per 
100#, and the estimated weight 
20004 per M, the price to the pur- 
chaser will be $62 per M. If the 
lumber weighs only 1800# per M 
there will be a saving of $1.20 
which will accrue to the shipper, and 
increase the total received by him in 
his final settlement with the bank. 
An overweight, on the other hand, 
may leave him very little equity af- 
ter paying the note with interest. 

The distribution of shingles is 
handled in very much the same man- 
ner as that described above apply- 
ing to the lumber. The only real 
difference is that a great many more 
shingles are sold upon transit ship- 
ments. In this case the car is loaded 
and consigned to some junction 
point, e. g. the Minnesota Transfer. 
As soon as the car starts to roll, 
wires are sent out in an attempt to 
secure a purchaser before it reaches 
its destination. This procedure may 
be followed on shingle consignments 
with greater safety, than is possible 
with lumber, for the shingles are 
uniform while lumber must come in 
the desired lengths and _ widths. 
Transit shipments are looked upon 
unfavorably by sound bankers and 
they will not loan or advance any 
money upon them. 

Despite the fact that a tremendous 
volume of business may be done 
upon a very small investment, and 
that the major part of the broker’s 
financial burden is carried by the 
banks, it is essential that he have 
some liquid capital’ invested in the 
business. In the first place, he must 
take up and pay his notes in case the 
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buyer does not remit within ninety 
days. ‘Then too, the method of sell- 
ing by transit shipments requires a 
fair amount of capital which must 
be forthcoming from the broker 
himself. Liberal cash balances are 
also required on the total advances. 
Brokers’ statements usually show an 
indebtedness equal to four or five 
times the capital investment. 


Domestic Water-borne Shipments 


Water-borne shipments of lumber 
from the Pacific Coast occupy an 
extremely important position in lum- 
ber distributions. Forty per cent. of 
the lumber produced in Washington 
last year was shipped by this method. 
The domestic trade comprising 
shipments to Alaska, the Atlantic 
Coast, California and the Hawaiian 
Islands, totaled last year 1,600,019,- 
237 feet. ‘This trade is almost en- 
tirely handled by the manufacturing 
or milling companies themselves, as 
the peculiar characteristics attend- 
ing it bar the brokers and whole- 
salers from active participation. 
Most of the manufacturers have 
wholesale distributing yards at the 
points where shipments are landed. 
Moreover, many of them own their 
own ships. The financing of these 
water shipments is thus almost en- 
tirely an internal problem of the 
larger companies. 


Exports of Lumber 


Washington’s exports of lumber 
to foreign countries have increased 
enormously within recent years, 
amounting to 579,000,000 feet in 
1922. The deplorable condition of 
the export lumber market some 
seven or eight years ago, coupled 
with the cut-throat competition 
which existed at that time, caused 
the organization of the Douglas Fir 
Exploitation and Export Company 
which now handles practically 50 
per cent. of the foreign shipments. 
This corporation takes orders from 
foreign buyers, distributes them 
among member firms and looks after 
the shipping. Shipment are as- 
sembled at various points up and 
down the coast. As representatives 
of this company reside in the for- 
eign fields the financing of the ship- 
ment is handled through the organi- 
zation itself. 

The exports of the smaller ship- 
pers are usually financed upon a 


767 


confirmed letter of credit taken out 
by the importer. Payment is made 
to the exporter in cash against de- 
livery of the documents to his bank. 

The Pacific northwest is not pri- 
marily interested in the retail end of 
the lumber business, as its chief 
functions lie in the production, 
manufacture, and wholesale distri- 
bution. To the financier of the 
northwest the carrying of the stand- 
ing timber, financing of manufactur- 
ing and wholesale distribution fur- 
nish the interesting features in lum- 
ber financing. 


Invested in Canada 


Concerning the investment of 
American capital in Canada, the 
Bankers Trust Company says: “The 
United States would now appear to 
have invested in Canada, in round 
figures $2,500,000,000 or almost as 
much as the British investment. 
This would give as the total invest- 
ment of foreign and British capital, 
as of January, 1923, in Canadian 
government, provincial, municipal 
and corporate securities, properties 
and enterprises, about five and a 
quarter billions dollars.” 


Convention Calendar 


Date Association 
June 11-13 Iowa Ames 


June 11-13 New York... . Atlantic ae 
eres. Idaho Falls 


June 12-13 Idaho E 
Juné 12-15 Association of National 
Credit Men....Atlanta, Ga. 
June 15-16 Colorado Colorado Springs 
June 15-16 Utah ...........- Logan 
June 15-18 New England Bankers As- 
SOCIALIONN ea crs New London 
Conn. 
June 18-22 Michigan ........-- Detroit 
and Lake Trip 
June 19-20 Wisconsin ...... Milwaukee 
June 19-20 South Dakota .. .Rapid City 
June 23-24 Maine .........- Portland 
June 19-21 South Carolina...Greenville 
June 21-22 Ohio ...........++- Toledo 
followed by Lake Trip 
June 21-23 Dist. of (Cotuimbiaeereetr 
Hot Springs, Va. 
June 23-24 Maine ........---. Portland 
June 26-27 Illinois ........-- Rockford 
June 27-29 North Dakota...... Bismark 
July 17-20 Amer. Inst. of Banking 
Cleveland, Ohio 
Aug. 9-11 Montana ...... Great Falls 
Aug. 21-22 West Virginia ....Fairmont 
Sept. 5-6 Kentucky ....... Louisville 
Sept. 7-8 New Mexico ..... Cloudcroft 
Sept. 11-12 Indiana ....... Indianapolis 
Sept. 24-27 A. B.A. .....- Atlantic City 
Othe 26-27 PATIZONAW i. crerere stelove's Tuscon 


28-31 Investment Bankers 
Washington, D. C, 


Oct. 


Market News for Bankers 


By C.B. SHERMAN 


Market Technologist, U. S. Department of Agriculture. 


66 HE economists of our bank 
find your review of the live 
stock markets their most re- 
liable published information as to 
live stock market conditions” stated 
a representative of one of the larg- 
est banks in New York City to a 
representative of the Federal De- 
partment of Agriculture. This 
banker went on to say that it was 
his bank’s intention to rely on this 
review to a large extent in financing 
live stock operations. Many other 
research departments maintained by 
large banking institutions to study 
economic conditions and the various 
factors affecting prices of commodi- 
ties, are using Federal material. 

In fact, the Bureau of Agricul- 
tural Economics may be used as a 
kindof research department by those 
banks that are not in a position to 
develop such departments of their 
own. When agricultural banks em- 
ploy one or two investigators to 
make studies, these investigators can 
use the results of the work of this 
bureau as a basis and devote their 
attention largely to local phases of 
their problems and to local applica- 


tion of the information Federally 
supplied. 


Crop Estimates and Reports 


Estimates of acreage of the prin- 
cipal crops and conditions of crops, 
and estimates of production and 
supplies of crops and live stock are 
compiled and issued at stated inter- 
vals. The purpose is to place be- 
fore all classes of people an accu- 
rate picture of food and agricul- 
tural supplies, potential and actual, 
together with location in respect to 
market and consumption. Prices to 
farmers are included. 

These estimates, gathered from 
official sources and checked and re- 
checked Federally, have long been 
known and utilized by investors and 
banking interests. ‘Those for cot- 
ton, cereals, and live stock are prob- 
ably best known and most eagerly 
awaited, but many other crops are 
covered by this estimating service. 

Market news services are con- 
ducted on fruits and vegetables; on 
livestock, meats and wool; dairy 
and poultry products; hay, feeds and 
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seeds; on cotton quotations; and 
arrangements for a grain market 
news service are now under way. 
The market reports give specific in- 
formation regarding the day’s mar- 
ket with mention of supplies, actual 
and potential, movement, sales, 
prices, conditions in producing or 
shipping areas and on other large 
markets. 

That this market news may be 
unbiased and impartial it is gath- 
ered straight from the sources by 
representatives of the Government 
stationed in the large markets of the 
country and in commercial produc- 
Ing areas. Methods differ according © 
to the commodity involved. These 
reports are supplemented by those 
received from hundreds of voluntary 
reporters, such as officials of rail, 
steamship and other transportation 
companies, county agents, market- 
ing associations, distributors, ware- 
housemen and manufacturers. This 
information is telegraphed to Wash- 
ington, where the market news of 
the entire country is compared, di- 
gested, tabulated and redistributed 
to all the agencies who have need 
for it. 

In this dissemination, the De- 
partment has developed and used 
every safe and practicable method 
within its reach. Leased telegraph 
wires, mimeographed reports for 
quick local circulation, mail, news- 
papers, banks, and other institutions, 


the radio-telegraph and radio-phone ~ 
have all been utilized. 


Used by Banks 


The Peoples National Bank of 
Charlottesville, Virginia, was, it is 
believed, the first to advertise its 
weekly receipt of the Federal “Mar- 
ketgram” as a part of the bank’s 
service to its depositors and to in- 
vite its patrons to call upon it for 
Government market information in 
person, by telephone or by mail. 
Mention of this fact in a banking 


_journal brought twenty-five requests 


for the service from bankers within 
two weeks, and now the distribution 
of the marketgram through banks 
is very wide. . 


Ze 
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Radio Proves Popular 


Banks were among the first to 
make requests for forms to take 
‘down the radiograms when they 
‘were first sent out in an experi- 
-mental way in 1920. Radio, as a 
‘successful medium for sending out 
- market news to farmers, has proved 
itself to the skeptics. At present 
market reports are broadcasted sev- 
eral times each day from more than 
eighty radio telephone broadcasting 
stations and are being received by 
thousands of actual growers, ship- 
pers, bankers, millers and dealers 
‘in all sections of the country. Broad- 
casting by high power radio-tele- 
graph stations of the Navy Depart- 
ment is making available to many 
remote telephone stations a volume 


of market reports that they could 


—s 


; 
- 
| 
| 
i 
| 


| 


not get except by wire telegraph 
and at great expense. Rebroadcast- 
ing in this way is a means of dis- 
tribution that has great possibilities 
and one that will be much used. 
_ Recently when the stations of the 
middle west followed a market re- 
port by a request that all listeners- 
in who found the service of value 
notify the Department of Agricul- 
ture, half a hundred bankers wrote 
in within the week. “This is prob- 
ably the greatest single service for 
the farmers that has been instituted 
in many years” was stated exactly, 
or in effect, many times over by 
bankers in the small towns. 
Market news helps to keep bank- 
ers in rural districts in touch with 
nation-wide conditions, in planting, 
in crop prospects and in the markets 
handling locally-grown commodities 
and their competitors. During 
heavy shipping seasons farmers call 
at the local bank frequently, and 
market information ~ distributed 


through the bank carries great 


weight in the farmer’s mind. 
Localized Services on Perishables 


Localized market news services 
covering all the large markets, as 
well as local conditions, with a Fed- 
eral market representative on the 
ground, are given annually during 
the heavy shipping season for many 
fruit and vegetable crops and have 
proved a great aid in stabilizing the 
marketing of these perishable crops, 
formerly notoriously fluctuating. 
One market reporter begins with a 


crop in the far south and follows it 
north and west as the season ad- 
vances. Thus, the potato news serv- 
ice will begin with the early crop in 
Florida, with headquarters at Hast- 
ings, and will later operate at Gree- 
ley, Colorado; Idaho Falls, Idaho; 
Kaw River Valley, Kansas; Red 
River, Minnesota; Waupaca, Wis- 
consin; Rochester, N. Y.; and 
Presque Isle, Maine. The water- 
melon man will begin at Ocala, Flor- 
ida, and move northward to Thom- 
asVille and Macon, Georgia, to Ken- 
nett, Missouri, and to the later fields 
farther north at the end of the sum- 
mer. 


Extend the Service 


That bankers find these market 
reports of very practical value is 
evidenced by the tangible support 
they give in extending the service. 
Thus, among other such cases, dur- 
ing recent seasons the Carrizo 
Springs. State Bank of Carrizo 
Springs, Texas, paid the telegraphic 
toll charges on daily market reports 
sent them from the temporary field 
station at Laredo, Texas, during the 
onion shipping season. This infor- 
mation was posted daily in the bank 
for the benefit of customers. Dur- 
ing last August the Southwestern 
Idaho Bankers’ Association of Cald- 


well, Idaho, paid the costs of se- 
curing and telegraphing the Fort 
Worth market reports on potatoes, 
which reports were distributed free 
of charge to the potato growers and 
shippers throughout the Idaho early 
potato producing district. These 
bankers are finding in such services 
a fundamental way of building up 
the agricultural wealth of their com- 
munities. 


Minors as Stockholders 


A bank asked a ruling from the 
Commissioner of Banking of Wis- 
consin as to issuing shares of stock 
to minor children. 

The Commissioner of Banking on 
the strength of an opinion from the 
Attorney General held that it was 
legal for a bank to issue its shares 
in the name of a minor, but that the 
double liability continued to attach 
to the former stockholder or the per- 
son who presented such shares for 
issue in the name of the minor until 
the minor reached the age of twenty- 
one and for a reasonable time there- 
after to allow the minor to ratify or 
repudiate the assumption of the 
double liability. 


Market News by Radio in a Bank 


Qualifications of National Bank Examiners 


RIOR to the Civil War period 
Pp frenzied financial and even 

criminal operations of many 
banks had resulted in an unfavor- 
able state of public opinion in re- 
gard to all banking institutions. The 
framers of the National banking law 
were cognizant of this state of pub- 
lic opinion and evidenced a work- 
ing knowledge of crowd-psychology 
by the requirement that every bank 
established under that law should be 
examined by examiners appointed 
by and responsible to the Federal 
Government. 

The requirement of examination 
of national banks by representatives 
of the United States is primarily in 
the interest of the patrons of the 
bank. Stockholders are presumed 
to be able to protect their interests 
through the election of trusted offi- 
cials and through personal investiga- 
tion of the conduct of these officials 
while, of course, patrons of banks 
have no such power or opportunity. 
Public opinion is indeed sensitive 
where economic issues or welfare is 
involved and it was believed by the 
Fathers that assurance to the public 
that national banks were being ex- 
amined by representatives of the 
Federal Government would restore 
and preserve public confidence in 
the integrity of banking institu- 
tions. That their belief was well 


Col. J. N. McIntosh 
Deputy Comptroller of Currency 
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founded must be apparent when we 
review the banking history of even 
the last decade. 

The purpose to be subserved by 
the examinations of national banks 
is a clew to both the qualifications 
and the method of appointment of 
the men who are to conduct such 
examinations. 

A national bank examiner should 
be equipped with both theoretical 
and practical training for the duties 
of his position. As a condition 
precedent, he should have an edu- 
cation substantially equivalent to 
that required by the average college 
for the baccalaureate degree com- 
bined with training in the elements 
of commercial law and bank book- 
keeping. If he has had training 
in the law of receiverships and in the 
law of bankruptcy, so much the bet- 
ter. His practical training should 
have been in a bank and of such a 
nature as to give him a good work- 
ing knowledge of the various de- 
partments of a bank and the factors 
entering into the evaluation of com- 
mercial paper. 

In addition to the theoretical and 
practical training which a national 
bank examiner must have in order 
to secure appointment, he should 
have good judgment and be the pos- 
sessor of tact, firmness, and cour- 


tesy. He must have good judgment . 


to correctly evaluate the intangible 
assets in the portfolios of the insti- 
tutions he is called upon to examine; 
he must possess sufficient tact to 
acquire the rescessary information 
for an appr ximate determination 
of the value of the intangible as- 
sets of a bank without disclosing 
either the purpose or the source of 
the information; he must have firm- 
ness to point out the weak points in 
an institution and to secure their 
correction; and above all his rela- 
tions with bank officials, stockhold- 
ers, employees, and the general pub- 
lic should be marked by dignified 
courtesy. 

A national bank examiner may 
examine banks without some or all 
of these qualities but without their 
aggregate he cannot render the max- 
imum of service to the great public 
whose confidence in banking institu- 
tions is largely in his keeping. 
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Examiners are apipointed by the 
Comptroller of the Currency. In 
lieu of the fee system which for- 
merly prevailed, they are entitled to 
annual salaries fixed by the Federal 
Reserve Board upon the recommen- 
dation of the comptroller and to a 
per diem allowance when away from 
their homes or their designated head- 
quarters. There are at present in 
the service twelve chief national 
bank examiners and approximately 
two hundred eighteen examiners. 
They are not under the Civil Sery- 
ice, but hold their positions during 
the pleasure of the comptroller. 
However, examiners are appointed 
and are continued in office on the 
basis of merit, both the appointment 
and continuance being singularly 
free from partisan politics. 

Examinations for appointment 
are held at irregular intervals in the 
office of the comptroller of the cur- 
rency, to which are admitted such 
applicants as have shown by written 
applications that they possess the re- 
quisite theoretical and __ practical 
training. The examination is both 
oral and written and covers in a gen- 
eral way the main features of the 
National Bank Act as amended, the 
law of commercial paper, and the 
general duties of an auditor of a 
bank. 


Willis J. Fowler 
Deputy Comptroller of Currency 


some of the Major Problems 


ROM Bible times down to the 
present the migrations of peo- 
ples from one place to another 
have marked epochs in the histories 
of some countries, the very begin- 
ning of history for others. The Ex- 
odus from Egypt, the migrations 
from the shores of the Mediterra- 
nean to Britain, the migrations from 

Europe to America made more than 
mere history for they were the 

forerunners of new conditions af- 

fecting the well-being of future gen- 
erations as well as the well-being of 
-the generation of the migrants. 

When we recall that the coming to 
this country of a little group of ven- 
turesome souls was the beginning of 
this nation, and recall also that the 
stream of immigration into this 
country has been practically con- 
tinuous for more than a century and 
a half, then the statement recently 
made by Congressman Albert John- 
son, chairman of the House Com- 
mittee on Immigration, that ‘“whole- 
sale migrations of people to the 
United States are ended for all 
time,’ becomes an announcement of 
tremendous significance. If Mr. 
Johnson is correct, then his state- 

ment means that \the supposedly 
temporary wall recently erected 
against the waves of emigration from 

overseas is to be strengthened to a 
degree of permanency. It means al- 

so that the stream of emigrants 
which for several centuries has 

freely flowed from Europe into the 

United States now must change its 
course. 

Mr. Johnson is quoted as say- 
ing: 

“In spite of strenuous appeals from those 
who feel that the United States cannot de- 
velop its own common labor, I can assure 
you that the President has not changed his 
views. He wants prosperity to hit on all 
six cylinders, but he does not want pros- 
perity to go tearing down the road at ninety 
miles an hour. Increase in wages is an im- 
portant part of prosperity. A shortage of 
labor is not necessarily a shortage of laborers. 
If there is a corner in labor of certain kinds 
that corner cannot be broken by the sudden 
abandonment of the restriction law, or by 
the pouring in of the hordes from Europe. 

“It took forty years to find a Presi- 
dent who would sign an immigration re- 
striction act. That President was Harding. 
He did it for the future of the country. 
Wholesale migrations of peoples to the United 
States are ended for all time. We are no 
longer an asylum. Everybody now advo- 
cates some form of restriction. Our com- 
mittee, I think, wants two per cent. on the 
1890 census, and is willing to provide one 


per cent. additional to be used by the fire- 
side relatives of those now here. That 
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means three per cent. on the 1890 census 


basis.’ 


It is doubtful if any of us have 
ever realized the influence this tide 
of immigration has had upon our 
lives. Unconsciously we have been 
influenced in many ways by these 
strangers. They have done much of 
our manual labor for us; they have 
in creating wealth for themselves 
incidentally created wealth and op- 
portunity for those around them. 
Their wants have formed a gigantic 
market and there is no man styling 
himself an American who has been 
able to draw his garment so closely 
about him that both himself and 
his investments have been removed 
from some advantageous influence 
of this constantly increasing multi- 
tude of producers of wealth. In 
the dogged industry and spectacular 
achievements of some of the new- 
comers, there has also been a spur- 
ring on for some of the older stock 
and an inspiration for others, all of 
which has not been without its eco- 
nomic value. 


Whether immigration should be 
permanently restricted or allowed in 
greater moderation is no part of the 
present discussion. Apparently, we 
have come to the end of one chapter 
of history—and a long one too, and 
henceforth we are going to live un- 
der changed conditions. How these 
conditions are going to affect us eco- 
nomically is of prime importance. 


There is perhaps something anal- 
ogous between the abundant use of 
foreign labor in a practically unlim- 
ited supply and of farming practiced 
where lands are so cheap and fertile 
that little heed need be taken of the 
time when the soil would be ex- 
hausted. At least each of these 
practices has been characteristic of 
the haste of the individual to accu- 
mulate wealth. Agriculture has 
found that exhaustion of the soil has 
not been a good thing for the coun- 
try ; perhaps the perspective of some 
later day may show that an endless 
stream of raw labor has by the same 
token not been good for the country. 
The war revealed that peoples whom 
we had clothed with the privileges 
and often the honors of citizenship 
were in fact still aliens and un- 
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friendly too; some later upheavel 
of society may show us that these 
revelations were but a small part 
of the whole picture. 

But the fact of primary impor- 
tance is that we have entered upon a 
new national era, not simplified by 
our marvelous advancement along 
all lines of legitimate endeavor but 
instead complicated by that very ad- 
vancement, and complicated - still 
more by the unsettled world around 
us. 
The conclusion therefore seems 
fair that there is an important eco- 
nomic change under way, vast in its 
scope and so gradual in its movement 
that it is difficult, if not impossible 
to gauge its direction or its final ef- 
fects. But in its broad aspect, as 
well as in those lesser phases which 
more directly bear upon us as indi- 
viduals, it is worthy of our most 
‘profound study. 


Migration and Maladjustment 

A negro exodus from the farming 
districts of the south to the indus- 
trial centers in the north occurring 
soon after the restriction of immi- 
gration is probably not a coincidence 
but instead is in some degree in- 
fluenced by the shutting off of the 
supply of European labor. 

A survey made by the U. S. De- 
partment of Agriculture showed that 
from Georgia, 32,000 or 13 per cent. 
of the total number of negro farm 
hands had moved north in the last 
twelve months. From South Car- 
olina 22,750 or 3 per cent. of the 
negro population; from Arkansas 
survey shows an estimated move- 
ment of about 15,000 or 3% per 
cent. of the negro farming popu- 
lation. The migration from Flor- 
ida is estimated at 2 per cent., 
from Alabama 3% per cent.; from 
Louisana 1 per cent. and ‘Tennessee 
has lost 4500 negro farmers in 
twelve months. The migration from 
Kentucky has been small and there 
has been no migration reported ac- 
cording to the announcement, from 
North Carolina, Missouri and Okla- 
homa. 
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The principal reason given for the 
movement is the prospect of high 
wages in the northern industrial cen- 
ters. Contributory causes are: Un- 
satisfactory conditions due to the 
ravages of boll weevil; the dissatis- 
faction of ex-service men whose 
knowledge of the world and of bet- 
ter living conditions has made them 
restless, and the breakdown of the 
contract labor system. 

In this then we have the phenom- 
enon of an internal migration in part 
induced because we have put up the 
bars of immigration—induced also 
by other circumstances but ‘distin- 
guished from the movement of for- 
eigners by the fact that whereas 
some of the latter class went to the 
land—indeed some of the immi- 
grants made directly for the farms— 
this migration is entirely away from 
the land with the result that labor 
shortage compels the curtailment: of 
acreage under cultivation. 


The movement is of especial in- 
terest when considered in relation to 
the cotton situation. The mills are 
eating up cotton at an unusually 
rapid rate and if the recent rate of 
consumption were maintained there 
is in the opinion of some observers 
“scarcely enough cotton in sight to 
last until the new crop will be avail- 
able.” The movement also is of 
special interest because it is but an 
accentuation of a country to city 
movement that is more or less con- 
stant. 


But the chief consideration lies in 
the effect which this desertion of the 
farm is likely to produce on the 
country as a whole. At first glance 
it might appear that if long con- 
tinued, the migration of men from 
farms to industrial centers would, by 
reducing the supply of farm prod- 
ucts, tend to make for better prices 
for the farmer. ‘There are, how- 
ever, several intervening considera- 
tions. There is no prospect that the 
cost of transportation of what the 
farmer raises is going to be lower; 
no prospect,—indeed, the contrary— 
that the manufactured articles the 
farmer has to get from the very in- 
dustrial centers that are luring his 
labor away are going to be lower. 
There is also that line of men be- 
tween the farmer and the ultimate 
consumer whose employees are not 


immune from the influences of op- » 


portunities for higher wages. 
Concerning wage increases as a 
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factor in prosperity, and not with 
reference to the negro labor move- 
ment the bulletin of the National 
City Bank of New York recently 
said: 


BAS farmers and  wage- 
earners, where the chief issue now lies, a 
rise of wages without any corresponding rise 
in the prices of farm products means that 
to the extent that the wage-earners consume 
each other’s products they pay for the rise 
themselves, while in the case of the farmer 
as a normal consumer, his purchases will be 
reduced and the falling off will affect the 
industries unfavorably. The same is true of 
all classes except the wage-earners whose 
wages have been increased. Moreover, in 
the long run if the compensation of the 
farmer remains below the level of that in 
the other industries there will be a_ shift 
of labor from the farms to the industries 
until higher prices for farm products or 
lower compensation in the other industries 
restores the equilibrium. Meanwhile,’ how- 
ever, while these adjustments are being made 
there will be maladjustment and bad times 
for everybody. 

“All groups and classes are best served by 
maintaining the normal equilibrium—that is 
to say, the equilibrium which the natural 
competitive forces tend to establish. A gen- 
eral rise of wages, which chas the effect of 
diminishing the compensation of the farmer, 
can be neither justified in morals nor made 
permanent. And of course the same would 
be true of any arbitrary effort to force 
wages below the normal level of compensa- 
tion, cost of living considered.” 


between the 


There is no scheme of reasonine 
that will relegate to insignificance 
the importance of farm desertion. 

A certain amount of country-to- 
town movement is to be expected but 
the growth of conditions which make 
farming a discouraging enterprise 


‘and the companion growth of other 


conditions which render industrial 
work attractive to farm folks make 
for a slow approach to a crisis not 
likely to be permanently sidetracked 
by palliative measures or make-shift 
legislation. 


The Overlaw of Economics 


Year by year and at a marvelous 
rate of speed has the work of man- 
kind, especially in the United States, 
been divided and subdivided and 
again subdivided so that, here at 
least, nearly every one who works 
for a livelihood is a specialist. 

One industry necessarily depends 
upon another. The architect de- 
pends upon the builder, the builder 
depends upon the carpenter, the 
mason, the plumber, the electrician, 
the coppersmith, the painter, and the 
iron worker. The needs of the car- 
penter that he may work on the job 
involve the activities of the lumber 
dealer, the needs of the latter de- 
pend upon the activities of the tim- 
berman, and all of them depend up- 
on transportation by rail, water and 
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truck. And to provide the tools, 
the instruments and the machinery 
of their callings there is called into 
action the work and the ingenuity 
of a whole world of industry. Even 
in the simple hammer of the carpen- 
ter there are a dozen chapters of in- 
dustrial effort beginning at the mines 
and running through various pro- 
cesses until the hammer is fitted 
with an oak handle and packed in 
a box. The cycle is not completed 
with the completion of the tool. The 
hammer, however good, must be 
marketed and marketing means 
salesmen, circularizing, advertising, 
selling, freight, distributing to deal- 
ers, delivery, credit, discounts, and 
collections. Returning to the archi- 
tect perhaps it is the manufacturer 
of hammers who has saved enough 
to employ him. 


So with every one’s trade and the 
things that are necessary for its pro- 
secution; so with every one’s life 
and the things necessary for its sus- 
tenance. The lines of dependence 
cross and recross each other. Every 
individual is a centre of the world 
but every one is dependent upon the 
rest of the world. 


It should therefore be plain that 
industrial progress is a mass move- 
ment with something of the nature 
of a tidal advance governing it. 
Compensating influences and cor- 
rective actions attend all such phe- 
nomena. It is a movement vast in 
its scope, possessed of the momen- 
tum of ages, and constantly accel- 
erated by new utilizations of force. 

Of little avail then are arbitrary 
rulings of groups. “There can be 
no productive effort anywhere with- 
out action and reaction throughout 
the whole industrial system. ‘There 
can be no monopoly or isolation of 
benefits or injuries.” 


If, to illustrate, the iron mifiers 
add extortionately to the costs of 
iron all of the many trades and in- 
dustries which supply the iron mines 
and their men with what they need, 
do not meet in solemn conclave and 
designate one trade to pass back the 
extra cost to the iron mines. In- 
stead, every industry returns the 
compliment with the result that the 
sum total of compensating charges 
eventually constitutes a _ set-back 
rather than a gain for the extortion- 
ist. What does it profit a man if 
he gains a 10 per cent. increase in 
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wages or in prices but presently has 
to, pay a 15 per cent. jincreasevin 
wages or prices? 

President Puelicher of the Ameri- 
can Bankers Association in a recent 
address to an Association of canners 
impressively presented the need and 
the advantage for a larger and 
broader view-point in the conduct 
of business. He emphasized the 
necessity to the canners of a good 
crop of produce from the farmer 
at a fair price, the necessity for em- 
ployment for the canners at a fair 
price, the necessity for good trans- 
portation at a fair price, and the ne- 
cessity for good food furnished by 
the canners to the public at a fair 


price. In brief he reviewed pro- 
cesses through which the pubic is 
enabled to get canned produce, from 
the time it leaves the farmers’ hands 
to the time it gets to the ultimate 
consumer, and he emphasized the 
necessity that in each stage and step 
of the process all persons involved 
should receive for their material or 
their services, a fair price. That 
consideration dominated the deliber- 
ations of the body referred to. 
There is a lot of unnecessary fric- 
tion, unnecessary cost and unneces- 
sary struggle due to the fact that 
each trade and each class and each 
division of labor when it meets is 
too often devoted entirely to its own 


State Senator E. E. Jones of Bradford, Pa. 


Appointed Member of the Federal Farm Loan Board 


immediate interests forgetting that 
its own welfare is directly and im- 
mediately affected by the welfare of 
the mass. 


There is an overlaw governing 
economics. In our strivings for 
special advantage we are constantly 
setting into motion corrective forces. 
Mass drives make for maladjust- 
ment from which maladjustments 
the whole organization must suffer. 
The movement forward must be in 
unison. 


We must recognize that nothing 
will be lost, that much will be gained 
through recognition of the existence 
of economic unity. 


Laws and Liberty 


Are we enacting too many laws? 
It is estimated that the new laws in 
state and nation each year number 
twelve thousand. In an article in 
The Constitutional Review, James 
Hartley Beal says: 


“Another fact frequently brought to 
the attention of the student of political 
history is that peoples who have ob- 
tained their liberties by the most heroic 
of sacrifices have so frequently thrown 
them away again in the frivolous pur- 
suit of things they thought would make 
their liberties still more secure and their 
freedom still more free. The story of 
the democracies that have failed shows 
that their vigor and prosperity regularly 
declined with the growth of internal 
legislation, or with the forcing of ob- 
noxious regulations upon the citizens by 
the factions which successively obtained 
control, until they had so weakened 
themselves by internal strife that they 
fell to pieces of their own weight or 
were an easy prey to enemies from with- 
out. 

“Of course no people ever intention- 
ally destroyed their own liberties. They 
always intended their law making to 
make their countries better and stronger. 
Their uniform mistake was in consent- 
ing to the violation of fundamental 
principles for the sake of some fancied 
immediate good which their radical leg- 
islation was expected to accomplish. ‘The 
one great lesson of all these unsuccess- 
ful attempts at self-government is that a 
nation which willingly submits to the 
suspension of the principles of free gov- 
ernment for the sake of expediency, or 
for the accomplishment of some quick 
and immediate reform, will in the end 
always come to grief. Principles that 
can be suspended for beneficient pur- 
poses can also be suspended for evil pur- 
poses, and laws intended for purely good 
ends can also be enforced oppressively.” 
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Problems of British Agriculture. 


By W.F. Crick 


Committee on Agricultural Credit Recommends the Formation of 
Mortgage Societies to Assist Farmers in the Purchase of Land, and 
Co-operative Credit Associations to Undertake ,the Financing 
of the Production and Marketing of Agriculture Products, 


NLIKE the United States 
Committee of Agricultural 
Inquiry, the body set up by 


the British Government in October, 
1922, to see what could be done to 


aid agriculture in its temporary and 


more permanent difficulties was re- 
stricted to one aspect only of the 
general problem, namely the provi- 
sion of adequate credit facilities for 
the farmer. Hence the Committee 
on Agricultural Credit did not by 
any means go to the bottom of the 
farmer’s difficulties, nor did it deal 
with more than one of his numerous 
complaints. Within its limitations, 
however, it has issued a most valu- 
able report* upon the credit facili- 
ties now available for agriculturists, 
and made some suggestive recom- 
mendations for their improvement. 

The Committee found itself faced 
with two major problems, the one 
more or less temporary, arising out 
of the war-time actions of the Gov- 
ernment, the other of a more perma- 
nent nature. ‘The former was con- 
cerned with the provision of long- 
term credit to assist tenant farmers 
in the purchase of the freehold of 
their farms, and landowners in the 
permanent improvement of their 


property. The latter involved the 


furnishing of short-term credit for 


facilitating the production and mar- 


keting of crops and intermediate 
credit for the purchase of live-stock 
and farm equipment. 


Permanent Improvements 


Dealing first with long-term cred- 
it, the Committee found that the 
present facilities supplied the needs 
fairly satisfactorily. During the 
last seventy years a company, known 
as the Lands Improvement Com- 
pany, has been operating, under the 
supervision of the Ministry of Ag- 
riculture, to advance sums to land- 

* Report of the Committee on Agricultural 


Credit, Cmd. 1810, 1923; obtainable from 
Kingsway, London, W. C. 2; Price 9d. 


owners for improvements, the sums 
being repayable over periods of 
from 15 to 40 years. The mort- 
gages imposed being readily assign- 
able to insurance companies, the re- 
sources of the Company are almost 
unlimited. Up to 1920, however, the 
rate of interest on these mortgages 
was limited by statute to 5 per cent., 
while at present that figure may be 
exceeded only with the permission 
of the Board of Agriculture. The 
Committee recommends, in this con- 
nection, that this privilege be ex- 
tended to any associations acting un- 
der the same statutes as those from 
which the Lands Improvement Com- 
pany’s powers are derived. By this 
means, coupled with greater public- 
ity, it is believed that no necessity 
will be felt for any governmental 
assistance. 


Conditions of Land Purchase 


Turning to the matter of land pur- 
chase, however, the problem re- 
quires much closer attention. Dur- 
ing the past twelve years, at least, 
there has been a noticeable tendency 
towards an increase in occupying 
ownership of farms. This was due 
primarily, before the war, to in- 
creasing taxation, impelling absen- 
tee owners to dispose of their 
property. To the increasing power 
of this impetus during the war was 
added, on the farmers’ side the at- 
tractiveness of high prices for their 
products and good prospects for 
their continuance. For this situa- 
tion the Government was largely 
responsible. In order to encourage 
farmers to increase their crop out- 
put, the Corn Production Act of 
1917 guaranteed certain minimum 
prices for specific products, notably 
wheat and oats. In 1921, contrary 
to what were taken to be specific 
pledges of the continuance of the 
arrangement, as a feature of per- 
manent agricultural policy, the Act 
was repealed. 
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Whatever the degree of justifica- 
tion for the farmers’ faith in the 
future of governmental guarantees, 
the fact remains that, (in the words 
of the Committee), “in certain in- 
dividual cases purchasers were di- 
rectly influenced by the Corn Pro- 
duction and Agriculture Acts, if not 
actually to embark on ownership, at 
any rate to pay a higher price for 
their farms than in other circum- 
stances they would have been pre- 
pared to offer.” Accordingly, there 
lay with the Government a certain 
responsibility to assist such farmers 
out of the situation in which they 
found themselves as a result of the 
slump of 1920. 


The Present Situation 


At present agricultural prices are 
at a level distinctly lower than that 
of general commodity prices. The 
“Fconomist” index number for 
cereals and meat, taking the 1913 
average as 100, puts the level for 
Feburary, 1923, at 146, showing a 
distinct downward trend, while for 
all commodities the figure is 171.6, 
revealing a gradual upward move- 
ment. In many cases prices have 
fallen below cost of production. At 
the present time English wheat is 
selling at a price not more than 20 
per cent. above the pre-war level. 
The following table of prices is il- 
luminative in ths connection: 


“Gazette” average price of British wheat 
per. quarter. 


1913 31s 8d. 
1914 34 HAT 
1915 52 10 
1916 58 5 
1917 75 9 
1918 71 11 
1919 72 11 
1920 80 10 
1921 71 6 
Harvest year 1922-23 * 40 5 


*From the “Economist”; 25 weeks ending 
March 3, 1923. 

These circumstances alone account 
for a large part of the agriculturist’s 
difficulties. Added to this, however, 
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is the fact that land purchases were 
made at prices of anything up to 50 
per cent. above the pre-war levels. 
These . commitments undertaken 
when commodity prices were at a 
much higher level, have been con- 
verted from comparatively light to 
well-nigh unbearable burdens. It 
has to be noted, however, that even 
now prices are at a level which, un- 
der ordinary circumstances, would 
enable the farmer of means to meet 
such commitments. The problem 
is concerned, therefore, in the main 
with the farmers who would not 
ordinarily have bought their farms, 
but who were attracted into the po- 
sition of installment purchasers, so 
to speak, by the unusually bright 
prospects of 1918. The position has 
been rendered worse by the fact 
that, owing to the recent slump in 
the value of farm land, resale can 
only be undertaken at a heavy loss 
to the unfortunate war-time pur- 
chaser. 


Existing Facilities 


The financing of these purchases 
has been borne very largely by the 
banks, lending on overdraft. Such 
a method has many advantages for 
the purchaser, but is scarcely in the 
nature of an attractive investment 
for the banks. The rate on over- 
drafts is around one-half to 1 per 
cent. above bank rate, with a mini- 
mum of 5 per cent. and the banks 
are not finding it easy to liquidate 
their loans in this direction. While 
recognizing the perversion of func- 
tions involved in the continual re- 
newal of these overdrafts by the 
banks, it is gratifying to record that 
the Committee “was satisfied that 
the banks are handling the situation 
with patience and forbearance and 
are showing reasonable consideration 
within the recognized principles of 
sound banking.” 

In the interests, not only of the 
individual farmer, but of production 
and employment in the agricultural 
industry, the Committee made a 
careful study of existing state ma- 
chinery for the assistance of long- 
term financing operations. The 
Farm Bloc in the United States 
Congress may be particularly inter- 
ested to learn that, to the Committee, 
it appeared that “ample provision” 
existed in the United States and 
Canada. Nevertheless, and despite 
the emphasis placed upon the im- 


portance of national production, as 


a consideration rendering individual . 


difficulties of more. than individual 
concern, the Committee recommends 
that State assistance should be ex- 
tended only to those who contracted 
to purchase their farms during the 
operation of the Corn Production 
Act, 1917-1921. 


The Committee’s Scheme 


The proposals visualise the set- 
ting up of Mortgage Societies, to is- 
sue debentures to the public, the 
proceeds of which-would be used to 
make loans on mortgage to pur- 
chasers eligible under the scheme. 
The state would guarantee the inter- 
est and principle of the debentures. 
Loans on mortgages would not ex- 
ceed 75 per cent. of the present val- 
ue of the security, and would bear 
interest at not more than one-half 
per cent. above the debenture rate, 
and be repayable by half-yearly in- 
stalments covering a period not 
longer than the life of the deben- 
tures, (maximum 40 years). Of 
the one-half per cent. excess inter- 
est, one-fourth would go to the 
State for the building up of a re- 
serve fund, and the other one-fourth 
to the societies to cover expenses. 
It is estimated that the societies 
should be able to raise money at 5 
per cent. the farmer therefore being 
called upon to pay 5% per cent. 

The proposed rate is above the 
present average level for bank over- 
drafts. However, the latter being 
elastic, the committee is optimistic 
that farmers will be attracted to the 
regular scheme of repayment out- 
lined in the recommendations. As 
to the 75 per cent. maximum, the 
committee considers it not only 
ample but safe. Its view as to 
safety is based on the statement that 
“capital values are based on the long 
view and are not greatly affected 
by ephemeral conditions.” Never- 
theless, it recognizes, earlier in the 
report, that agricultural land values 
rose, during the boom, to anything 
up to 50 per cent. above 1914 levels, 
and subsequently fell by from 15 to 
20 per cent. Presumably the Com- 
mittee’s view is that a further de- 
cline is unlikely. 

As contrasted with these condi- 
tions, the problem of the provision 
of short-term and_ intermediate 
credits is of a more permanent na- 
ture. It should be remembered that 


the bulk of the financing of crop 
production and movement is per- 
formed, not by means of the dis- 
counting of notes, but by overdrafts 
or deferred payments. Perhaps in 
part as a result of this distinction, 
the British Committee seek to set 
up one agency for the performance 
of the duties imposed upon two 
separate bodies—the Federal Re- 
serve System, for short-term, and 
the Federal Agricultural Credit 
Corporations, (under the Capper 
bill), for intermediate credit—in 
the United States. | 


The conclusion arrived at by the 
Committee is summed up in two 
sentences from the report. ‘The 
most effective way of increasing a 
farmer’s credit status is by inducing 
him to link up his credit with that 
of his fellows. This is the principle 
of co-operative credit which has 
been successfully applied to the case 
of farmers in other countries and 
we are convinced that it is in this 
direction that a solution of the 
short-term credit problems of agri- 
culture in this country should be 
sought.” 


Co-operative Credit 


The plan proposed, under this 
principle, consists of the formation 
by the farmers, under state en- 
couragement and supervision, of 
local Co-operative Credit Societies, 
all affiliated to special branches of 
the Department of Agriculture. 
The Government would advance to 
these societies £1 for every £1 of 
capital (at least 5 shillings paid up) 
subscribed to the societies, the gov- 
ernment contributions to rank for 
all purposes prior to the capital. 
On these advances “the lowest eco- 
nomic rate possible” should be paid. 
The funds so raised, and augmented, 
if the societies so desired, by de- 
posits from members or non-mem- 
bers, would be utilized in loans to 
farmers for any agricultural object 
which represented in their view a 
sound and remunerative investment. 

Such a scheme would undoubted- 
ly supply a very long-felt need in 
Great Britain—a need which has — 
been met in almost every western 
European country by some scheme 
encouraging self-help among the 
farmers, by the offer of a measure 
of State assistance in some form or 
other. 
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Publishes Its Own Newspaper 


By J. M. Case 
Dime Saving Bank, Detroit 


Detroit Bank Gave Free Advertisements to Neighborhood Mer- 


chants, Distributed the ‘‘News’’ 


Free at Homes and Found that 


New Accounts Procured for a Branch Cost but 75 Cents Each. 


Merchants 


HE Dime Savings Bank of 

Detroit, Michigan, recently 

opened a new branch at 
Twelfth and Pingree Avenues. To 
advertise this branch to the neigh- 
borhood and to secure the good will 
of the merchants in that district the 
bank hit upon the idea of publish- 
ing a newspaper of its 
own and distributing 
the paper to every 
business house and 
residence in the com- 
munity. 

The publication was 
called the Twelfth and 
Pingree Neighborhood 
News and contained 
an announcement rela- 
tive to the opening of 
the branch. Also it 
announced a Chil- 
dren’s Day at the new 
office. Local news 
items were incorporat- 
ed and advertising 
was obtained from the 
neighborhood mer- 
chants. 

With a dummy of 
the publication com- 
plete except for the 
advertisements, a rep- 
resentative of the bank 
called on each mer- 
chant in that territory 


Like the 


Idea and Bought 


copies and as the advertising space 
was worth $1.50 per inch to the 
merchant the latter was quick. to 
take advantage of the offer. 
Through the newspaper the bank 
secured the good will of everyone 
on the street by giving to every 
merchant at least a small advertise- 


and gave to him a 
small space under the 
heading “Certified 
Bargains” at no cost 
to the merchant and 
regardless of where 
he did his banking. 
To those who would open accounts 
with the bank, the representative 
extended the additional inducement 
of a larger display advertisement 
in the paper. 

The bank had a better circulation 
to offer than the local community 
newspaper as it guaranteed 5,000 


ment. A great many new and de- 
sirable commercial accounts were 
thus obtained; within a week after 
the date of issue, the branch had re- 
ceived the account of practically 
every merchant who had an adver- 
tisement in the paper even including 
the ones who had taken only the 
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‘Certified’? Space. 


“Certified Bargains” space. Each 
advertisement represents from one 
to three accounts, so the enterprise 
proved to be decidedly profitable. 

The very day that the issue was 
distributed, three merchants called at 
the new branch inquiring how they 
could get their advertisement into 
the next issue. These 
merchants were locat- 
ed farther up and 
down the street than 
those on whom the 
bank’s representative 
had called. These 
three merchants also, 
become depositors and 
have their advertise- 
ment running in the 
second issue. 

Aside from the act- 
ual accounts that this 
newspaper brought in- 
to the new _ branch, 
the bank would have 
been perfectly satisfied 
with the advertising 
value of the paper just 
as a piece of literature 
distributed to every 
home in that section. 
Considering the fact 
that many accounts 
both commercial and 
savings were obtained 
in addition to the gen- 
eral publicity, those in 
charge feel that this 
newspaper stunt is 
one of the best new 
business getters. 

The new accounts 
through this medium 
cost about 75 cents apiece without 
the time required for solicitation— 
A record hard to break. 

This introduction of the bank to 
the community had more than the 
merit of novelty for through the 
newspaper a service was actually 
rendered. 


How Silver Affects China’s Trade 


By F. R. ELDRIDGE 


Chief of Far Eastern Division, Department of Commerce 


the effect of exchange fluctua- 

tions between countries on a 
gold basis where movements of com- 
modities, unbalanced budgets, infla- 
tion, etc., play important parts are 
not apt to appreciate the effect of 
dealing as one must on a specie 
basis in China in practically two 
commodities—silver or gold and 
merchanidse every time an import 
or export transaction is consum- 
mated. 

Of these two transactions by far 
the most risky and difficult is the 
transaction which secures the gold 
to pay for the imported goods from 
abroad or the silver to purchase the 
goods from the interior to be ex- 
ported. 


[tie ef of us who are used to 


July Prices in April 


If a Chinese merchant desires to 
purchase piece’ goods in April for 
July delivery, he can easily get a 
July price in gold from an importer. 
If a foreign merchant wishes to 
purchase silk in China for July de- 
livery, he can easily obtain a July 
price in silver from an interior mer- 
chant. 

The next problem for the Chinese 
merchant and by far his most se- 
rious one, is to assure himself that 
with the amount of silver which he 
has calculated he can pay for the 
goods and make a profit, he also can 
secure enough gold in July to meet 
the draft drawn on him in foreign 
currency to cover the goods ordered 
from abroad. He has but two 
courses open to him. Either pur- 
chase forward “exchange” on the 
foreign country from which he has 
ordered the goods for the same date 
on which the payment becomes due 
—July—or keep his silver and take 
a chance on getting more gold for 
it when July comes on the assump- 
tion that July “spot” silver will be 
worth more than the forward price 
at present. 

On a strong and prospective ris- 
ing silver market generally he can 
figure that his silver will purchase 
more gold dollars four months 
hence than they will at present. At 


any rate, the Chinese usually takes 
a chance. On a weak and falling sil- 
ver market he is quite sure that his 
silver will not purchase as much 
gold in July as it does now. If he 
is not a speculator, but must have a 
regular supply of goods to fill cus- 
tomers’ orders from the interior, he 
will purchase gold for July delivery 
even though the July “spot’’ silver 
may go lower than silver which he 
can purchase forward and give him 
less goods than by purchasing his 
gold at present. If he is a foreign 
merchant he will not purchase his 
goods forward at all on a falling sil- 
ver market unless he has definite 
orders from responsible Chinese 
merchants and is assured that they 
will meet their obligations. 

Many Chinese merchants will pre- 
fer to wait until July, when the 
same amount of silver which they 
now possess, though probably buy- 
ing less imported goods for July 
“spot” delivery than on an exchange 
fixed “forward” for July now and 
perchance if silver goes up, buy 
more goods and make a gain in- 
stead of taking a loss. 


The Speculator 


The speculating merchant, if sil- 
ver should rise instead of fall, would 
be able to buy “spot” goods in July 
cheaper than the non-speculative 
merchant who pays relatively more 
for his gold “exchange,” bought 
forward in February, but who 
wishes to know definitely in Febru- 
ary what his goods will cost him in 
July. At any rate the speculator 
stands a chance to gain and he need 
not buy at all if silver does not re- 
act as he wishes. 

A falling silver market in this 
way tends to check forward commit- 
ments by keeping speculators out of 
the merchandise market, although it 
may stimulate use of silver to put- 
chase gold drafts at “spot” rates 
provided the merchant can thus af- 
ford to tie up his cash. It stimu- 
lates “spot” business but checks 
“forward” business, depending al- 
ways on the interest rate at which 
funds canbe borrowed and, of 
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course, the spread between ready 
and forward rates for silver. 


Two principal elements enter into 
the fixing of the price of silver, 
world supply and merchandising de- 
mand. Assuming that an increase in 
the world supply promises a fall in 
silver prices, the above reaction in 
the import markets of silver cur- 
rency countries like China takes 
place. The tendency is to buy gold 
and sell silver “forward.” The re- 
sult is an over-bought gold and an 
over-sold silver position “forward” 
on the part of all exchange banks. 


In the Export Trade 


In the export trade the exact re- 
verse is true. The foreign export- 
ers who seldom speculate in the sil- 
ver they will need to make July 
purchase of silk and other raw ma- 
terials want to trade gold exchange 
for silver for July delivery at pres- 
ent low “forward” rates of silver so 
that they can purchase more export 
commodities in July with their “for- 
“ward bought silver when “spot” 
silver may have risen. 

As pointed out the speculative im- 
porter does not want to buy gold 
and sell silver exchange for July de- 
livery because he prefers taking a 
chance on it going up and putting 
himself in an advantageous position 
over the regular merchant. On the 
other hand the non-speculative for- 
eign exporter does want to sell gold 
and buy silver exchange for July 
delivery because he does not specu- 
late and wants to be sure to have 
as much silver, without speculating, 
as he can for his present available 
gold with which to buy silk deliv- 
ered to him in July. There is, there- 
fore, a scarcity of silver offered to 
the banks by the first group, where- 
as there is a great demand on the 
banks for “forward” silver by the 
second group. ‘This process tends 
to bid up the July price of silver by 
increasing the merchandising de- 
mand for that metal, and check the 
downward tendency due to over 


supply. 


Is the French Debt Collectible? 


HE agreement reached with 
Great Britain for refundment 
within sixty-two years of ap- 
proximately 47 per cent. of the ag- 


_gregate of the vast sums of money 


loaned by the United States to the 
Allies, focuses attention upon our 
next principal debtor who owes us 
approximately 37 per cent. of the 


sums advanced, and who carries the. 
interest charges thereon 
budget as a “political debt to the 


in her 


United States.” 

A brief consideration of the pur- 
poses of the loans to France, of her 
economic condition, and a compari- 
son of her budgetary condition 
with that of England will indicate 
the proposition with which we are 
confronted. 


Each Nation Responsible 


Long prior to. the entrance of the 
United States into the World War, 
it had been demonstrated that none 
of the Allied governments could 
provide financial aid outside of its 
own territory except to a very lim- 
ited extent. 
vented the free movement of goods, 
gold ‘and securities; foreign pay- 
ments could only be made by sell- 
ing one currency and buying another 
with resulting depreciation of the 
one and appreciation of the other. 
Economic laws governing interna- 
tional exchange had forced the Al- 
lies to the conclusion that the peo- 
ple of each nation should respond in 
taxes and domestic loans to the 
financial needs of its own and inter- 
Allied account; thus it came about 
that the rule was early established 
that each nation would be responsi- 
ble for the financing of its own and 
inter-Allied purchases within its 
territory. When the United States 
joined in the struggle, she accepted 
the established rule with the result 
that France became indebted to us 
in the sum of $3,358,104,083.20. 

The total gold supply of the 
world has been estimated in the re- 
port of the Director of the Mint at 
$8,561,921,000. ‘The French debt 
of $3,716,514,527.47 te the United 
States totals more than a third of 
the entire gold supply of the world, 


War restrictions pre-. 


By O. R. McGUIRE 


of which gold supply France holds 
only $694,839,000. ; 

The payment of the French debt 
to America cannot be effected 
through the purchase of gold in the 
world markets but must be effected, 
if at all, through the establishment 
by the French people of credit bal- 
ances arising out of trade and other 
financial relations. Moreover, the 
French nation must be able through 
taxation supplemented by other in- 
come, such as reparations, to se- 
cure the means with which to pur- 
chase these credit balances from 
her exporters and others. In this 
connection, the following table 
showing the total value of visible 
French exports and imports, both 
before and after the war, is per- 
tinent : 


Exports Imports 
13 921 1913 1921 
6,880,217 20,553,101 8,421,332 23,548,273 
(Hundred francs omitted) United States 
Excess of Imports Excess Imports 
1921 
1,542,078 
The table shows that France had 
an apparent unfavorable balance of 
trade even before the war and that 
it is steadily growing larger. There 
is a difference between the post-war 
and pre-war unfavorable balances: 
before the war there was a seady 
flow of invisible credits from for- 
eign investments which took care of 
the deficit in the visible trade bal- 
ance. ‘That flow has now largely 
disappeared through failure of her 
debtors as in the case of Russia, 
Mexico, Turkey, and Bulgaria or 
through the liquidation during the 
war of her holdings in the United 
States and the British Empire. 


Known Losses and Gains 


1913 1921 1913 
1,541,115 1,995,372 472,119 


When known French losses are 
offset by known French gains, her 
economic conditions and the un- 
favorable balance of trade make it 
fantastic to expect France for a 
long time to come to pay her debt 
to the United States out of excess 
of exports over imports, either in 
direct trade with us or in triangular 
operations. 


The Budget 


The following table shows the 
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condition of the French budget both 
before and after the war: 

Francs 
4,926,246,002 
Expenditures 4,736,603,634 


Deficit * 189,642,468 
*Surplus. 


1921 
26,558,611,566 
41,816,364,160 
15,257,752,594 


Receipts 


During the interim France was 
converting her credit balance into a 
deficit of more than half of her 
total receipts, England increased her 
credit budgetary balance from 750,- 
897 to 176,022.00 pounds sterling. 
The reason for the difference may 
be found in the following table of 
per capita expenditures, revenues 
and taxation in pounds sterling: 


Total Expenditures 
191 1921 


3 
Great Britain 4.83 23.15 
France 6.11 22.9 
Total Revenues Taxation 
1913 1921 1921 
4.10 29.2 21.16 
5.2 L123) 9.3 


The English are the most heavi- 
ly taxed people in the world but 
they have succeeded in reducing 
their per capita indebtedness to ap- 
proximately $822.54 as against 
$1,229.62 for France and $226.35 
for the United States. Interest on 
the French national debt amounted 
to 50.9 per cent. of the total revenue 
in 1921, 59.9 per cent. in 1922, and 
64 per cent. in 1923, while “taxa- 
tion: has reached the point where it 
defeats its purpose.” <A recent esti- 
mate made by the French Finance 
Committee placed the French na- 
tional wealth at 800,000 million 
francs, or 6,547 francs per capita 
or 15.7 per cent. less than the pre- 
war wealth. 


At the time we were making ad- 
vances to England and France to 
pay for their purchases in the 
United States, they had and were 
making advances to the other Al- 
lied powers to pay for purchases 
within their territory. The follow- 
ing table indicates the relative po- 
sition between the two powers and 
shows England through the trans- 
actions remaining a creditor, while 
France became a debtor nation.* 

This would seem to demonstrate 
that even though the French people 


*See table on next page. 
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should succeed in reversing the bal- 
ance of trade, the French nation 
would be unable, could she collect 
every dollar that is due her and 
through taxation, unless hitherto 
untapped sources of revenue are 
found, to raise the necessary means 
to purchase from her exporters the 
trade credits to apply on her indebt- 
endenss to the United States. 

_ The only other hope lies in the 
collection of the reparation pay- 
ments. France was scheduled to 
receive 52. per. cent. of the toial 
German reparation payment of 
132,000,000,000 gold marks, namely 
68,640,000,000 gold marks, either in 


Loans to other nations 
Borrowed from U. S. 
Borrowed from England 


loans -to Russia which are 
uncollectible 


Less 
Balance 


cash or in kind. Germany has paid 
on account 1,500,000,000 marks, has 
defaulted on the remainder, and 
France has occupied a portion of 
her richest industrial territory to en- 
force payment. Students of world 
finances believe that Germany can 
pay more than $10,000,000,000 and 
that only over a period of twenty 
years with little or nothing for the 


Edward P. Farley 
Recently Appointed Head of the U. S. Shipping Board 


France 
$2,717,888,500 
—3,358,104,083 
—2,707,020,000 

$_3,347,235,583 
—1,111,000,000 


$_4,458,235,583 


June, 1923 


England 
$9,465,336,000 
4,166,318,358 


$5,299,017,642 
—2,728,404,000 
$2,570,613,642 


first period and the greater part 
during the second decade after she 
has had an opportunity to reestab- 
lish her internal finances and her 
people have had a chance to build 
up foreign trade credits. France 
charges that Germany has hitherto 
sought to evade payment; that 
Germany was not devastated dur- 
ing the war; and has proved that 
with currencies reduced to a com- 
mon denominator, German  citi- 
zens have paid less taxes than 
French citizens. But it should also 
be noted in this connection that the — 
French people have been unwilling 
to receive except to a very limited 
extent, German labor or German de- 
liveries in kind. 

Whatever may be the real cause, 
Germany has met only about one- 
sixty-eighth of the total reparation 
payments and has declared her in- 
ability without a moratorium to 
make further payments. There is 
little relief in sight for the French 
budget through reparation pay- 
ments; on the contrary there is 
every evidence that the deficit will 
grow greater through her attempts 
to force immediate payments. 

A statement recently issued says 
that official figures of the French 
Treasury disclose that 781,335 per- 
sons were assessed in France for 
general income tax in the year 1921. 
The yield from the tax during that 
year was 1,146,000,000 francs. 


It is World Wide 


The impoverishment of shipping” 
is not confined to the United States. 
The shipping trade of the world is 
suffering from the aftermath of the 
war, and the depression in this in- 
dustry is not confined to the Ameri- 
can flag. All maritime nations are 
confronted with problems similar to 
ours, as a result of the overbuilding 
after the Armistice, and the high 
prices paid for tonnage during the 
boom in freights, which deluded all 
nationals who failed to study the 
possibilities of a business overde- 
veloped—JamrEs A. FARRELL. 
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The Condition of Business 


Country Appears Able to Absorb the Production. Results of Pub- 
‘ lications on Caution. Labor Shortage Has Improved Efficiency 
of Production. Business Houses Conduct Operations So Carefully 
That the Need for Loans is Less Than Usual During Prosperity. 


: HERE is general agreement 
among students of business 
that there was a distinct pause 

during the latter part of April and 
the early part of May in the growth 
of business activity which has been 
going forward rapidly for more 
than a year. The production and 
shipment of goods continued at a 
high rate, but a new feeling in the 
atmosphere made itself manifest by 
a curtailing of orders for goods for 
future delivery. Prices of specula- 
tive stocks which have always acted 
as advance indicators of business 
activity lost ground heavily, new 
building projects were postponed, 
wholesale trade became less active 
particularly in textile lines, and the 
prices of a considerable number of 
basic commodities turned down- 
ward. The question for current 
discussion has been whether these 
events were the omens of a pause 
or a collapse of business activity ; 
whether they represented a breath- 
ing spell or a faint. 


Speculative Stocks — 


Between the latter part of 
March and the middle of May price 
averages of industrial stocks de- 
clined 10 or 15 points, and railroad 
price averages declined 5 or 10 
points. In both cases the averages 
reached levels approximately equal 


to the low points of November 


which had followed the speculative 
activity of September and October 
just as the recent high prices fol- 
low the rather unusual activity of 
February and March. An interest- 
ing feature of the recent decline is 
the fact that it accompanied low 
money rates. Stock exchange 
money has been obtainable at rates 
between 4 and 5 per cent. and the 
rate was as a rule under 5 per cent. 
It has been very rare in the past 
for stocks to break heavily with as 
easy money conditions prevailing, 
and the explanation of the break in 
stocks is probably to be found in 


something other than the money 
situation. 


Deferred Building 


In New York, Boston, and other 
large cities, rising prices of build- 
ing materials and wage disputes, 
which in many cases have been ac- 
companied by the payment of high 
bonus payments in addition to the 
regular wage scales, have led to a 
deferment of building projects by 
a number of large interests. The 
recent rush for building construc- 
tion in the past few months has out- 


‘run the supply of labor, and the 


available supply of materials, and 
has resulted in a competitive condi- 
tion which has rapidly been mak- 
ing building costs prohibitive. 
These costs are now estimated at 
more than twice the pre-war level, 
and there has been an increase esti- 
mated at more than 3 per cent. in 
the past month. 

The consumers’ strike in the 
building industry has been reflected 
in the available statistics for the 
volume of building. The value of 
construction for which building 
permits were granted in New York 
City was so greatly reduced in April 
that the total building permits 
granted in 158 cities including New 
York were more than $46,000,000 
less than in March. In the inter- 
pretation of these figures it should, 
of course, be remembered that the 
March figures constituted a new 
high record, and that with the ex- 
ception of New York and a number 
of other large cities, the April fig- 
ures continued to be in heavy 
volume. - 

The figures compiled by the F. 
W. Dodge Company for the value 
of building contracts awarded 
throughout thirty-six cities showed 
an increase between March and 
April, but this increase was less than 
generally takes place at this season 
of the year when building activities 
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are usually increased by favorable 
weather. 

Building contractors are divided 
in their opinion as to whether the 
present tendency to curtail opera- 
tions will be widespread and power- 
ful enough to check price and wage 
advances, and allow a good volume 
of building to continue at a more 
normal price level, or whether it 
will be necessary to have a build- 
ing depression of some kind before 
wages and prices reach a more 
reasonable level. 

Studies made by a number of 
statistical agencies, most notably by 
the Cleveland Trust Company, 1n- 
dicate that there still exists a wide- 
spread building shortage in this 
country resulting from_ the war 
years of under-construction. This 
shortage will have a tendency to 
guarantee a considerable volume of 
building under reasonable wage and 
price conditions. 


Changes in Commodities 


A recession in prices of a number 
of important basic commodities was 
reflected during April and the early 
weeks of May in such price indices 
as that maintained by Professor 
Irving Fisher and Bradstreet’s. ‘The 
changes in general price averages 
were not large, but were evidence of 
a less active commodity market. In 
the latter part of May there was 
some slight price stiffening. 

The major price indices in use 11 
this country have not as yet reflected 
these changes in any appreciable 
fashion. The Department of Labor 
index number for April was the 
same asin March. This index num- 
ber is made up from the prices of 
about 400 different commodities, in- 
cluding manufactured and semi- 
manufactured products, as well as 
raw materials, and its changes show 
not only the situation in the markets 
for raw material, but also reflect, to 
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a certain extent, changes in wages. 
The Department of Labor index is 
now 15 per cent. higher than it was 
a year ago, an increase correspond- 
ing fairly closely with the increase 
in wages since that time. 

Another index which is exceed- 
ingly slow to reflect price changes is 
the cost of living index, or the index 
of retail prices. One reason that 
these indices have remained so un- 
disturbed is that they include heavy 
weightings for food and foodstuffs, 
which have tended downward rather 
than upward recently, a situation 
which also has implications for the 
farmer, who has paid higher prices 
for the goods which he buys and has 
marketed his product at somewhat 
lower prices. 


Wholesale Trade 


The figures for wholesale trade 
collected by the Federal Reserve 
Banks show in moderate degree the 
pause in advance ordering which 
has taken place in the past few 
weeks. The April figures were well 
above those for a year ago, but show 
a greater decline from the March 
figures than is usual for this season 
of the year. In the main the evi- 
dence at present as to wholesale 
trade is a matter of hearsay and 
testimony rather than figures. But 
there are reports from a large num- 
ber of concerns that buying has been 
rather slow during the past few 
months. This has been particularly 
true in the textile lines and a num- 
ber of Fall River mills have cur- 
tailed production, due to inadequate 
orders. Here again caution is nec- 
essary as to the interpretation of the 
facts, because during the month of 
March the textile mills made new 
high records in the volume of their 
output. 


Significance of the Pause 


The significant feature about 
these various evidences of some 
pause in business activity is found in 
the fact that evidences closely simi- 
lar to these appeared in the fall of 
1919 and early in 1920, before the 
general decline in business which is 
commonly dated from about the 
middle of 1920. Stock prices com- 
monly anticipate the movements of 
business by some few months. The 
textiles are proverbially rapid in 


their response to changing condi- 
tions. Building construction reached 
its maximum in the latter part of 
1919 and declined continuously dur- 
ing 1920. Wholesale trade reached 
its peak at the last part of 1919. It 
is because these events have in the 
past been indicative of changing con- 
ditions that they are worth watching. 


The Effect of Caution 


During the months of March and 
April a count of the number of 
speeches or the number of newspa- 
per articles which advised the busi- 
ness man to be cautious with regard 
to his future demands would prob- 
ably show a new high record for the 
appearance of such advice. It is 
natural that the effect of this heavy 
vote in favor of caution should be a 
large degree of actual caution in 
catrying forward business, and ex- 
actly this has occurred. The stock 
market, which reflects business senti- 
ment, has reacted accordingly. 

As the basis of all these words 
of advice is undoubtedly a sound 
need for caution in the present 
shortage of labor, rising wage rates, 
rising prices and the danger of un- 
due credit expansion. But at pres- 
ent all the available evidence indi- 
cates that business is operating 
efficiently and profitably ; that there 
is a genuine demand for goods; that 
there are small inventories on hand 
and little excess ordering. In other 
words, business appears to be sound. 

The present rate of operation in 
production and sales is probably 
higher than the power of the coun- 
try to absorb the goods indefinitely, 
but for the present at least the coun- 
try appears able to absorb what is 
being produced. The caution which 
has exhibited itself in the ways out- 
lined above has not affected an ex- 
traordinarily heavy volume of pro- 
duction and trade, which has con- 
tinued to be at about the same rate 
as in the previous month. 


Production 


The production index of the Fed- 
eral Reserve Board for the month of 
April stood at 125 (1919 average= 
100%). This is about 1 per cent. 
lower than in March, but represents 
a rate of activity equal to the most 
active periods of the past. ‘There 
were increases in the production of 


pig-iron and petroleum and de- 
creases in the production of lumber 
and anthracite coal and the mill con- 
sumption of cotton. The production 
of pig-iron was a new high record 
and reflects the exceptional activity 
of the building and automobile in- 
dustries, and the manufacture of 
railroad equipment. ‘There is a 
pressing demand for iron and steel 
products as rapidly as they are pro- 
duced, although even in this field 
there was a slight indication of great- 
er caution in advance orders in a 
slight decline in the unfilled orders 
of the United States Steel Corpora- 
tion. This decline probably repre- 
sented a delay by consumers in plac- 
ing their orders for delivery in the 
third quarter of this year. 

The United States Bureau of 
Labor Statistics reported a con- 
tinued increase in employment in 
industrial establishments and there 
were as many wage increases an- 
nounced in industry as in the pre- 
vious months, when the number of 
increases ran well over two hundred. 
Employment agencies continue “to 
report further difficulty in securing 
unskilled laborers and certain types 
of skilled workers. A good many 
industrial concerns have begun to 
import workers from Mexico and 
from Canada, and a number of 
northern industries have undertaken 
to bring colored labor from the 
south. 


Gains in Management 


One interesting feature of the 
factory situation is the way in which 
the presence of a labor shortage has 
improved the efficiency of industry. 
By bonuses and by other special in- 
ducements the output per man has 
been increased and wage advances 
have been made possible without 
eliminating profits. One concern is 
encouraging its employees to pur- 
chase homes and is operating a loan 
fund for that purpose. Another is 
giving its men group insurance and 
if a worker threatens to leave, the 
wife is notified that the insurance 
will terminate when he leaves. Wel- 
fare work is being organized on a 
scale which has not been common 
during the past year or two. By 
these and many other devices more 
contented and efficient workmen are 
sought. The result of this policy 
and the policy of cautious ordering, 
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small inventories with low overhead, 
is a continued stream of business 
profits in most lines. 


Banking Situation 


Since the first of the year total 
loans and investments of member 
banks which report currently to the 
Federal Reserve System have in- 
creased only slightly There has been 
an increase of about $200,000,000 in 
the loans which are made largely for 
commercial purposes, but this in- 
crease has been mostly offset by the 
liquidation of securities which have 
been held by the banks. As bond 
prices have edged lower and stock 
prices reached their peak in March, 
many banks took the opportunity to 
sell security holdings. Funds thus 
secured have been available for the 
extension of loans to business en- 
terprises as they were required. As 
a net result of this transaction, and 
the continued receipt from abroad 
of small quantities of gold, the 
banks of the country are in an ex- 
ceptionally liquid condition, with 
large secondary reserves of short 
time securities, and very few frozen 
loans. Banks continue, however, to 
be cautious in their attitude in ac- 
cepting new loans. 


Investigations made by the 
Missouri Bankers Association 
and under the direction of Dale 
Graham, have revealed that 368 
banks in the state, in towns of 
under 2,000 population are paying 
their cashiers and chief executives 
an average of only $110 per 
month. 

Only 273 of the 1,162 report- 
ing banks in towns under 5,000 


population pay the president a. 


salary. ‘The report says: 

“Tt indicates that, even allowing 
for the economy of living in small 
communities, the cashiers and man- 
aging officers of those 1,162 banks, 
who receive an average of $140 
per month, either must have per- 
sonal means to begin with, or must 
maintain the standards necessary to 
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One of the real difficulties which 
banks are having is to employ their 
funds profitably. Business houses 
are being conducted with such great 
caution that their need for borrowed 
funds is smaller than usual at a 
time when business is active. Many 
business concerns now have large 
bank balances, whereas in times past 
in periods of great activity they bor- 
rowed heavily. As a result the de- 
mand for short-term high grade se- 
curities is exceptionally large, and 
banks and industrial concerns have 
in many cases found it difficult to 
purchase these securities in the quan- 
tity that they desire. 


Unfavorable Trade Balance 


In March and April for the first 
time since 1914 the value of imports 
into this country exceeded the value 
of exports, and for the two months 
the total excess of imports amounted 
to more than $100,000,000. This 
reversal of the trade balance follows 
a long period during which we 
shipped abroad continually much 
larger quantities of goods than we 
received in return, and as a conse- 
quence received payment in gold, or 
in securities representing capital 
holdings abroad. The reversal of 


Bank Salaries in Missouri 


their positions as the leaders of their 
communities and the builders of the 
commonwealth by means of ‘side 
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the balance is probably a response 
to heavier purchases of raw mater- 
ials to feed manufacturing activity 
in this country. Our purchase of 
these materials represents a boon to 
foreign countries. For too long the 
foreign countries have been unable 
to pay us in goods for the goods they 
have received from us. In spite of 
this reversal in the trade balance, 
there has continued to be some net 
importation of gold into this coun- 
try. The net amount of such im- 
ports during April amounted to 
about $8,000,000. 


Price Increases Abroad 


One cause of increased imports 
into this country has been our very 
rapid recovery in business and the 
increases in prices in this country as 
compared with prices abroad. ‘There 
has been a lag between the improve- 
ment of business in this country and 
the improvement abroad, but re- 


‘cently a transfer of the tendency in 


this country to foreign countries is 
observable in a more rapid increase 
in commodity prices abroad. In 
France, England, and other Euro- 
pean countries there have been more 
marked price gains in the early 
months of this year than there were 
in this country. 


lines,’ such as selling insurance, col- 
lecting commissions on farm loans, 
and trading in real estate.” 


GENERAL AVERAGE OF SALARY FIGURES 
Banks of All Sizes, Cities With Population 


2,000 5,000 10,000 25,000 
under to to to to 
2,000 5,000 10,000 25,000 100,000 
Number of Banks reporting 1001 161 69 39 26 
Average Cashier’s salary $1,615 $2,101 $2,570 $2,834 $3,578 
Average per $1,000 of deposits 14.21 6.52 5.23 4.30 4.69 
Average total Officers’ salaries 2,888 5,392 TAGH 8,623 11,513 
Average per $1,000 of deposits 24.24 15.17, 13.48 11.59 11.18 
All Cities Under 100,000, Banks With Deposits 
$200,000 $500,000 
under to to 
$200,000 $500,000 $1,000,000 
Number of Banks reporting 766 391 99 
Average Cashier’s salary $1,487 $2,003 $2,616 


Wrongful Negotiation of Trade 
Acceptance 


sold peanuts to B and at B’s re- 

quest drew and indorsed a trade 

acceptance which he delivered to 

B for acceptance, such delivery be- 
ing for the sole purpose of having 
weights verified. B wrongfully nego- 
tiated the trade acceptance to C and 
mailed C’s draft payable to A for the 
amount which was received by A without 
knowledge that the trade acceptance had 
been discounted. C later negotiated the 
acceptance to D. The acceptance was 
dishonored by B at maturity. Opinion: 
Assuming D is a holder in due course, 
he can hold A liable on the acceptance 
provided the latter has been charged by 
due demand and notice. D can proceed 
agaist any of the parties A, B or C at 
his election. 

From Florida—A sold to B a car of 
peanuts. B explained to A that it was 
necessary for him to have the weights 
verified, and asked him to sign a trade 
acceptance payable to the order of him- 
self, payable ninety days from date, and 
then asked him to indorse it. The trans- 
action was between the bookkeeper for 
A who signed and indorsed the trade ac- 
ceptance, and the agent for it. This was 
done before the acceptance of B appeared 
on the acceptance. 

B as agent for A without authority dis- 
counted with C and mailed C’s draft 
covering the amount of the acceptance 
payable to A. C discounted with D with 
C€ indorsement. D discounted with E 
with D indorsement. At maturity E 
charged the acceptance out to D’s ac- 
count. D notified C, B and A, that they 
held acceptance then past due, this notice 
being the first that A knew of the accep- 
tance being discounted or used in any 
way except as explained by the agent 
for B at the time delivery of the peanuts 
was made. 

B notifies A and D that they cannot 
pay and the peanuts have all been dis- 
posed of and there is no way of forc- 
ing collection from B of the acceptance. 

We would like to know who is liable 
and what course would they pursue for 
collection. We would also like to know 
if D would have to call on A and B and 
not call on C first, if C is liable and 
financially responsible. 

This is a case that involves a consider- 
able sum. A is one of our customers 
and officers and we ask this information 
for future reference and protection. And 
for your information we believe this is 
a case that will be settled in the courts, 
and will be between banks and individ- 
uals. 

In this case, as I understand B, 
the purchaser of peanuts, instead of 


paying cash or giving his note, ar- 


OPINIONS OF 
THE GENERAL COUNSEL - 


THOMAS B. PATON 
General Counsel 


ranged with A, the seller, through 
the latter’s bookkeeper, to draw and 
indorse a trade acceptance, to be ac- 
cepted by B, on making the explana- 
tion that he needed this document 
“to have the weights verified” and 
A entrusted the trade acceptance to 
B for this purpose. B however, 
wrongfully negotiated the trade ac- 
ceptance to C and mailed C’s draft 
payable to A for the amount which 
A received, not knowing it repre- 
sented the proceeds of the accept- 
ance. C having indorsed the accept- 
ance to D and it not being paid at 
maturity, the question is asked 
whether D can hold A liable thereon 
and if so whether D can call on C 
first for payment before looking to 
B and A. 


Assuming that D is an innocent 
purchaser for value of the trade ac- 
ceptance, he would be a holder in 
due course entitled under the Nego- 
tiable Instruments Act to enforce 
payment from all parties liable 
thereon, free from defense of prior 
parties among themselves. In other 
words, as against a holder in due 
course A would be liable on the ac- 
ceptance provided his liability was 
preserved by due demand and notice 
and the fact that the acceptance was 
negotiated by B in fraud of A’s 
rights, would not relieve A from 
liability. 

The liability of A the drawer of 
the trade acceptance in question, is 
the same as that of any drawer of a 
bill of exchange which is dishonored 
by nonpayment. When a bill of ex- 
change is accepted, the acceptor be- 
comes the principal debtor, and the 
liability of drawer and the indorser 
is conditional until the bill is dis- 
honored. The drawer agrees with 
the payee and the subsequent hold- 
ers that on due presentment the in- 
strument will be accepted and paid, 
or both, according to its tenor, and 
that if it be dishonored and the 
necessary proceedings on dishonor 
be duly taken, he will pay the 
amount thereof to the holder, or to 
any subsequent indorser who may 
be compelled to pay it. This is the 
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language of the Negotiable Instru- 
ments Law (Amsinck v. Rogers, 
189 N.Y. 252, 82 N. E. 134, Cum- 
mings v. Kent, 44 Ohio St. 92) and 
is merely declaratory of the common 
law. (Germania Bank v. ‘Trapnell, 
118 Ga. 578; Turner v. Hickey, 3 
Mart. N. S. (La.) 256; Morley v. 
Culverwell 7 M. & W. 174). It 
follows that, subject to the require- 
ment of due notice, the drawer be- 
comes liable for the payment of the 
bill on its nonpayment at maturity 
by the acceptor or the drawee. 
(Bickford v. Chicago First Nat. 
Bank, 42 Ill. 238; Shepard &c. Lum- 
ber Co. v. Eldridge, 171 Mass. 516; 
Bank v. Bossemeyer, (Nebr.) 162 
N. W. 502; Manchester v. Braed- 
ner, 107 N. Y. 346; Hawes v. Black- 
well 107 N. C. 196). 

In the instant case, if the holder 
of the trade acceptance took the 
proper steps to fix the liability of 
prior indorsers and the drawer, A 
then he can proceed against any of 
them at his election. In _ other 
words, he can proceed against C if 
he chooses before looking to A and 
B but he has the right of course, to 
proceed against A whose sole re- 
course in such case would be against 
B. 

As I understand the facts, A’s 
bookkeeper who signed and indorsed 
the trade acceptance for the purpose 
stated did so with A’s knowledge 
and authority and there would be 
no ground of defense that A’s agent 
had no authority to draw and in- 
dorse the trade acceptance in his be- 
half. 


Recovery Upon Lost Checks 


Checks are drawn and given by A to 
B and lost in transit after leaving the 


‘hands of B. B asks A for duplicates 


and A, as a prerequisite, requests that B 
agree to indemnify A in case the orig- 
mals are negotiated or paid. Opinion: 
It is usual for the maker to require in- 
demnity before issuing duplicates for 
instruments alleged to have been lost to 
guard against the risk of false claim of 
loss or subsequent negotiation by the 
payee or a subsequent holder if the 
checks at time of loss are so indorsed 
as to be susceptible of neaotiation and 


a 
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many courts sustain such requirement. 
But some co.. “sincluding Ohio, hold 
that where, accoraing to testimony of 
the payee, the instrument was unindorsed 
when lost or was*'hst after maturity, no 
indemnity can be .equired. In the par- 
ticular case, shou 4 the payee refuse to 
give indemnity, 7's procedure would be 
to present copies or written particulars 
of the originals jor payment and upon 
refusal of payment and notice of dis- 
honor to the drawer, bring action against 
him for the amount. 

From Ohio—Will you kindly render 
us an opinion regarding the advisability 
of signing a receipt in the case of lost 
checks. The checks were lost in transit 
and same have been charged back to us. 
We have asked for duplicates but the 
firm which issued the checks refuse un- 
less we sign a receipt whereby we as- 
sume responsibility in case the checks are 
ever found and are paid whether we have 
anything to do with them or not. This 
seems unreasonable and holds us re- 
sponsible in a manner whereby we have 
no recourse whatever. 

What action would be advisable to 
take in order to secure these duplicates 
should we not see fit to sign a receipt 
as indicated? 


In the case stated, your bank is 
the payee of checks which have been 
lost in transit and charged back to 
you. Your bank has requested dup- 
licates from the drawer and the lat- 
ter insists, as a prerequisite, that 
you sign a receipt for the duplicates 
in which you agree to protect the 
drawer should the original checks, 
bearing your indorsement, be paid 
at the drawer’s bank. 


A check is ordinarily a negotiable 
instrument. Concerning the neces- 
sity for indemnity before issuing a 
duplicate or paying the money upon 
a check claimed to be lost, it is cus- 
tomary to require such indemnity 
to guard against the following con- 
tingencies: (1) that the check was 
indorsed in blank when lost; (2) 
that the check has not been lost and 
payee makes false claim of loss; 
(3) that the check, even though lost, 
may be afterwards found and in- 
dorsed by the payee. In all these 
contingencies if the check should 
get in the hands of an innocent pur- 
chaser for value, the drawer would 
be liable on the original check. The 
burden of obtaining a duplicate of 
a lost check and furnishing an in- 
demnity bond, would fall upon the 
owner of the check. The situation 
here is analogous to that of an ac- 
tion on a lost instrument. ‘The rule 
there is that when defendant may be 
damaged by a subsequent claim of 
a purchaser from the finder a court 
of equity may and should decree 
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that plaintiff furnish an indemnity 
bond with satisfactory sureties. or 
otherwise protect the defendant. 
(Chesapeake &c. Canal Co. v. Blair, 
45 Md. 102; McGregory v. Mc- 
Gregory, 107 Mass. 543; Walker v. 
Gillett, 98 Mich. 59; New Orleans 
&c. R. Co. v. Mississippi College, 
47 Miss. 560; Heywood v. Hart- 
shorn, 55 N. H. 476; Manhattan 
Sav. Inst, v, East Chester, 44 Hun 
(N. Y.) 537; Miller v. Rutland &c. 
Re Co, 49 Vt2399%8 

Thus it has been held that in suits 
on negotiable instruments lost be- 
fore maturity and payable to bearer 
or indorsed in blank plaintiff should 
be compelled to give indemnity as a 
condition precedent to judgment. 
(Price v. Dunlap, 5 Cal. 483 Robin- 
son v. Darien Bank, 18 Ga. 65; 
Elliott v. Woodward, 18 Ind. 183; 
Berry v. Berry, 6 Bush (Ky.) 594; 
Miller v. Webb, 8 La. 516; Schmidt 
v. People’s Nat. Bank, 153 Mass. 
550; Hendricks v. Whitecotton, 60 
Mo. App. 671; Kirkwood v. Hast- 
ings First Nat. Bank, 40 Nebr. 484; 
Sterne v. Title &c. Co., (N. J. Ch.) 
110 Atl. 589; Des Arts v. Leggett, 
Suer™ (No varerlou;. Deans’ Vv. 
Dortch, 40 N. C. 331; Belmont 
Branch Bank v. Durbin, 2 Oho 
Dec. (Reprint) 372; Beaver Valley 
Lodge v. Beaver Falls First Nat. 
Bankw~7- <Pa mouper. Ct. 95525 
Wiedenfeld v. Gallagher, (Tex. Civ. 
App.) 24S. W. 333; Virginia Exch. 
Bank v. Morrall, 16 W. Va. 546). 

But while it is apparent from the 
standpoint of the drawer or maker 
of a check or other negotiable in- 
strument that, on claim of loss, he 
should be entitled to indemnity be- 
fore issuing a duplicate or paying 
the money, some courts upon a 
showing that the instrument was 
lost after maturity or was unin- 
dorsed when lost, hold that there is 
no necessity for indemnity, as in 
such case there can be no innocent 
purchaser who can acquire enforce- 
able rights. For example in your 
own state of Ohio the Supreme 
Court in a case decided in 1887 
(Bank v. Brown, 45 Ohio St. 39) 
refused to require a bond of indem- 
nity, and ordered payment by a bank 
of a negotiable certificate of deposit 
in the following case: A bank had 
issued its negotiable certificate and 
its depositor, Brown, sued the bank, 
alleging loss and that the certificate 
had never been indorsed by him. 
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The bank claimed indemnity. The 
court held that the certificate being 
unindorsed, indemnity was _ not 
necessary and the bank must pay 
Brown without it. But the fact of 
non-indorsement when lost, was es- 
tablished by the testimony of the de- 
positor.and from the nature of*the 
case the bank could not deny it; and 
as said by a dissenting judge: “It 
is possible, we need not say probable, 
that the certificate may have been in- 
dorsed for value by the payee before 
loss.” 

Not all courts have decided as 
did the Ohio Court in the above case 
and in view of the contingencies 
that an instrument may have been 
indorsed in blank when lost not- 
withstanding the payee’s testimony 
to the contrary or that the payee has 
made false claim of loss or that the 
check may afterwards be found by 
the payee and negotiated, many 
courts uphold the maker’s right to 
indemnity as a prerequisite to issu- 
ing a duplicate. 

Coming now to the specific case 
presented by you. Checks payable 
to your order have been indorsed by 
your bank and lost in transit and 
the drawer asks that you sign an 
agreement for indemnity before is- 
suing duplicates. You regard this 
request as unreasonable and ask 
what action it will be advisable for 
you to take to secure duplicates, 
should you not see fit to give indem- 
nity. You did not state what kind of 
an indorsement you made on these 
checks nor to whom; but from your 
statement that should you make an 
agreement of indemnity your bank 
thereby assumed a responsibility in 
case the checks were ever found and 
were paid, it is to be presumed there 
is a possibility these checks were so 
indorsed that they might be nego- 
tiated by an indorsee to a holder in 
due course. So far as the bank of 
payment is concerned, if the drawer 
at your request should stop pay- 
ment, it would remove all danger 
from this cause and limit the risk to 
the contingency that the checks may 
hereafter be negotiated to a holder 
in due course. There would, of 
course, be no risk to the drawer 
arising from the checks again com- 
ing to the hands of your bank, for 
your bank would not negotiate then 
and if payment was stopped, the 
sole risk would be, as stated, the 
contingency that the checks should 
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afterwards be negotiated by a subse- 
quent holder to an innocent pur- 
chaser. 

If the checks were indorsed by 
you restrictively so that they could 
not be negotiated by a subsequent 
holder if found and if payment was 
stopped by the drawer, then there 
would be practically no risk to the 
latter and it could safely issue dup- 
licates without indemnity. On the 
other hand, if the checks were so 
indorsed by you as to be susceptible 
of negotiation by a_ subsequent 
holder, then there would be a risk 
that they might come to and be en- 
forceable by a subsequent innocent 
purchaser and it would not be un- 
reasonable as between your bank 
and the drawer that the latter 
should insist upon indemnity before 
issuing duplicates. 

Should you decide not to sign a 
receipt agreeing to indemnify the 
‘drawer, the course of action for you 
to follow would be to make demand 
of payment of the drawee upon a 
copy, or written particulars, of the 
checks and then upon refusal of 
payment and notice of nonpayment 
to the drawer, to bring action against 
the drawer to recover the amount. 
In view of the decision of your 
Supreme Court in Citizens Nat. 
Bank v. Brown, supra, if you should 
testify that the checks at the time 
they were lost in transit were not 
so indorsed as to be susceptible of 
negotiation, it is probable that you 
could recover their amount without 
being compelled to furnish indem- 
nity. 


Collection by Insolvent Bank 


Where a bank receives a draft for 
collection and after payment remits the 
proceeds by its own draft which is dis- 
honored, because of its fatlure, such 
bank is a debtor and not a trustee for 
such proceeds under the law of Cali- 
fornia (the law in other states being 
conflicting) and the amount is not re- 
coverable in full as preferred claim. 
Under the law of California a collect- 
ing bank which forwards an item for 
collection to its correspondent ts not re- 
sponsible for the default of the latter, 
where due care is used in the selection 
of such correspondent. 

From California—Bank number one 
accepts draft with bill of lading attached 
against merchant. Bank number one re- 
ceipts for collection on form stating it 
acts as agent and assumes no responsibil- 
ity beyond due diligence. Item is en- 
tered for collection only. Draft is sent 
to bank number two who made collec- 
tion and released bill of lading. Bank 


number two is closed by Comptroller. 
Is amount of draft a preferred claim? 
If not, who is responsible for loss? 

According to the authorities in a 
number of states and the rule of the 
Federal courts, a bank which makes 
a collection and fails while the pro- 
ceeds are yet in its hands, is a trus- 
tee and not a debtor for such pro- 
ceeds and the amount is recoverable 
in full from the receiver. However. 
in a few states the bank is held to 
be a debtor for such proceeds and 
the claim is not preferred. See cita- 
tions of authorities in Digest of 
Legal Opinions 1921, No. 1172 to 
No. 1189 inclusive. 


The rule in California will be 
found in Gonyer v. Williams, 143 
Pac. 736. In that case a bank re- 
ceived for collection a draft on a 
third person which was duly paid. 
The collecting bank prepared a 
draft, less its collection charge, for 
the amount of the collection and 
forwarded same to its principal 
but it suspended business before 
its draft could be presented. The 
court held that the money was not a 
special trust fund, but the general 
assets of the bank were subject to 
the payment of the draft of the 
failed bank and the owners of the 
money collected were therefore gen- 
eral creditors and such money did 
not constitute a trust fund. The 
court differentiated the case of Hen- 
derson v. O’Connor, 106 Cal. 385, 
in which the money was not col- 
lected until after the closing of the 
bank and was actually paid to the 
receiver after the insolvency. In 
that case the collection proceeds 
constituted a trust fund as they had 
never come into the possession of 
the bank which as the plaintift’s 
agent had taken the draft for collec- 
tion. The Supreme Court in the 
present case said that undoubtedly 
the bank was agent of the drawer 
for collecting the draft but this re- 
lation was changed by the manner 
of remitting the proceeds of the col- 
lection to that of debtor. It said 
that ‘““when paper is received for col- 
lection, a trust relation often exists 
in the beginning which is changed 
by agreement or custom into that of 
debtor and creditor after the collec- 
tion of proceeds.” 


In the case presented by you, 
assuming the collection was made 
and remittance draft forwarded be- 
fore the collecting bank was closed 


r 


by the Comptroller, the amount of 
the draft would not be a preferred 
claim under the California rule. 


Upon the second question pre- 
sented, bank number one would not 
be liable for the default of bank 
number two. In California the 
rule prevails that a collecting bank is 
responsible only for due care in the 
selection of a suitable correspondent, 
who becomes agent of owner of the 
paper and where due care is exer- 
cised and the collecting bank is not 
itself negligent in any particular, 
there is no liability for the default 
of the correspondent. Davis v. 
First National Bank, 118 Cal. 600. 
In the present case this rule is sup- 
plemented by the disclaimer of re- 
sponsibility for correspondent’s de- 
faults, printed on the receipt which 
bank number one gave in accepting 
the draft for collection. Bank num- 
ber one therefore would not be 
liable for any loss resulting from 
the default of bank number two. 


Liability of Accommodation 
Indorser 


A obtained the accommodation in- 
dorsement of B to a note payable to 
a bank on condition that A would 
also procure the indorsement of C. 
A negotiated the note to the bank 
without procuring C’s indorsement 
and B disclaims liability because the 
note was negotiated in breach of his 
agreement with A. Opimon: At 
common law, the bank would be a 
holder in due course and could en- 
force payment from the accommo- 
dation indorser. Under the Nego- 
tiable Instruments Act the decisions 
are conflicting as to whether a payee 
can be a holder in due course and 
the point has not been decided in 
West Virgima. If the West Vir- 
gima courts hold that the bank is a 
holder in due course under the Act, 
the bank can enforce payment 
against B assuming his liability has 
been fixed by demand and notice. 


From West Virginia:—A requests B 
to indorse a note for him telling B at 
the time that he would get the indorse- 
ment of C, in order to borrow money 
from a bank. A does not get C to in- 
dorse the note, but takes it to the bank 
bearing the indorsement of B only, and 
the bank knowing that the indorsement 
of B makes the note perfectly good, 
uses it for A. Later B claims that he is 
not responsible for the note, due to the 
fact that A did not procure the indorse- 
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_ ment of C. Can the bank as innocent 
purchaser of the note hold B responsible 
for the debt, they having no knowledge 
of the conversation of A and B? 


If the bank in this case is a holder 
in due course, it can recover from 
the accommodation indorser free 
from his defense that the note was 
negotiated in breach of an agree- 
ment with the maker that the latter 
would procure another signature. 
Section 57 of the Negotiable Instru- 
ments Act provides that: 


“A holder in due course holds the in- 
strument free from any defect of title 
of prior parties and free from defenses 
available to prior parties among them- 
selves, and may enforce payment of the 
instrument for the full amount thereof 
against all parties liable thereon.” 


But I assume in this case that the 
note was made payable to the bank 
and while at common law the payee 
of an indorsed note negotiated to 
him by the maker would be a holder 
in due course, there is a conflict of 
authority under the Negotiable In- 
struments Act. It has been held in 
Iowa, Missouri, Oregon and Wash- 
ington that the payee is not a holder 
in due course under the statute 
(Builders Lime, etc. Co. v. Weimer ; 
(Iowa) 151 N. W. 100; Vander 
Ploeg v. Van Zuuk, 135 Iowa 250; 
St. Charles Sav. Bank v. Edwards, 
243 Mo. 553; Long v. Shafer, 185 
Mo. A. 641; Gresham Bank v. 
Walch, 76 Or. 272; Bowles Co. v. 
Clark, 59 Wash. 336.) While in 
Alabama, Massachusetts and New 
York (Ex p. Goldberg, (Ala.) 67 


Plans for the Twenty-first Annual 
Convention of the American Insti- 
tute of Banking, which will be held 
in Cleveland from July 17 to July 
20, 1923, are rapidly nearing com- 
pletion. This meeting will mark the 
twentieth anniversary of the first In- 
stitute convention which took place 
in Cleveland in 1903, and as such it 
is evoking particular interest among 
all members of the Institute, both 
old and young. There will be spe- 
cial features arranged by and for the 


S. 839; Liberty Trust Co. v. Tilton, 
217 Mass. 462; Brown v. Rowan, 
154 N. Y. S. 1098), it has been held 
that the payee may be a holder in 
due course. 

The view taken by the former line 
of cases is that where the maker 
hands his note to the payee, it is not 
a negotiation of the instrument with- 
in the meaning of the Act. The 
payee becomes a holder thereof but 
not a holder in due course. This 
view is negatived by the New York, 
Massachusetts and Alabama cases. 
For example, in Liberty Trust Co. 
v. Tilton, 105 N. E. 604, which was 
a case where the payee of a note pur- 
chased it before maturity without 
notice that an accommodation in- 
dorser signed on condition that an- 
other should indorse and that it be 
filled out for a less sum, the court 
deciding that the payee was a holder 
in due course within the meaning of 
the Negotiable Instruments Act said 
that plainly under that Act “a negoti- 
able instrument payable to a named 
payee is negotiated when the physi- 
cal possession of it is handed for 
value to the person named as payee.” 

The point has not been decided in 
West Virginia, but if the Massachu- 
setts’ rule is adopted there which, as 
said by the Massachusetts court “‘is 
in conformity with the terms of the 
Act and, being in accordance with 
the common law, is highly desirable 
as not upsetting the general under- 
standing and practice of the commer- 
cial world,” your bank will be held 
entitled to recover from the accom- 
modation indorser. 


The Institute Convention 


delegates to the earliest conventions, 
many of whom will be present this 
year to renew old acquaintances and 
associations. They will be known 
as the “Pioneers,” and their activi- 
ties will culminate in a dinner given 
in their honor by the Cleveland 
Bankers Club on Thursday, July 19. 

One of the principal addresses 
will be made at the opening session 
by E. T. Meredith, formerly Secre- 
tary of Agriculture of the United 
States ; he will talk on “Agriculture 


Indorsement in Blank by Payee 


Where a note is indorsed in blank 
by the payee it is thereafter negoti- 
able by delivery and a bank which 
purchases the note from one other 
than the payee can recover from the 
latter, although not indorsed by a 
subsequent holder who transferred 
it to the bank. 

From Arkansas:—We would like to 
have your opinion on the sufficiency of 
transfer of note. The note is made by 
John Doe, payable to the order of him- 
self, and signed on the back John Doe. 
The note was sold to us by John Smith 
but not indorsed by John Smith. Is 
there any reason why we cannot collect 
this note from John Doe who is worth 
many times the amount of the note. 

Under the Negotiable Instruments 
Act, a note indorsed in blank by the 
payee becames payable to bearer and 
is negotiable by delivery. As said by 
the Supreme Court of Pennsylvania 
in Dominion Trust Co. v. Hildner, 
90 Atl. 69 which was an action on a 
note similarly indorsed in blank by 
the payee but not by a subsequent 
holder who delivered it to the plain- 
tiff: “nor was it necessary that the 
note should have been indorsed by 
the party from whom plaintiff pur- 
chased the note. It was indorsed in 
blank by the defendant, which was 
equivalent to making it payable to 
bearer. After that the note was ne- 
gotiable by delivery. Section 30 N. 
TeAchs 

It follows that there was nothing 
irregular in the transfer of this note 
and your bank has full right of re- 
covery against the payee who in- 
dorsed it in blank, in this case he 
being also the maker. 


and its Relation to All Other Inter- 
ests,” a subject which is of vital 
significance to every banker. There 
will be only one other formal ad- 
dress, to be delivered at the closing 
session on July 20; the speaker in 
this case has not yet been definitely 
selected. Thus, there will be but 
two regular convention sessions, the 
remainder of the work of the con- 
vention being given over to depart- 
mental conferences, other confer- 
ences, and general Institute business. 


TAXATION OF BuitpING AND Loan As- 
SOCIATIONS — DISCRIMINATORY 
TAXES AGAINST NATIONAL 
Bank By STATE—MONTANA 


DIGESTED BY THOMAS B. PATON, JR. 


Bank paid under protest certain taxes 
levied upon its shareholders upon a_ 40 
per cent. basis of valuation fixed by Re- 
vised Codes (1921) Secs. 2064-2067, and 
1999-2000, claiming that its rights under 
U. S. Rev. Stat., Sec: 5219 (Comp. Stat., 
Sec. 9784) providing that “such taxation 
shall not be at a greater rate than is 
usual upon other moneyed capital in the 
hands of individual citizens of such 
state,’ were being invaded. This con- 
tention was based on the fact that build- 
ing and loan associations were taxed on 
a basis of 7 per cent. valuation, by Rev. 
Codes (1921) Secs. 6363, 1919-2000. 
However, the court, mainly relying on 
the opinion in Mercantile Nat. Bk. v. 
Hubbard, 98 Fed. 465, and Mercantile 
Bk ov. eGityror Noy Sic eur SO elso Nes 
Sup. Ct. 836) held that the words “other 
money capital in the hands of individual 
citizens” meant moneyed capital em- 
ployed in competition with the business 
of national banks, and, since building and 
loan associations under the state statute 
are not banking institutions, nor are they 
permitted to carry on a banking business, 
they do not employ their capital in com- 
petition with national banks, so this dif- 
ferent classification for taxation is valid. 
First Nat. Bank of Glendine v. Damron 
County et al, 213 Pac. 1097. 


CuHEcKs FoR Moré ‘THAN BALANCE. 
Bank Can CHOOSE WHICH ONE 0 
Pay—MASSACHUSETTS 


CarRoLL, J. The plaintiff, a depositor 
in the defendant bank, on July 12, 1920, 
drew two checks—one for $100 and one 


for $300. They were presented to the 
bank for payment simultaneously on 
July 13, 1920, arriving with others 


through the mail. - The available funds 
to the credit of the plaintiff when checks 
were presented, were $379.57. The de- 
fendant refused to pay either of the 
checks on the ground that the total 
amount of both exceeded the deposit of 
the plaintiff. The action is in contract or 
tort to recover damages for injury to 
the plaintiff’s credit. The case is here 
on a report from the Superior Court. 

If a check of a depositor exceeds the 
amount of his deposit, the bank may de- 
cline to pay it, and is not required to 
apply the deposit in partial payment of 
the check. Beauregard v. Knowlton, 156 
Mass. 395. Dana wv. Third National 
Bank in Boston 13 Allen, 445. But a 
bank is bound to honor the checks of its 
depositors, if it has sufficient funds be- 
longing to them when a check is pre- 
sented. provided the funds are not sub- 


RECENT DECISIONS | 


Assistant General Gounsel 


UILDING and loan associa- 

tions not being classed as 
banking institutions, not permitted to 
carry on a banking business—it was 
held that their capital does not come 
into competition with national banks 
and a lower tax cannot be regarded 
as discriminatory against a national 
bank. 


HERE two checks are pre- 

sented simultaneously and the 
account is sufficient for either one 
but not for both, the bank is under 
obligation to pay one of the checks 
and may choose which one to pay, 
and if it refuses to pay both it is 
liable in damages to its depositor. 


HERE interest in excess of 6 


per cent. is charged for money 
advanced by a broker to cover mar- 
gins, it was held that there was no 
usury under Sec. 379 of the General 
Business Law of New York which 
abolishes the Usury Jaw in respect 
to advances of money repayable on 
demand. 


HERE is conflict of authority on 
the liability of a bank for its 
correspondent’s defaults. The New 
York rule is the antithesis of the 
Massachusetts rule, which latter is 
followed in Missouri and Illinois. 


aie collecting bank re- 
served right to charge back 
“at any ‘time and unconditionally” 
checks on the Treasurer of the 
United States, it was held that it 
could charge back a forged and al- 
tered check to the bank credited 
therewith, although over a year had 
elapsed since it was deposited. 


CCORDING to the Florida 

Law “it shall be considered 
due diligence” to forward a check 
en route “without delay in the usual 
commercial way in use according to 
the regular course of business of 
banks.” 


(a NDER the Negotiable Instru- 
ments Law of Oklahoma, the 
payee in a promissory note cannot be 
a holder in due course. 


T was held in South Carolina 

that a certificate of deposit pay- 
able to the order of two persons 
could not be paid to the survivor on 
the death of one where the survivor 
did not own the funds but merely 
had a power of attorney to withdraw 
the amount. 
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ject to some lien or claim. If the bank 
refuses payment of its depositors’ checks 
when in possession of his funds, it is 
liable to an action by the depositor. 
Wiley v. Bunker Hill National Bank, 
183 Mass. 495. 


The two checks drawn by the plaintiff 
were presented for payment at the same 
time. There were sufficient funds on de- 
posit to pay one of them, and in our 
opinion, it was the duty of the bank, in 
the absence of custom or a rule of bank- 
ers to the contrary, to honor one of the 
checks, the bank having the right to 
make payment in any order it may de- 
cide, until the deposit is exhausted. It 
was so decided in Reinisch v. Consoli- 
dated National Bank 45 Pa. Supp. 236. 
In that case the plaintiff’s balance was 
$328. Seventeen checks aggregating 
$664 were presented at one time through 
the clearing house. Payment was re- 
fused and they were all returned. It 
was held, that it was the duty of the 
bank to pay some of the checks until 
the balance was so reduced that it was 
not longer possible to pay any of the 
remaining checks. In the opinion of the 
court, there was no necessity for injur- 
ing the plaintiff’s credit by dishonoring 
all his checks when some of them could 
be paid. See also Caldwell v. Merchants 
Bank of Canada. 26> USC CaPezo4 

In 1 Halsbury’s Laws of England, page 
605, it is said: “If two checks are pre- 
sented simultaneously, e. g., by the same 
mail or through the same clearing, and 
there are only funds sufficient to pay 
one, it is doubtful whether both may be 
returned.” And “(c) Unnecessary dam- 
age would be caused to the customer’s 
credit.” ; 

Dykers v. The Leather Manufacturers 
Bank, 11 (Paige .(NaaY.)s OlZsricuno pea 
conflict. In that case the depositor di- 
rected the bank to pay none of his 
checks, and later, the same day, checks 
were presented and dishonored. The 
depositor then withdrew all his checks, 
paying some of his creditors. 
plaintiffs, who were payees of a check 
drawn by the depositor, brought a bill 
in equity to recover from the bank. It 
was held that the bank was right in 
obeying the order of the depositor to 
stop payment, and was not obliged to 
distribute the money among the deposi- 
tor’s check-holders. 


The credit of a customer might be 
seriously harmed if all his checks, pre- 
sented simultaneously, exceeded his de- 
posit and payment on all of them was 
refused. And we know of no reason whv 
this should be done. ‘The banker is not 
injured. Payment of the checks ac- 
cording to his discretion imposes no hard- 
ship on him, all that he is required to 
do, is to pay the checks in whatever 
order he decides until the denositor’s 


The 
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funds are no longer sufficient to pay any 
of the remaining checks. The depositor 
cannot complain that some of the checks 
have been selected for payment and some 
refused. He is himself responsible that 
his account is overdrawn, he has caused 
the condition, and if any damage is oc- 
casioned because some of the checks are 
dishonored, the loss must fall on himself. 

According to the terms of the report 
the case is to be remanded to the Super- 
ior Court for a new trial upon the ques- 
tion of damages. So Ordered. 

Supreme Court of Massachusetts— 
Suffolk County. Decided March 14, 1923. 

Nore: This interesting decision helps 
to clarify the law. The same rule has 
been stated on the authority of the Rei- 
nisch case referred to in the Opinion and 
also on the authority of Sherburne v. 
Rckards, decided by the Superior Court 
of Chicago in 1898 (see Digest of Legal 
Opinions of Thomas B. Paton, Complete 
Edition 1921, paragraphs 912-916 in- 
clusive). 


BANKING. RULE For CoLLECTING BANK— 
MIssourRI 


“The Massachusetts rule is that, where 
one employs a local bank to collect, in a 
distant place, negotiable commercial pa- 
per, and does not make a special con- 


‘tract in relation to the transaction, he 


impliedly authorizes the bank to transmit 
the paper for collection and returns to 
a reputable, suitable, and competent sub- 
agent or correspondent bank; and, if 
such local bank in the usual course of 
business uses due diligence and transmits 
the paper to a reputable and competent 
subagent, its responsibility is at an end 
unless it makes itself responsible by some 
later act. 

“The New York rule is the antithesis 
of the Massachusetts rule, and is that 
the local bank is the agent of the prin- 
cipal and has no authority, in the absence 
of a special contract, to employ sub- 
agents, and such subagents are respon- 
sible to the forwarding bank, and the 
forwarding bank is responsible for the 
subagents’ conduct. 

“In Missouri the Massachusetts rule 
has been adopted. Daly v. Butchers & 
Drovers Bank of St. Louis, 56 Mo. 94, 
17 Am. Rep. 663. In that case it is held 
that, where a forwarding bank, with 
which a bill or draft is placed or de- 
posited for collection, uses due diligence, 
and transmits the paper to a proper and 
competent correspondent, at a proper 
place to facilitate its collection, with 
proper instructions therefor, its responsi- 
bility is at an end, unless by some later 
act it makes itself responsible. It may 
not be amiss to observe that this is not 
only the rule of law in this state (Mis- 
souri) but the same rule of law has been 
adopted in the State of Illinois, where 
the draft was drawn.” Hoffman et al. 
v. Mech. Amer. Nat. Bank of St. Louis. 
et Louis Court of Appeals. 249 S. W. 

8. 


Nore: This decision points out the need 
for a uniform code of collection, the law 
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of collection being in conflict in the vari- 
ous states. (See Opinion 1190 of the 
Digest of Legal Opinions of. Thomas B. 
Paton, Complete Edition 1921.) 


CHarcinc Back OnE YEAR Otp ITEM 
ForcED AND ALTERED AGAINST UNITED 
SratEs TREASURER—NEW YorkK 


Defendant, Federal Reserve Bank of 
New York, Fiscal Agent of the U. 5., 
in a circular letter informed plaintiff 
bank in New Jersey that items against 
the Treasurer of the United States would 
be given immediate credit at par, but 
subject to final payment, and that the 
Government exercised the right of re- 
turning at any time warrants and checks 
which for any cause were not good. 
Plaintiff bank forwarded to defendant a 
check for $4,000 against the Treasurer 
of the United States, on April 3, 1919, 
and received credit thereon, and the 
check was marked “Paid 4-4-19-M9.” On 
May 19, 1920, the Treasurer notified de- 
fendant that the check had been altered, 
and the indorsement of the payee forged, 
and a photostatic copy of the check in 
question was forwarded to defendant 
bank, which forwarded it to plaintiff. 
The court held that the item was not 
finally paid, as the defendant had to 
credit the sum back to the Treasurer of 
the United States. The court added that 
one year is a reasonable time for the de- 
tection of an error or forgery on a 
Government warrant, since there was a 
great rush of business, owing to a great 
accumulation incident to the conduct of 
the war. Closter Nat. Bank v. Federal 
Reserve Bank of N. Y., 285 Fed. 138. 


FoRWARDING CHECK FOR COLLECTION IN 
“UsuaL CoMMERCIAL Way”; BANK 
not NEGLIGENT IN FoRWARDING 
CuHEcK AccoRDING To REGULAR 
CourRSE OF BUSINESS OF 
BANKS—FLOoRIDA 


Plaintiff, after banking hours, de- 
posited check for collection in defendant 
bank on an out-of-town bank. It was 
customary for the defendant bank to 
place items deposited after banking hours 
in its vaults and enter them in the busi- 
ness of the next day, which it did in this 
case. At the end of the business day, 
which was Saturday, the next mail train 
was at 11:00 a. m. the following Mon- 
day. On this train defendant bank for- 
warded the check to its correspondent in 
Jacksonville, which bank forwarded it to 
its correspondent for collection in the 
town of the drawee bank. The last 
named correspondent bank failed after 
collecting but before remitting the pro- 
ceeds, and the question is as to whether 
defendant bank was negligent in forward- 
ing the check for collection. Rev. Gen. 
Stat. (1920) Sec. 4748 provides that it 
shall be considered due diligence to for- 
ward the check en route without delay 
in the usual commercial way in use ac- 
cording to the regular course of business 
of banks, and the court held defendant 
acted with due diligence. Montsdoca vw. 
Highlands Bank & Trust Co., 95 So. 666. 
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Stock BrokErs Usury. RATE oF INTER- 
Est ON Notes GIVEN To ProvEcT 
MarcinaL Accounts— 

New York 


Certain stock brokers brought suit on 
two promissory notes which had been 
made and delivered to them by a cus- 
tomer. The defense was lack of con- 
sideration and usury. Neither note, on 
its face, bore any interest. 

The customer had a marginal account 
with the stockbrokers and the notes 
along with certain stock certificates were 
given as security. The customer put up 
money from time to time to cover his 
margins and the brokers sometimes sup- 
plied the difference between the margin 
and the cost of the certificates, charging 
the customer interest on the moneys ad- 
vanced by them to complete the trans- 
actions. The interest charged sometimes 
exceeded the legal rate in New York of 
6 per cent. The only interest charged 
was this interest on the general account. 
The balance due in the account was al- 
ways payable on demand either direct 
by or through a sale of the securities, 
and was always in excess of $5,000 and 
certificates of stock were always held as 
collateral. 


_Held, that the brokers could recover, 
since the interest was charged upon the 
account and not upon ‘the notes. A 
higher rate of interest than 6 per cent. 
was not usurious. 

The Court held that section 379 of 
the General Business Law of New York 
abolishes the Usury Law in respect to 
advances of money repayable on demand, 
made on certificates of stock pledged 
where the amount advanced exceeded 
$5,000. The defendant conceded that the 
interest was charged upon the account 
and not upon the notes, so that the sec- 
tion 379 applied and, therefore, there 
could have been no usury. 

Brimley et al v. Robinson N. Y. Su- 
preme Court, Trial Term Part IV., de- 
cided Miay, 1923, not yet reported. 


Payeg Cannot Br Hoiper IN Due 
CoursE UNDER THE NEGOTIABLE IN- 
STRUMENTS LAW—NOotTE GIVEN TO 
CovER SHORTAGE OF CASHIER 
WitHour CONSIDERATION 
—OKLAHOMA 


The cashier of plaintiff bank misappro- 
priated the funds of the bank, and defend- 
ant, relative of the Cashier, gave a note 
to cover up the shortage. The defaulting 
cashier was not released in any way 
from his liability for the shortage, and 
the defendant maker upon being sued on 
the note defended on the ground that it 
was executed without consideration, and 
this court held for defendant, that, when 
a third party gives his note to a creditor 
as a mere collateral without any circum- 
stance of advantage to the debtor, or 
disadvantage to the creditor, the note is 
without consideration, and since absence 
or failure of consideration is matter of 
defense against any party not a holder in 
due course, plaintiff would not prevail. 
For the plaintiff payee is not a holder in 
due course as defined in Sec. 4102 of the 
Rev. Laws (1910). First Nat. Bank of 
Poteau v. Allen et al, 212 Pac. 597. 
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Note: Under the Negotiable Instru- 
ments Law the majority of cases (a few 
contra as in the Oklahoma case supra) 
are to the effect that the payee may be 
a holder in due course. (See Opinion 
847, Digest of Legal Opinions of Thomas 
B. Paton, Complete Edition 1921.) 


Savincs Banxs. AcENcY. DEATH OF 
PrincipAL REvoKEs Power oF AtT- 
TORNEY NOT COUPLED WITH AN 

INTEREST—SoutH CAROLINA 


The agreed facts are briefly as follows: 

“The Planters Savings Bank, the de- 
fendant herein, on February 5, 1920, re- 
ceived on deposit from W. A. Bright the 
sum of $3,550, for which it issued a 
certificate of deposit set out below. W. 
A. Bright died intestate in June, 1920, and 
on August 13 of the same year the de- 
fendant paid the amount of the certificate 
to J. G. Bright upon his indorsement, 
knowing at the time that W. A. Bright 
was dead. Demand has been made upon 
defendant for the payment of the certifi- 
cate, which demand has been refused. It 
is also admitted that so far as this case 
is concerned there was no gift shown 
from W. A. Bright to J. G. Bright, either 
in presenti or by way of donatio causa 
mortis.” 

The certificate of deposit read: 
“Planters Savings Bank, 

Greer, S. C., February 5th, 1920, No. 
25317 

This is to certify that W. A. Bright or 
J. G. Bright have deposited in this bank 
thirty-five hundred and_ fifty dollars 
($3,550.00), payable to either order six 
months after date, with interest from date 
at the rate of 51% per cent. per annum, on 
the return of this certificate properly in- 
dorsed. Interest after maturity at the 
rate of 4 per cent. per annum, unless re- 


newed.” 
(Signed) “R. M. HucueEs, 
Vice-President-Cashier.”’ 


The only question in the case is, was the 
bank authorized to pay the certificate of 
deposit to J. G. Bright, after the death 
of W. A. Bright? 

It is admitted that the money belonged 
to W. A. Bright, and after his death it 
was paid to J. G. Bright. Under these 
circumstances there was a mere power of 
attorney to withdraw the money. The 
death of the principal revokes a power of 
attorney, and therefore the bank was not 
authorized to pay the certificate of de- 
posit to J. G. Bright. 
Smith, Adams, v. Planters Sav. Bank 
(861). 

Supreme Court of South Carolina. Re- 
ceived Direct. May 7, 1923, not yet re- 
ported. 


CERTIFICATE OF Deposit HELp A NEGOo- 
TIABLE INSTRUMENT: INDORSER LIA- 
BLE UNtm PAm—DTEXAS 


Plaintiff vender of certain realty took 
in payment three certificates of deposit, 
aggregating $2,000, which were to bear 
interest at 4 per cent. if not cashed until 
six months after deposit. The vendee 
indorser accepted a check and got pay- 
ment thereon, covering the value of the 
4 per cent. clause, in case the money was 


Czechoslovakian Financial Mission 


Members’ of the Czechoslovakian Financial Mission now in Washington to discuss 


matters relating to the debt funding of their country. 
Eugene 
Krenek. 


Pisecky; Jan Loebel, secretary; Dr. 


Stanislay 


left on deposit for the six-month period. 
The bank of deposit failed before the 
end of the six-month period, and plain- 
tiff after demand and failure to get the 
money after the period, seeks to hold 
defendant liable as indorser. The court 


held for the plaintiff, for defendant in- 
dorser contracted that the negotiable in- 


Safeguards of Prosperity 


The primary safety to con- 
tinue prosperity will be con- 
tinued willingness of our people 
to save their enlarged earnings, 


to resist extravagance and 
waste, to give full individual 
exertion. Our second safe- 


guard rests upon the individual 
business man in today’s well 
developed sense of caution and 
resistance to the will o’ the wisp 
of higher prices and over ex- 
pansion and speculation. Our 
third line of defense is our 
credit men and our bankers 
who can check the dangers of 
speculative credits. I speak of 
the credit men because the 
bankers are not the first to 
come in contact with the specu- 
lative buying. The danger 
point arises when there is an 
over-ordering of goods and the 
actual impact of these orders 
upon the credit machinery of 
the country does not arise for 
some time after such a move- 
ment has been initiated. Our 
bankers in daily contact with 
the commercial fabric of the 
country are fully alive to their 
responsibilities. 

—Herbert Hoover. 


1 Left to right: 
Lippansky, counselor, 


Frank E 
Captain 


strument, the certificate of deposit con- 
taining negotiable clause, will be paid ac- 
cording to its purport on due presentment 
or demand. And here it was within the 
contemplation of the parties that the in- 
dorsee was not required to present the 
certificates for payment earlier than the 
interest date. Clark et al v. Holder 
et al, 247 S. W. 699. 


DeEpositoR NoT BounD To Report Un- 
SIGNED CHECK As Missine: Dis- 
CHARGE OF DEFAULTING EMPLOYEE 
NOT SUFFICIENT REASON 
to ImposE Duty— 
PENNSYLVANIA 


Plaintiff depositor lost one of its checks 
on December 18, 1920, after all routine of 
drawing and auditing had been performed, 
but before the treasurer had signed it. 
It had been appropriated by an employee 
through whose hands it duly passed in 
the audit.. The payee’s name was 
changed, the treasurer’s signature forged, 
and it had been deposited in and for- 
warded by a distant bank, and paid by 
defendant bank on January 8, 1921, and 
returned to plaintiff on February 1 fol- 
lowing. And upon this action to recover 
the amount of the check which had been 
charged against plaintiff’s deposit, the 
court held that plaintiff was not charge- 
able with negligence in failing to notify 
defendant of the loss of the incomplete 
check. And although the defaulting em- 
ployee was discharged soon after his mis- 
appropriation of the check, the circum- 
stances leading to his dismissal not being 
so grave as to suggest to the plaintiff that 
he would commit the serious crime of 
forgery, plaintiff was not bound to notify 
defendant. Pure Oil Pipe Line Co. v. 
Columbia Nat. Bank of Pittsburgh, 119 
Atl. 607. 


TRUST COMPANY DIVISION 


Convention Program 


T frequently happens that in large na- 
tional gatherings there are men and 
women present who have journeyed 
long distances in order to secure help 

and assistance in the practice of their pro- 
fession or conduct of their business. 

To plan and prepare a program of 
worth while interest and value so that 
each section of the country and all classes 
of institutions shall receive definite bene- 
fit therefrom is a real task. 

It is the task which now confronts the 
officers of the Trust Company Division, 
American Bankers Association, who con- 
stitute a committee charged with the pre- 
paration of the program for the Septem- 
ber meeting. 

At this date the general outline of the 
program is determined to the point where 
it is safe to promise talks, discussions and 
conferences which will be of definite value 
to every member of the official staff, as 
well as department heads and employees 
of the modern trust company. 

Before finally fixing the program which 
will also include exhibits of various 
kinds, members are invited to forward 
to the secretary of the division all sug- 
gestions of topics which they believe 
will be of interest to those in attendance. 


Mid-Winter Conference and 
Banquet 


Thursday, February 14, 1924, has been 
selected as the date for the holding of 
the Fifth Mid-Winter Conference and 
Thirteenth Annual Trust Companies’ 
Banquet in New York City. 

These business and social gatherings 
are looked forward to by a greater num- 
ber of trust company officials and their 
friends each year and the early an- 
nouncement of the date should enable 
many of those living at a distance to 
plan their mid-winter visit to New York 
in order to be present at these events. 

Lucius Teter, Chairman of the Execu- 
tive Committee, has announced the ap- 
pointment of the Committee on Arrange- 
ments for the banquet as follows: 

Evans Woollen, president Fletcher 
Savings & Trust Company, Indianapolis, 
Ind. (chairman). 

Theodore G. Smith, vice-president 
Central Union ‘Trust Company, New 
York. 

Uzal H. McCarter, president Fidelity 
Union Trust Company, Newark, N. J. 

John W. Platten, president United 
States Mortgage & Trust Company, New 
York. 

Francis H. Sisson, vice-president 
Guaranty Trust Company of New York. 

Edwin P. Maynard, president Brook- 
lyn Trust Company, Brooklyn. 


Ten States Visited 


Since the middle of March, the Deputy 
Manager of the Trust Company Division 


has met with Trust Company sections or 
groups in ten states. "The area covered 
was principally throughout the central 
West and South. In each section of the 
country visited, trust business is reported 
as rapidly increasing. More intelligent 
and sustained efforts in telling the simple 
story of trust company service are re- 
sponsible for the increase in this busi- 
ness, although the successful and efficient 
management of estates by trust compa- 
nies generally has also been a large 
factor in securing many new appoint- 
ments under wills and living trusts. 


Practical Co-operation 


(Extract from recent letter) 


“Here is another illustration of the 
value of co-operative work between de- 
partments of a big institution. Some- 
thing over a year ago one of our bond 
men informed me that one of his bond 
customers might be interested in some 
trust arrangements. Soon afterward, I 
got in touch with him and have had 
many interviews both at his office and 
ours, and correspondence with him since, 
lengthening out to more than a years’ 
time. The result is that we are named 
as Executor and Trustee in four wills 
and two insurance trust agreements ag- 
gregating in present values approximately 
$750,000, with the funds constantly grow- 
ing. I am informed also that one of the 
junior partners desires to make similar 
trust arrangements with us, so that the 
net result from one lead is a considerable 


item.” 
A Chinese Will 


An interesting will written in Chinese 
was recently admitted to probate in San 
Francisco. It reads as follows: 

“T| Chee Chong Wong, also known as 
Gee Fook Sing, know myself sick in bed, 
whether or not will be recovered, nor do 
I know that I will live from morning to 
night. 

“This is my will if anything happens. 

“I give to my wife, Gee Wong Shea, 
the whole of my property, which is as 
follows: Money with Bank of Italy; 
money with Canton Bank; also Quong 


Sing Lee Laundry, all of San Francisco.” 


New Orleans Leads Again 


During the past few years a great 
deal has been written and said about the 
standardization or unification of schedules 
of fees for fiduciary service. It has 
fallen to the lot of our southern city, 
New Orleans, to make a schedule effec- 


tive by imposing a fine for deviating 


from the fees agreed upon. 

At a special meeting of the New Or- 
leans Clearing House Association, held 
on May 14, 1923, a report dated May 9 
from the Committee of Trust Officers 
of Banks and ‘Trust Companies, was 
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unanimously adopted. It reads as fol- 
lows: 

“We recommend to the New Orleans 
Clearing House Association the adoption 
of fixed charges for the following: 

Payment of interest coupons by trus- 
tees and/or paying agents, one-fourth of 
1 per cent. of amount distributed. 

Payment of called or matured bonds, 
one-sixteenth of 1 per cent. of amount 
distributed. 

It is understood that there will be no 
charge for paying coupons or bonds, in 
cases where the money is deposited with 
the trustee and/or the paying agent for 
thirty days or more prior to interest or 
maturity period, provided that the 
money be deposited in a special account 
in the Trust Department for the specific 
purpose of paying coupons and bonds. 

It is further understood that there will 
be no charge for paying coupons or 
bonds of the State of Louisiana (politi- 
cal sub-divisions thereof excepted) and 
of the City of Orleans. 

It is also understood that where no 
charge is made at the present time, the 
trust company shall begin the charge 
when and if this recommedation goes 
into effect. 

For the certification of bonds by trust- 
ees: 


$1000 Bonds $1.00 each 
500 Bonds 50 each 
100 Bonds .25 each 


The minimum charge to be $100. 


The committee suggests that a fine be 
imposed upon any bank or trust company 
violating any of the above rules.” 

It was decided at said meeting that the 
provisions of this report become operative 
July 1, 1923, on old issues and immedi- 
ately operative as applied to new issues. 

It was also decided to impose a fine 
of $500 for violation of any of the pro- 
visions contained in said report. 


Pre-War Standards 


We must get our minds away from the 
notion that pre-war standards of living 
and volume of business would be normal 
now. Normalcy is a vastly higher and 
more comfortable standard than 1913. 
We must not judge the state of business 
activity by pre-war figures, but by a 
hugely increased base. We must not be 
frightened when our output of steel or 
textiles or automobiles, lumber, corn or 
hogs, or our car loadings amount to fig- 
ures far in excess of those that would be 
implied alone in a normal growth of pop- 
ulation.—Herbert Hoover. 


Thomas B. McAdams, Vice-President of the 
Merchants National Bank, Richmond, Va., and 
former President of the American Bankers 
Association, and George O. Walson, Presi- 
dent of the Liberty National Bank, Washing- 
ton, D. C., have been appointed members of 
the Public Relations Commission of the As- 
sociation. 


Summer 


HE seasonal changes in the work 
and interests of the savings banker 
| are very noticeable at this time of 
the year. In addition, this year the 
savings banker has a special responsi- 
bility in view of the reaction from an- 
other “peak” in industrial and business 
activity. 
A few plans of varying importance to 
savings bankers are as follows: 


Graduation Time 


First, the end of the school year should 
be featured at once by the creation of a 
new business contact with those pupils 
in school savings banking systems who 
will not return to school next fall. This 
is a great time for every such youth. It 
is the duty and also the opportunity for 
the banker who has been privileged to 
serve as the school depository to offer 
his service and then to give real con- 
structive advice to each of his former 
pupil depositors. ‘The means for obtain- 
ing such contracts are well known and 
are far more personal than newspaper 
advertising. 

Unfortunate is the bank which has not 
availed itself of the convenient methods 
for segregating the individual deposits 
of pupils so that it cannot ascertain both 
easily and quickly the names of those 
pupil depositors with whom it will lose 
its relationship unless prompt action is 
taken at this time. 

Graduation from the school department 
of the bank to the adult department can 
be made an important event to the school 
graduate for reasons which are obvious 
to most savings bankers although there 
are two or three banks in the country 
which still believe to the contrary. 

Plans for the September opening of the 
school savings banking system should be 
completed at once while the experience 
of the past year is fresh in mind. Little 
consideration can be given to such mat- 
ters during July and August. 


School “Bank Day” Every Week 


Second, arrange for continuing the 
school “Bank Day” each week during the 
summer vacation, if it has not been done 
already. A suitable number of pupils 
who have served as cashiers or tellers 
in the rooms should be designated by the 
teacher and invited by the bank to be at 
its window during one of the specified 
days. This is one of the various phases 
of school banking which are explained 
in detail and illustrated in the book on 
“School Savings Banking.” 


Industrial Savings Method 


Third, every wage earner should be 
urged to arrange for systematic saving 
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Plans for the Savings Bank 


and depositing of a part of the amount 
due to him on each pay day. Whenever 
and wherever an establishment is found 
in which no appeal for thrift and saving 
has been made both consistently and con- 
stantly a method should be adopted for 
immediate installation. For this purpose 
the Savings Bank Division is prepared to 
recommend a convenient method which is 
handled through the pay roll but which 
provides the depositor with the direct 
and confidential relation to the bank 
which he usually desires. 

Referring to.the situation in the build- 
ing and other industries, the president 
of a steel company stated in a Youngs- 
town despatch of May 22 that “the situ- 
ation is one which counsels prudence on 
the part of workmen. It is a good time 
to keep steadily on the job and avoid 
extravagance and unnecessary purchases.” 


Consistency 


The old discussion as to whether 
Christmas Clubs are within the proper 
scope of savings bank service, has re- 
cently been revived by an attempt to ex- 
tend this thrift club idea into a field of 
merchandising for an article which may 
be a necessity for some but a luxury 
or absolute extravagance for many. The 
great majority of bankers have resisted 
a recent effort not only to sign their 
names to the publicity but to have them 
pay for the advertising space. Threats 
to withdraw large deposits usually fell 
on deaf ears. ‘The idea that a savings 
account should be controlled by the sales- 


man of a luxury through the device of © 


a joint account, does not appeal generally 
to those professional savings bankers 
who spend their lives in the promotion 
of thrift and preaching the general util- 
ity of a savings account. 

The Executive Committee of the Sav- 
ings Bank Division has taken a definite 
and unanimous position on this matter 
and takes pleasure in calling the general 
attention of savings bankers to the state- 
ment which was approved at the recent 
meeting of the Executive Council of the 


- American Bankers Association that it 


“looks with disfavor upon any attempt 
by corporations or private business inter- 
ests to pervert the whole established plan 
of savings for the purpose of stimulat- 
ing sales for commercial gain by creating 
a debt under the guise of thrift.” 


Mutuals in Convention 


The Fourth Annual Conference of the 
National Association of Mutual Savings 
Banks was held in Buffalo, June 5 to 
June 8, inclusive. The program included 
three business sessions, gave recognition 
to the splendid work of the women’s di- 


792 


vision and included a golf tournament, 
banquet, grand ball and provided for re- 
turn to the Atlantic seaboard by way of 
Niagara Falls, Toronto and the St. Law- 
rence River to Montreal. 

The general subjects and speakers at 
the three business sessions were, “What 
Do We Lack?” §S. B. Lloyd, Philadel- 
phia Savings Fund Society; T. F. Wal- 
lace, Farmers and Mechanics Savings 
Bank, Minneapolis. ‘What Progressive 
Banks are Accomplishing in Improving 
the Operation of Their Institution.” C. 
J. Obermayer, Greater New York Sav- 
ings Bank, Brooklyn; H. P. Gifford, 
Salem 5¢ Savings Bank, J. M. Satter- 
field, American Savings Bank, Buffalo. 
“Conservative Progressive Thought in 
Developing the Field of Investment,” G. 
S. Stevenson, Society for Savings, Hart- 
ford, J. H. Soliday, Franklin Savings 
Bank, Boston. 


The Labor Banks 


The adaptation of the mutual savings 
bank idea to a capital stock plan of or- 
ganization and control, under the aus- 
pices of certain labor unions, is attract- 
ing considerable attention. A substantial 
increase in the amount of savings de- 
posits may be expected to result from 
this special appeal to well defined groups 
by persons which have had much ex- 
perience with methods and phrases which 
stimulate a feeling of class distinction. 

In general the so-called labor banks 
are organized on the theory that the cap- 
ital stock is a guaranty. fund strictly 
limited in its earning power (usually 
10 per cent.), that the officials should 
receive a “fair compensation” as “stew- 
ards” of their depositors’ money, and that 
other earnings should be distributed to 
depositors. Savings depositors are paid 
interest from date of deposit to date of 
withdrawal. In 1922 the Cleveland bank 
paid 4 per cent. regular interest and 1 
per cent. extra on savings, and 8 per cent. 
to stockholders. A special feature is 
made of small loans where adequate se- 
curity is offered. No loans are made to 
officers or directors. 


A Mortgage Exchange 


The proposal to establish a market for 
the re-sale of mortgage bonds through 
the medium of an “exchange” to be es- 
tablished in New York City on the model 
of the stock exchange, is a matter of con- 
siderable interest to savings bankers. It 
has not yet been made apparent that this 
whole idea is feasible even now when the 
number of widely distributed mortgage 
bonds usually is undoubtedly greater than 
ever before. 

The potential value of such an exchange 
is obvious so far as the savings banks are 


| 
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concerned, although it can easily be ex- 
aggerated. Such value to the ordinary 
small investor might be ‘found in his 
being supplied. for the first time with 
an index of values such as does not now 

mrexist. z ae . 
It might be expected to supply him with 


Monthly Tendency in Saving Deposits 


by 896 banks which hold about one- 
third of the savings deposits of the 
country, according to. tabulation af 
the. Federal Reserve Board: 


An increase in savings deposits of 
.3 per cent. during the month preced- 
ing May 1, 1923 and of 9 per cent. 
during the preceding year is.indicated | 


Per cent. 


steadily declined 2 per cent. to 3 per cent. 
of original number each year and at the 
end of ten years about 25 per cent. of 
the accounts are still open. After that 
the changes are very small—mostly on 
account of death.” 


Postal Savings Increase 


The Post Office Department announces 
a total increase in postal savings deposits 
during the month of April of $75,000. 
The balance on deposit on April 30 was 
$132,255,000. 

The cities showing the largest increases 
during the month of April were New 
York, Boston, Chicago, Philadelphia, Uni- 
ontown and points in or near Montana. 
Substantial decreases occurred in Seat- 
tle, Pittsburgh, Detroit, Los Angeles, 
Cleveland, Milwaukee, Portland (Ore- 
gon), Louisville, New Orleans, Miami, 
Youngstown, Spokane, Providence, Pen- 
sacola, Memphis, and smaller offices. 

Numerous inquiries have been received 
for information on the school and indus- 
trial savings systems which may be 
adopted by the Post Office Department. 
The industrial savings system of the Post 
Office Department was first installed in 
Toledo, a city where it was recently dis- 
covered by the Chamber of Commerce 
that the number of savings and thrift 
club accounts exceeds the total popula- 
tion. 

We are advised that the school savings 
system has been formulated but has not 
yet been approved by the Postmaster 
General. 


British Savings Banks 


The inspection committee of the 
trustee savings banks in Great Britain 
give preliminary figures for November 
20, 1922 as follows: 


rate of interest yielded the depositors 
was raised to the statutory maximum of 
2% per cent. with excellent results, as 
the funds increased by 38 per cent. dur- 
ing the year. 

“The experience of savings banks, dur- 
ing the past year has been varied and to 
some extent uncertain, owing to unem- 
ployment, short time, and bad trade; but 
on the other hand, their business has im- 
proved, especially in Scotland and Ire- 
land, owing to the low rate of interest 
allowed on deposits by commercial banks, 
now only 1 per cent.” 


definite proof that mortgages are not all ee cent. elas : 
alike, especially when the only security Federal Noi of banka toa Are? 19 cae terres | ilar k 
back of a big issue of “mortgage bonds” District peposen ras Pi eauiieds "Millions Moves Minions cu 
may be nothing more tangible than: site , 
value and a hole in the ground. ; Be me ae 2 ae ve 
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automobile seems to have taken the world 
by the tail and run away with it. The 
automobile privilege has been abused, 
both by the seller. People are urged to 
purchase pleasure cars these days who 
do not own their homes or other prop- 
erty, and some of whom make only a 
moderate living, and our sons and 
daughters who grow up and marry, in- 
stead of working and saving for a home 
and other necessaries of life, save to 
purchase a pleasure car, never seeming 


to think what their- position or condition 
might be when they reach a mature age.” 


Unveiling Alexander Hamilton Monument, Washington, D. C. 


NATIONAL BANK DIVISION 


Condition of National Banks 


troller of the Currency showing 

the condition of National banks 

on April 3, 1923, indicated great 
commercial activity during the three 
months’ period ending at that time. Loans 
and discounts of the 8229 national banks 
amounted to $11,667,959,000, an increase 
since January Ist of $68,000,000, and of 
$385,000,000 during the last year. 

Demand deposits amounted to $9,444,- 
903,000. This sum shows a reduction of 
$395,000,000 for the three months period 
ending on April 3rd, though it marked an 
increase for the year in the amount of 
$783,000,000. ‘Time deposits totaled $4,- 
580,000,000 and these, too, increased $742,- 
000,000 during the year. 

The capital stock of National banks 
was $1,319,144,000, showing a slight ad- 
vance. Surplus and undivided profits 
amounted to $1,553,824,000, this sum be- 
ing $9,000,000 in excess of that reported 
a year ago. 

Circulation carried by National banks 
amounted to $728,776,000. This, too, 
shows a slight increase, it being $8,000,- 
000 more than a year earlier. : 

The percentage of loans and discounts 
to total deposits was 68.49 compared with 
66.59 three months earlier, and 73.31 one 
year prior thereto. 

The volume of United States Govern- 
ment securities owned by National banks 
increased since January Ist by $37,000,- 
000 to  $2,694,000,000. Other bonds, 
stocks and securities show a reduction 
for the last three months. 


R iste c received by the Comp- 


The New Comptroller 


The appointment of Henry M. Dawes, 
who assumed the duties of the Comp- 
troller of the Currency on May Ist, 
brought to that office a man conversant 
with and a part of the business life of 
America. He is the fourth member of 
his family to be called to National pub- 
lic service. His father, Rufus R. Dawes, 
and his brother, Beman G. Dawes, both 
represented their home district in Ohio 
in Congress. Another brother, Gen. 
Charles G. Dawes, served as Comptroller 
of the Currency in the McKinley Ad- 
ministration. 

The new Comptroller is a native of 
Marietta, Ohio. He graduated from 
Marietta College and then entered the 
lumber trade with his father, continuing 
in the management of that business after 
the death of the latter in 1900. 

In 1906 he removed to Chicago and 
engaged in public utilities work. He is 
interested in a number of such institu- 
tions, and was president of the South- 
western Gas and Electric Company, and 
an officer in several other companies. 


Also, he was a director in the Central 
Trust Company of Illinois, and the Dro- 
vers National Bank, Chicago. His thor- 
ough business training, coupled with his 
knowledge of banking practices, fit him 
well for the work just entered upon, and 
his administration is expected to be one 
of constructive accomplishments through- 
out. 


Agricultural Credit 


The Agricultural Credits Act created 
a Federal supervision offered to certain 
privately owned and operated agricul- 
tural and livestock financing corporations 
similarly as the Federal Government ex- 
ercises supervision over national banks. 
It provided that upon meeting cértain 
requirements such corporations already 
in existence may convert into National 
Agricultural Credit Corporations and 
also that others may organize as such 
immediately. 

Something more than one hundred or- 
ganizations of that nature, with capital 
of $250,000, the minimum requirement 
under the law, were known to exist. 
All of them were informed of the pass- 
age of the law and invited to place 
themselves under’ Governmental super- 
vision exercised by the Comptroller of 
the Currency. Only one of them has 
made application for a Federal charter. 
It was rather expected that most of the 
requests would come from corporations 
already in existence and desiring to con- 
vert to Federal charters. However, it 
is just possible that some of them find 
it difficult to place themselves immediately 
in a position to meet the requirements 
of the Federal Government. After they 
have had an opportunity to re-arrange 
their business affairs with a view to meet- 
ing the demands which they did not 
originally foresee and which, therefore, 
had no bearing upon their operation, a 
considerable number of applications to 
convert may be filed. 

Two other applications have been re- 
ceived for original charters. These are 
from groups of men who plan to place 
their corporations under Federal control 
immediately upon organization. One of 
these applications has been on file for a 
considerable time and following the in- 
vestigation required to be made by the 
Comptroller the application for a charter 
was approved. So, within a short time 
it is expected that this corporation will 
be operating under the full regulation 
provided by the act and that others will 
take similar steps. 


All of the corporations so far pro- 
jected are ones with capital of $250,000, 
the minimum required. ‘The other type 
of corporation, the one requiring a mil- 
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lion dollars of capital and which is not 
authorized to make loans directly to bor- 
rowers, but to discount paper presented 
by other corporations, by co-operative 
associations and by members of the Fed- 
eral Reserve System, has not been or- 
ganized. It is hardly expected that such 
will be brought into being until after a 
considerable number ef the smaller cor- 
porations are organized. With the excep- 
tion of the provision against making loans 
direct to borrowers the functions of the 
re-discount corporations are the same as 
those of the first type mentioned. 


Federal Reserve Membership 


Only a complete survey would disclose 
the attitude of non-member banks and 
trust companies toward the Federal Re- 
serve System. It is significant, however, 
that under the provisions of the recent 
amendment to the Reserve Act lessening 
the capital qualification to 60 per centum 
of that required of national bank mem- 
bers no state banks or trust companies 
have enrolled. It should be said, too, 
that no concerted campaigns have been 
waged. Whether they feel that all the 
advantages offered by the Reserve Sys- 
tem can be secured through member 
banks, whether they doubt that they could 
profitably employ the additional capital 
they would be required to set aside each 
year to bring their total up to that speci- 
fied for national banks, or whether both 
of these factors act as deterrents, no- 
body has determined. 

There is a feeling, however, that Con- 
gress viewed the limited memberships as 
due in part to the fact that the advan- 
tages of the system could be gained with- 
out making contribution to its upkeep. 
This view found expression in the Re- 
serve Act amendment which, while mak- 
ing notes, drafts and bills of exchange 
issued by intermediate credit banks 
eligible for discount by Reserve Banks, 
added the proviso that such paper shall 
not be eligible for discount when it bears 
the indorsement of a non-member state 
bank or trust company eligible for mem- 
bership. The effect of this limitation 
cannot be known until the credit banks 
become better established. 


List of Members 


A pamphlet containing a list of mem- 
bers complete to March 31, 1923, will be 
forwarded to each member of the As- 
sociation in the near future. It is of 
special value in connection with the use 
of the confidential telegraphic cipher 
code. Members are requested to keep it 
conveniently at hand for ready reference. 


State Bank Membership in the Federal Reserve System 


HE subject of the membership of 

State-chartered banking institu- 

tions in the Federal Reserve Sys- 

tem has been revived through cer- 

.tain provisions embodied in the new 

Rural Credits Act. Eligibility to mem- 

bership in the Federal Reserve System is 
prescribed as follows: 


“No applying bank shall be admitted to 
membetship in a Federal Reserve Bank unless 
(a) it possesses a paid-up, unimpaired capital 
sufficient to entitle it to become a national 
banking association in the place where it is 
situated .under the provisions of the National 
Bank Act, or (b) it possesses a paid-up, un- 
impaired capital of at least 60 per centum of 
the amount sufficient to entitle it to become 
a national banking association in the place 
where it is situated under the provisions of 
the National Bank Act and, under penalty 
of loss of membership complies with rules and 
regulations which the Federal Reserve Board 
shall prescribe fixing the time within which 
and the method by which the unimpaired 
capital of such bank shall be increased out 
of net income to equal the capital which would 
have been required if such bank had been 
admitted to membership under the provisions 
of clause (a) of this paragraph; Provided, 
That every such rule or regulation shall re- 
quire the applying bank to set aside annually 
not less than 20 per centum of its net income 
of the preceding year -as a fund exclusively 
applicable to such capital increase.” 


Under the provisions of the new law 
a joint committee of the United States 
Senate and House of Representatives 
has been appointed, consisting of Sena- 
tors McLean of Connecticut, Weller of 
Maryland, and Glass of Virginia, and 
Representatives Dale of Vermont, 
Strong of Kansas, Wingo of Arkansas, 
and Steagall of Alabama. The joint 
committee thus appointed “is authorized 
to inquire into the effect of the present 
limited membership of state banks and 
trust companies in the Federal Reserve 
System upon financial conditions in the 
agricultural sections of the United 
States; the reasons which actuate eligible 
state banks and trust companies in fail- 
ing to become members of the Federal 
Reserve System; what administrative 
measures have been taken and are be- 
ing taken to increase such membership; 
and whether or not any change should 
be made in existing law, or in rules and 
regulations of the Federal Reserve 
Board, or in methods of administration, 
to bring about in the agricultural dis- 
tricts a larger membership of such 
banks or trust companies in the Federal 
Reserve System.” 

It is understood that the joint com- 
mittee will submit to non-member State- 
chartered banking institutions a ques- 
tionnaire substantially as follows: 

1. What reasons have made it inad- 
visable for your bank to become a mem- 
ber of the Federal Reserve System? 

2. What amendment of the law would 


you suggest to attract eligible state 
banks? 

3. What regulations, if any, of the 
Federal Reserve Board or banks operate 
to repel eligible state banks and what 
changes would yo umake to insure mem- 
bership of state banks? 

4. What suggestions, if any, would you 
make with reference to the policy of the 
Federal Reserve System which in your 
belief would induce state banks to be- 
come members? 

5. In your opinion what service or 
benefits do you procure outside of the 
system that you cannot get by becoming 
a member? 

It is also understood that the joint 
committee plans to hold hearings at 
various points in the United States later 
in the year. 


Co-operative Marketing Problems 


The pamphlet on “Co-operative Farm 
Marketing” issued by the State Bank 
Division early in the year has been 
successful in several ways. The ques- 
tionnaire contained in the pamphlet has 
elicited valuable information not only 
from bankers but from farmers them- 
selves and the agricultural departments 
of various states. Two editions of the 
questionnaire pamphlet have already 
been issued and a third edition will 
doubtless be required. The fact that the 
pamphlet treats the subject of co-opera- 
tive marketing without prejudice, both 
from the viewpoint of the farmer and 
the viewpoint of the banker has given 
it a standing that no ordinary propa- 
ganda could have attained. The pam- 
phlet is being used as a campaign docu- 
ment in the organization of several 
co-operative marketing associations in 


various sections of the country. Not the - 


least significant feature of the pamphlet 
is the acceptance among farmers of the 
slogan to “Put Agriculture on a Par 
with Other Big Business” and to make 
clear the essentials of co-operative mar- 
keting finance. 

With the exception of a few co-opera- 
tive marketing associations that have 
been in existence a number of years, 
such organizations have their problems. 
An Arizona banker says: 


“We have, in the Salt River Valley an 
area of 240,000 acres, about a dozen dif- 
ferent commodity organizations, each de- 
signed to handle the marketing problem in 
connection with a specific commodity. The 
principle of one-man, one vote, is es- 
tablished in each one of these organiza- 
tions as well as an irrevocable five-year 
contract binding the grower to deliver 
his commodity to the Association. Our 
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attorneys have passed on the sufficiency 
of the several contracts and have pro- 
nounced them valid. 


In practical operation the Cotton As- 
sociation has been the outstanding fea- 
ture because of its larger membership 
and scale of operations as well as the 
fact that it has been in existence two 
full years. The benefits of its opera- 
tions have, as a result, been more clearly 
demonstrated to the community. During 
the year 1921 the Association had a 
credit of $1,500,000 with the War Finance 
Corporation, of which it actually used 
about $700,000 at the peak. In 1922 the 
Association was financed through the 
Harris Trust and Savings Bank of 
Chicago, on acceptance credit commit- 
ment of $1,200,000, of which only about 
$600,000 was used at the peak. 

“In general the principle of co-opera- 
tive marketing seems to be _ well 
grounded among the farmers of the Salt 
River Valley. Naturally there are quite 
a number of farmers here, as elsewhere, 
who are perfectly willing to have every- 
one else tied up under contract and, 
through co-operation, stabilize the mar- 
ket, provided they are individually left 
to operate on the outside to their own 
advantage. This tendency will, no doubt, 
decrease as fast as the farmers become 
educated to the benefits of real co-opera- 
tion.” 


Second Mortgages as Collateral 


Hon. Marshall Cousins, just before 
his retirement as Commissioner of 
Banking of the State of Wisconsin, cau- 
tioned banks against the acceptance of 
second mortgages as collateral security 
for loans. “When a second mortgage is 
offered as collateral there are several 
things to beconsidered,” said Mr. Cousins. 

“(1) Does the second mortgage give 
adequate protection upon the proposed 
loan? 

“(2) Does the mortgage offered, to- 
gether with the prior mortgage, exceed 
in amount the limit which the bank could 
invest under the law in one loan? 

“(3) Is the value of the premises 
covered by the mortgages sufficient to 
give a safe and satisfactory margin over 
the mortgage indebtedness? 

“Many second mortgages are offered 
which leave no margin between the 
amount of the mortgages and the value 
ef the property and oftentimes the bor- 
rower has obtained a loan from an in- 
dividual upon a first mortgage for the 
extreme percentage of the value of the 
premises which an individual feels satis- 
fied in accepting.” 


| Richmond, Va., Enlarges Scope of Its Credit Bureau 


NAL, there appeared a working plan 

giving the full operations of the 

credit bureau in connection with the 
Richmond Clearing House Association. 
Those who read this article, may recall 
that when banks were interested in know- 
ing whether a customer applying fora 
line of credit was borowing from some 
other institution, member of the clearing 
house, they sent their Form No. 1, prop- 
erly filled out, to the secretary of the 
clearing house association, who in turn 
filled out his Form No. 2 and forwarded 
it to all members of the local association, 
receiving within three or four days the 
information asked for by the inquiring 
bank. ‘This system, although a little slow, 
worked splendidly and produced effective 
results. 

In order to render better service by 
getting the information quicker, this bu- 
reau of credits was enlarged upon. Un- 
der the new arrangement, every local 
bank furnishes the secretary of the credit 
bureau with a white card for each name 
on their liability ledgers. These cards 
are forwarded to the secretary daily, 
thus enabling him to have a complete 
and up-to-date file of every borrower 
doing business with the banks in the city 
of Richmond. Each card bears the name 
of the borrower and the code number 
of the bank reporting the same. The 
cards are filed in alphabetical order in a 
fire-and-burglar-proof cabinet. No one 
has access to the file but the secretary, 
who is in absolute charge of this bureau. 


The file contains a list of names of 
every borrower in the banking institu- 
tions of that city. Whenever a duplica- 
tion of. names occurs, due to the party 
borrowing money in two or more banks, 
the secretary removes the white card and 
substitutes therefor a salmon colored 
card with the name of the party, to- 
gether with the several code numbers 
representing the banks granting lines of 
credit to said party. 

This system. enables the secretary im- 
mediately to obtain from the bank or 
banks, the total amount of all loans se- 
cured or unsecured or any other liabili- 
ties in a minute’s time when any member 
may be interested in ascertaining how 
much money has been borrowed by an 
applicant and from how many banks. The 
secretary in giving this information 
never divulges the name of the banks 
granting these lines of credit. He gives 
only the total amount borrowed and the 
number of banks from which the money 
has been borrowed. 

Whenever a line of credit extended to 
a party expires at a bank, that bank 
immediately furnishes the credit bureau 
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with a yellow card giving the name of 
the party as well as the code number of 
the bank. Upon receipt of this yellow 
card, the secretary removes the white 
card from the credit file and places it 
in the dead file. At the same time he 
erases the code number on the salmon 
card, providing the party has a line of 
credit at more than one bank. 


Under the present arrangement it is 
possible for a bank to ’phone the secre- 
tary at any time to ascertain whether 
an applicant for accommodation is bor- 
rowing at one or more banks, and in a 
very few minutes finding out just how 
much money has been borrowed by the 
applicant for the loan. Incidentally this 
card system enables the credit bureau to 
check only those banks reporting the 
name of the party under investigation 
so it is not necessary for the secretary 
to write each bank in the city as he did 
under the former system. 


The Secretary of the Section will be 
only too glad to assist the manager of 
any clearing house association in the 
country to bring about the establishment 
of such a credit bureau. 


Co-operation Through a Clearing 
House 


An ideal clearing arrangement, was 
perfected at a dinner and meeting held 
Tuesday evening, May 8, at Derby, 
Conn., when the officers and directors 
representing the banks and trust com- 
panies of four cities, Ansonia, Derby, 
Seymour and Shelton, within a radius of 
seven miles, formed a Four-City Clear- 
ing House Association. The biggest 
problem to overcome was the fact that 
the group of banks, members of this 
association, are located in two different 
Federal Reserve Districts, namely, Bos- 
ton and New York. Articles of associa- 
tion and by-laws were drawn and adopted, 
and read in part as follows: 


“We the undersigned banks and trust com- 
panies of Ansonia, Derby, Seymour and Shel- 
ton, do hereby associate ourselves together for 
the purpose of facilitating the transaction of 
business between ourselves; fostering and fur- 
thering conservative banking practice; using 
our influence in matters of common interest to 
one another and for the general good of the 
community, and of performing such other 
services as are agreed upon by ourselves 
which are not in contravention of Federal 
or State laws.”’ 


“Article 1. The name of this Association 
shall be The Clearing House Association of 
Ansonia, Derby, Seymour and Shelton.” 


“Article 5, which pertains to exchanges 
is as follows: 


“Fach member bank clearing its checks 
through the association, shall at the close of 
each business. day, mail direct to the other 
members, all items drawn on them, and at the 
same time advise the manager on the daily 
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sheet adopted by the association, the amount of 
its items sent to the other banks. From these . 
daily sheets, the manager will make up the 
clearing settlement sheet and determine how 
payment is to be made. He shall then notify 
by telephone the banks that have credit bal- 
ances, of the amount and to which bank set- 
tlement is to be paid. The amount so due shall 
be sent direct to the New York or Boston 
correspondent, which has been designated a 
clearing settlement bank for the credit of the 
member being paid, these funds becoming ayvail- 
able the following day. The time for clearing 
exchanges shall be nine o’clock in the morning 
of each business day. All checks, drafts, coup- 
ons matured or any other strictly cash items, 
shall pass through the exchanges. Sight drafts, 
notes, checks previously protested, and other 
like matters shall not be included but settle- 
ment may be made through the exchanges by 
the use of the charge ticket or such other 
method as may be agreed upon. 

“All items received by any member in the 
exchanges of any day shall remain the prop- 
erty of the respective members which sent the 
same and shall be held in trust only by the 
member so receiving the same, until all the 
balances arising from the exchanges of the 
day are paid or until checks or vouchers are 
returned unmutilated. § 

“All matter passing through the exchanges 
shall bear the written or stamped endorsement 
of the member for whose account it is 
cleared.” 

“Article 12—Changes in recognized prac- 
tices. No member shall make any radical de- 
parture from the present practices observed 
by the member banks in the conduct of its 
business which may work to place any of the 
other associated members at -a disadvantage, 
until notice of its intention of making such 
change has been given to the association and 
the matter dscussed at a regular or special 
meeting.” ; ; 

This is a most satisfactory arrange- 
ment and one which will benefit the 
banks in that section materially. It also 
shows the splendid spirit of co-operation 
existing between the members of several 
thriving and growing communities where 
competition is quite keen. Not only the 
banks will be benefited by membership 
in the association but the community will 


be better served. 


We should like to see other towns lo- 
cated but just a short distance apart from 
one another, follow the plan adopted by 
this Four-City Clearing House Associa- 
tion, or the ‘Tri-City Clearing House 
Association of La Salle County, Il. 
which is serving the three cities of La 
Salle, Oglesby and Peru in La Salle 
County, ll., in a like manner. i 


R. E. Chambers, cashier of the Anson- 
ia National Bank, Ansonia, Conn.; and 
an active member of the American In- 
stitute of Banking, was the prime mover 
in bringing about the clearing house as- 
sociation for the four cities. He was 
honored by being elected president of this 
new association. Charles A. Post, as- 
sistant cashier, Birmingham National 
Bank, Derby, Conn., was elected secre- 
tary. 

If you are interested in such an as- 
sociation for your community, communi- 
cate with the Secretary of the Section. 
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To Take Turmoil Out of Tarifi-Making 


By PHILIP G. WRIGHT 


A Suggestion in Schedule-Making Offered As a Measure to Mit- 
igate Some of the Inevitable Evils Attendant upon Preparing 
New Tariff Bills. Let the Commission Make the First Draft. Many - 
Interests Work for Increases When aj Bill Is Being Prepared. 


Te United States Tariff Commis- 
sion at present is engaged in mak- 
ing cost studies both at home and 

abroad with reference to its re- 
cently acquired function of adjusting 
rates of duty so as to equalize costs of 
production. In my article in the May 
issue of the JourRNAL I pointed out some 
of the difficulties of the task which Con- 
gress has entrusted to the Commission— 
difficulties which would seem to render 
the task impossible of fulfilment in any 
literal sense. It may, as a result of its 
investigations, be able to arrive at fig- 
ures in many instances which, without 
too strained an interpretation, it may 
designate foreign and domestic costs of 
production, and hence fix rates which 
may prove more satisfactory to the bus- 
iness world than the present rates. In 
any event, as a result of the experiment 
the Commission will acquire a vast body 
of data in regard to foreign and domestic 
conditions of industry which will prove 
invaluable to it in handling any subse- 
quent tariff problems which Congress may 
submit to it. Moreover, it will gain ex- 
perience as to its: limitations and- possi- 
bilities which may greatly increase its 
efficiency. The experiment is well worth 
the trying. 


The Present Act Not Final 


However, nobody expects the Act of 
1922, with such modifications as the 
Tariff Commission may make, to be the 
last word in tariff legislation. Even 
were it possible literally to adjust all 
rates so as to equalize costs of produc- 
tion, the result would prove unsatisfac- 
tory. Good public policy may require 
that some article should have rates much 
higher than the equalizing cost and other 
rates much lower. It may prove desir- 
able to place articles now dutiable on 
the free list and to make articles now 
on the free list dutiable. A political 
party representing a tariff policy wholly 
different from that of equalizing costs 


may become the majority party in Con- 


gress. Sooner or later there will be an- 
other tariff revision, and the question 
arises whether or not an inprovement 
can be made over the methods that have 
in the past prevailed and, specifically, 
whether in subsequent revisions of the 
tariff the Tariff Commission may not 
with profit play a more active part than 
hitherto. 


Dissatisfaction with Past 
Methods 


There is demand for improvement. 
The popular phrases, “Take the tariff out 
of politics,” “Let business men make the 
tariff,” and the like, are witnesses to 
this demand. The odium which in 
America attaches to the very word “pol- 
itician” is due in no small measure to the 
methods hitherto prevailing in framing 
and passing tariff bills. Indeed the fact 
that the Constitution has been stretched 
to give the Tariff Commission its pres- 
ent powers is evidence of widespread 
dissatisfaction and an impatient desire to 
get the tariff out of the hands of Con- 
gress altogether. 


Power Is with Congress 


The transfer of legislative power 
would require a Constitutional amend- 
ment but that the people on sober sec- 
ond thought will consent to place the 
final enactment of such an important rev- 
enue measure as the tariff in the hands 
of any government agency not directly 
responsible -to them at the polls is too 
unlikely to call for serious discussion. 
The Constitution lodges legislative power 
in Congress without authority to trans- 
fer it‘ to anybody else. Such a change, 
therefore, could not be made without a 
Constitutional amendment and any like- 
lihood of such an amendment may be 
dismissed. 


The Plan Proposed 


It is therefore a waste of space to 
discuss any such proposition. as that of 
taking the tariff-making power away 
from Congress and turning it over bod- 
ily to the Tariff Commission. But, it is 
conceivable that the commission might 
with advantage have its powers enlarged. 
One such possible enlargement of power 
it is the purpose‘of the present paper 
to discuss. Let the commission be grant- 
ed authority to draft a complete tariff 
bill, arranging the classification and 
affixing rates of duty to all the articles 
in all the schedules. In order to make 
the bill conform to the wishes of the 
people as reflected by the majority party 
in Congress, it should receive ‘from the 
Chairman of the Committee on Ways 
and Means certain instructions covering 
the general line of tariff policy to be ob- 
served. Clearly, in a representative form 
of government, the people themselves as 
shown by their action at the polls should 
be the final judges on such broad ques- 
tions of public policy as free trade or 
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protection, a general revision upward or 
downward, a tariff for revenue or for 
national self-sufficiency. The commis- 
sion, for example, might’ be instructed 
to draft a bill which should, so far as 
could be ascertained, equalize competitive 
conditions between domestic and foreign 
producers, with the further instruction 
that raw materials, unless good reason 
could be shown to the contrary, should 
be placed on the free list and that arti- 
cles which were the product of “key” 
industries should be given rates so high 
as to give practically the whole domestic 
field to the American producer. Were 
the majority in Congress of a different 
political philosophy, it might instruct the 
commission to abandon the policy of pro- 
tection and to make the basic principle 
a revision of the tariff downward with a 
view to ultimate free trade, existing in- 
dustries to be disturbed as little as pos- 
sible in the process; or revenue might 
be made the basic principle with instruc- 
tions to make the rate on luxuries rela- 
tively high and the rates on necessities 
relatively low; or national self-suffici- 
ency, or some other principle might be 
made basic. In short, the commission on 
entering upon its task should know, in 
a general way, the character of the bill 
expected from it, as does now the Com- 
mittee on Ways and Means. Having 
drafted the bill the commission should 
submit it- to Congress for amendment 
and final enactment, each paragraph be- 
ing accompanied by a concise statement 
giving the reasons for the rates therein 
provided. In drafting the bill the com- 
mission should rely chiefly, if not ex- 
clusively, on the investigations made by 
its own experts. At some stage before 
its final enactment by Congress, however, 
public hearings should be granted. By 
the general plan above outlined the com- 
mission would become the equivalent of 
a permanent Committee on Ways and 


_Means entrusted with the duty of mak- 


ing a first draft of the bill. 
Absence of National Viewpoint 


Such a plan offers many advantages 
which can best be brought out by noting 
the defects of past methods. One of the 
chief defects has been the absence of a 
national viewpoint. Rates have been 
fixed, not so much with reference to the 
public good as-because they are de- 
manded by some private or sectional in- 
terest; they are fixed to favor private 
or sectional interests because members 
of Congress know that if they did not 
they would not be members of Congress. 

Since a member of Congress knows 
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JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


“A HANDSOME 
ADDITION 


to the 
COMMUNITY” 


VERY banker likes to feel that 
his bank-building is a definite 
architectural contribution to its neigh- 
borhood. It is not only a matter of 
personal pride with him, but sound 
business sense as well, for he realizes 
that a bank’s exterior does much to 
influence the opinion of the “man in 
the street” and draw depositors. 


The secretary of the Home Savings Bank 
(pictured above) bears out our statement. 


He says: 


“As to appearance, we think our 
building as fine as any bank in Brooklyn. 
It has been a handsome addition to the 
community, and the approval of the 
public has been attested by our material 
increase in new depositors.” 


Like many others of the finest banks in 
the country, the Home Savings Bank is 
faced entirely with Terra Cotta. The beauty of 
its soft-toned gray walls, of its classic facades, 
its columns, mouldings and panels—its entire 
external beauty is the beauty of Terra Cotta. 


Permanent 


When writing to advertisers please mention the ‘Journal of the American Bankers Association.” 


Gray speckled matt 
glazed Terra Cotta 


Beautiful 


HOME SAVINGS BANK Gustave Eda, 


EROOKLYN, N. Y. Architect 


This versatile material may be given any 
shape or color the architect desires. There is 
no limit to its artistic possibilities; yet it is less 
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that he cannot secure the rates demanded 
by the interests upon which his official 
life is dependent unless he is willing to 
grant like concessions to others, it fol- 
lows that in the framing of a tariff bill 
rates in the case of commodities backed 
by powerful interests must be adjusted 
to one another by a process of mutual 


accommodation and compromise pop- 
ularly known as “log-rolling.” Since 
states or groups of states have their 


dominating industries a further corol- 
Jary is the evolution of sectional pres- 
sures and “blocs.” 

Hence, in the case of commodities 
where powerful interests are concerned, 
a tariff is not framed in accordance with 
any thought-out philosophy of national 
welfare. It is simply the resultant of a 
struggle between conflicting interests in 
which the strongest get the most. It is 
this circumstance, perhaps more than any 
other, that has brought discredit upon 
Congress and aroused public sentiment to 
“take the tariff out of politics,’ which 
means presumably to take it out of the 
hands of Congress. 


May Be Mitigated but Not 
Eradicated 


But will the situation in this respect 
be better in the hands of any other 
body? The same great interests which 
are so potent in securing the nomination 
and election of senators and representa- 
tives will still be in the background if 
the Tariff Commission or any other body 
has the making of the tariff. They are 
business men, not sentimentalists, and 
since the tariff affects their profits, the 
securing of a favorable rate of duty is 
as much an item of routine business as 
is the hiring of a good buyer or a com- 
petent salesman. The frequently heard 
plea to take the tariff out of the hands 
of politicians and entrust it to a group 
of business men is pathetic. In impor- 
tant items the shaping of the tariff is 
in the hands of business men now. It 
may be taken for granted that great or- 
ganized interests, such as the farmer in- 
terest, the textile interest, the pottery 
interest, the sugar interest, will use every 
effort to secure a sympathetic personnel 
on the commission and its staff, if the 
commission has the shaping of the tariff. 

This evil, if evil it be, of pressure from 
private and sectional interests as domi- 
nating factors in adjusting rates of duty 
cannot be eradicated by transferring the 
tariff-making power from Congress to 
some other body. It is inherent in the 
very nature of protective philosophy. 
It was as manifest in the time of Hamil- 
ton as it is today. 

Still, the evil, if it cannot be eradicated, 
may be somewhat mitigated if the plan 
outlined should be adopted. —The commis- 
sioners are appointed for a long term of 
office and are likely to acquire consider- 
able independence, whatever may have 
been their antecedents; their appointment 
is not by direct election from a more or 
less subservient constituency, but must 
be secured by appointment through the 
President, and Presidents have a way of 
developing a national viewpoint and a 
consciousness of the dignity and respon- 
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sibility of their office. The fact that the 
membership of the commission cannot 
contain more than three men of any one 
political party may also prove helpful. 
The influence of the interests becomes 
even more attenuated when it comes to the 
commission’s experts who make the ac- 
tual investigations upon which the final 
findings of the commission must be 
based. On the whole there is much more 
hope of attaining a bill conceived in a 
national spirit in accordance with some 
consistent principle from the commission 
than from either the House Committee 
on Ways and Means or the Senate Com- 
mittee on Finance. 


Partizan Politics and the Tariff 


Another evil which has developed in 
tariff making is due to partisan politics, 
and this evil may also be mitigated by 
transferring the drafting of a tariff bill 
to the commission. There is in reality 
less difference in principle between the 
great political parties with respect to the 
tariff than is generally supposed. ‘The 
Republicans commit themselves more un- 
reservedly to the principle of protection 
than the Democrats and when in power 
grant higher rates of duty. But both 
parties stand for protection and both 
parties use the tariff as a means of 
raising revenue. 

As Democratic members are likely to 
represent different business interests and 
different sections of the country from 
those represented by Republicans, it is 
to be expected that the industries to re- 
ceive tariff favors will be somewhat dif- 
ferent under a Democratic tariff from 
what they will be under a Republican 
tariff. The difference is in degree, how- 
ever, rather than any very vital differ- 
ence in principle. 

But the exigencies of party politics 
compel Republicans to attack a Demon- 
cratic tariff and Democrats to attack a 
Republican tariff as disastrous to the na- 
tional welfare. And as under either 
tariff there is certain to be much dis- 
content, the attacks based on the tariff 
as well as attacks based on other sources 
of discontent are likely in the course of 
a few years to prove successful. The 
opposite party comes into power, and to 
keep party pledges must enact a new 
tariff, which is not likely to prove more 
satisfactory or permanent than its pre- 
decessor. Perhaps this constant over- 
hauling of the tariff resulting from party 
politics is one of the worst evils of 
tariff legislation. The uncertainty and 
suspense accompanying the incubation of 
a tariff are worse for the business in- 
terests of the country than any tariff 
which would be likely to be enacted by 
either party. In this sense there is little 
doubt that it would be desirable to “take 
the tariff out of politics.” 


A tariff bill drafted by a bi-partisan 
tariff commission and based on the find- 
ings of commodity experts would be far 
less a vulnerable object for venomous 
partisan attacks than a bill drafted by a 
frankly partisan committee. It might 
remain for many years a basic tariff, 
subject to moderate changes made by the 
Tariff Commission in response to in- 
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structions from Congress in accordance 
with the changing needs of business or 
as the tariff philosophy of the majority 
should change from time to time. The 
tariff would thus acquire a character of 
permanence and flexibility, both to the 
great advantage of the business interests 
of the country. The modifications in 
rates proposed by the commission should 
in general, like the original bill, be re- 
ferred to Congress for final enactment. 
Should the present experiment of a 
“flexible tariff’ meet with some measure 
of success, it might be continued, but 
probably on a somewhat different basis 
from that of equalizing costs. The 
President might be authorized to pro- 
claim any minor change recommended by 
the commission, and after the lapse of a 
reasonable interval of time and in ac- 
cordance with a joint resolution of both 
Houses of Congress, which had previous- 
ly been passed. the change would be un- 
derstood to be acquiesced in by Congress 
and become law. 


Classes Not Represented in Tariff 
Making 


Another defect which would in a 
measure be remedied by the proposed 
plan is.that there are large classes 
whose interests are not directly or ade- 
quately presented to tariff making com- 
mittees. The House and Senate Com- 
mittees which draft a tariff bill hold pub- 
lic hearings. At these hearings appear 
the representatives of manufacturers and 
other producers. The act that emerges 
is thus the result of compromise and ac- 
commodations among interests which, 
however much they may differ in other 
respects, have for the most part this one 
characteristic in common: all are desir- 
ous of securing high rates of duty on 
their respective products in order to 
maintain a level of prices which will 
yield them satisfactory profits. The 
“plain people,’ the great masses of wage 
earning consumers, who are interested in 
low rates of duty and low prices, are 
not directly represented. (1) True they 
are often referred to. The representatives 
of business interests claim to be much 
concerned for the welfare of the con- 
sumer, and in the same breath that they 
assert that their industries cannot survive 
without high duties, assert also that such 
duties will not raise prices. They also 
stress the argument that consumers are 
also producers and that protective duties 
will help them more as producers by 
maintaining high wages and affording 


1 By the above statement it is not meant to 
assert that low duties on certain articles and 
the free admission of others are not often 
advocated at the hearings. But such advocacy 
is by business interests which will be financially 
benefited by such a policy. The sugar refin- 
ing interests and the American investors in 
Cuban sugar properties sent representatives to 
present the case for a reduction of the duty 
on sugar. A large section of the lumber trade 
asked for and obtained the free admission of 
lumber. The “farmer bloc” secured the free 
admission of potash and a low duty on mo- 
lasses. Such conflicts of interest usually arise 
when the product of one industry is the raw 
material of another. More often an agrec- 
ment is reached by granting a duty on the 
raw material and a compensatory duty on the 
finished product, as in the case of wool and 
woolens. 
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steady employment than they will hurt 
them as consumers. This is at least a 
debatable point. At any rate, this great 
mass of consumers, as such, have no one 
to present their case. It is fair to as- 
sume that the Commission, having a na- 
tional viewpoint and less under the dom- 
ination of private business, would weigh 
the effect upon prices and the burden 
upon consumers as an offset to the bene- 
fits to business, in establishing rates. 


No Special Fitness for the Task 


Finally, it may be asserted without any 
thought of discourtesy that the men who 
have made tariffs in the past have had 
no special expert fitness for the task. 
The individual members of the House 
Committee on Ways and Means and the 
Senate Committee on Finance are seldom 
chosen because of any expert knowledge 
on tariff matters. Their selection is 
more apt to be a matter of seniority or 
party expediency. They are able men, 
some of them extraordinarily able men, 
but to master the intricacies of the tariff 
and acquaint themselves with the perti- 
nent facts in regard to all the hundreds 
of articles therein enumerated, all in the 
limited time which they can devote to 
the subject consistently with their other 
duties as members of Congress, would 
call for supermen. They have in the 
past been obliged to rely largely on the 
testimony given at the hearings—testi- 
mony confessedly one-sided and made by 
interested parties. In the Acts of 1921 
and 1922 they had in addition the valu- 
able commodity surveys and studies made 
by the Tariff Commission, and the bene- 
fit of personal conferences with the 
Commission’s experts. But obviously a 
permanent commission made up of men 
devoting all their time to this especial 
task could handle this mass of material 
in the drafting of a tariff bill more ex- 
pertly than an untrained, temporary com- 
mittee. 


Would Congress Enact the Bill? 


The plan proposed, therefore, gives 
reasonable promise that a better tariff 
bill could be drafted by the Tariff Com- 
mission than by the Committee on Ways 
and Means. It should be more consis- 
tent to some definite political policy, more 
national in its viewpoint, less subject to 
violent partisan attack. It should give 
evidence of more expert workmanship 
and better adjustment of part to part. 
In short it should give more evidence 
of broad-visioned statesmanship and less 
of temporizing expediency. But when 
drafted, its final enactment must be left 
to Congress. To vest the enactment of 
such a measure with the President or 
Tariff Commission would be clearly un- 
constitutional, and even if it could be 
made constitutional by amendment, it 
would be an extremely hazardous policy 
to take the enactment of a great revenue 
measure out of the hands of a body di- 
rectly responsible to the people. The 
crucial test of the plan, therefore, lies 
in the question whether Congress will 
enact such a measure when presented to 
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it. On this point nothing positive can be 
said. If Congress choose to assert its 
undoubted power and reject or amend 
beyond recognition the bill which it has 
entrusted to the Commission to draft, the 
whole performance would become an 
elaborate farce. There is some reason, 
however, for thinking that Congress 
would not so act. It will probably prove 
very difficult to induce Congress to en- 


trust this power to the Commission in 
the first instance, but having once done 
so it will hardly care to discredit its own 
act. In the second place there are 
known to be members of Congress who 
chafe under the pressure of the Lobby. 
Such members will welcome the relief 
which will come to them from throwing 
the responsibility of drafting a tariff 
bill upon the Commission. 
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America to have frankly initiated a 

course of procedure in re-organiz- 

ing its banking system according to 
the Federal Reserve principles. By the 
enactment of the Federal Reserve Act 
of Peru, the present Government of that 
country has given a remarkable testimony 
of the willingness on the part of the peo- 
ple to give a great impulse to the deveiop- 
ment of the country’s resources, along 
modern lines of financing. The Federal 
Reserve Act of Peru was modeled after 
that of the United States, with modifica- 
tions such as the banking conditions and 
general financial situation of Peru sug- 
gested to the framers. 


Pies is the first country in Latin 


Irredeemable Paper 


The period of irredeemable paper cur- 
rency which Peru had to endure until 
1887 was due, as in many other countries, 
to the carelessness on the part of the 
banks in handling the metallic reserves 
against notes in circulation and public de- 
posits. According to the Peruvian 
banking law, banks of issue were required 
to keep in their vaults, as reserve against 
their note issues, one-third of the total 
amount of the bank’s notes in circulation, 
and a subsequent law obliged the banks 
to guarantee their issues with a 30 per 
cent. metallic reserve and 70 per cent. of 
the total issues in bonds of the Govern- 
ment. However, no provisions were 
made in the law to regulate reserves 
against deposits, which differ considerably 
to those against circulation. Thus, in 
1875, the total of notes in circulation, 
made legal tender in 1872, amounted to 
about 10,000,000 soles, *and total de- 
posits in banks amounted to 6,000,000 ap- 
proximately. Against this total of about 
16,000,000 soles the banks held as metallic 
reserve only about 2,000,000 soles. After 
the fact was made clear that the banks 
were not able to meet their obligations, 
they applied to the Government for a 
moratorium, which was granted to them 
for a period of four months. The Gov- 
ernment took upon itself the blame for 
the condition of the banks, stating that 
considerable loans had been made by the 
credit institutions to finance certain pub- 
lic works. ‘This, however, does not ap- 
pear to be so strong a cause for their in- 
solvency as the fact that metallic re- 
serves were entirely out of a safe propor- 
tion to the total note circulation and de- 
posits. Several economists have given as 
a reason for the financial crisis of 1875 


1 At that time the Peruvian sol weighed 25 
grams; 900 thousandths fine. 


the fact that considerable amounts of 
money were permanently invested in pub- 
lic works and.only small amounts in self 
liquidating investments, but it seems that 
errors along legislative banking and cur- 
rency lines, as well as in the administra- 
tion of the banks, were chiefly responsi- 
ble for the crisis. 


Unlimited Moratorium 


On September 6, 1875, six days after 
the inconvertibility of the paper currency 
was declared, an unlimited moratorium 
was granted to the banks, and also the 
privilege of raising the total amount in 
circulation to 12,500,000 soles. The fall 
in the purchasing value of the unconvert- 
ible paper reached such proportions that 
on August 17, 1877, the Government took 
charge of the irredeemable issues and 
took the responsibility of paying them in 
the future. Asa result of this action, the 
loans made by the banks to the Govern- 
ment were cancelled, but the total emis- 
sions were increased to 15,000,000 soles. 

A law of January 27, 1879, prohibited 
the use of bank bills. It seemed, how- 
ever, that notwithstanding the authorized 
increase of paper issued, the demand was 
greater than the supply, and the Govern- 
ment authorized the Compafiia de Obras 
Publicas del Peru to increase the issue 
of notes from 1,000,000 soles to 5,000,000 
soles. Increasing thereby the total issue 
to 20,000,000 soles. The result of this 
action was immediately reflected on the 
exchange and the value of the sol drop- 
ped to 18 pence from 23 pence. The 
situation was further aggravated by the 
declaration of war between Chile and 
Peru on April 5, 1879. Since then the 
Government issued paper currency in 
amounts sufficient to supply its needs, 
regardless of limit. Exchange continu- 
ally dropped in response to the new 
issues and to the unsuccessful military 
operations against Chile and the total 
circulation reached 60,000,000 soles be- 
fore the capture of Lima by the Chilean 
troops. Upon the establishment of the 
Chilean authorities in that city, an order 
was issued whereby silver coins would be 
used in the payment of taxes. How- 
ever, after the re-establishment of the 
National Government in Lima, new paper 
issues were authorized which, added to 
the previous amounts, increased the 
total circulation to 86,000,000 soles. 

At that time exchange had fallen as 
low as 2 pence to the sol. In 1887 the 
Finance Minister of Peru issued a dec- 
laration to the effect that the acceptance 
of paper money was not obligatory and 
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Peru was thus freed from irredeemable 
currency. ‘The Government proposed to 
redeem the outstanding issues by means 
of an internal loan bearing interest at 
1 per cent. per annum. The proportion 
was fixed at 15 paper soles to one sol of 
the debt and, taking into consideration 
the rates of interest prevailing at the 
time and the exchange rates, the true 
value of the sol was reduced to 8 tenths 
of a cent gold, in virtue of the terms of 
the conversion scheme. The monetary 
system of Peru was then based on silver. 

In 1897 the value of silver began to 
fall in Europe and the value of the sol 
suffered continuous fluctuations. Public 
opinion in Peru demanded the establish- 
ment of a medium of exchange with a 
fixed value. The result was that the 
mints were closed to free coinage by a 
law of April 9, 1897. The amount of 
silver in circulation was consequently 
limited to the amount then in existence, 
thereby making silver scarce and increas- 
ing its value. 


Issue of Soles 


On May 5, 1897, the Bank of Callao 
was authorized by the Government to is- 
sue 60,000 soles in coins of small denom- 
inations. On the other hand,. the export- 
ers did not look with favor upon any 
measures intended to increase the value 
of the circulating medium and _ their 
antagonism reached such a point that the 
sol was given a fixed value of 24 pence. 
In order to firmly stabilize the value 
of the sol, a decree was enacted on 
June 24, 1879, whereby payment of fiscal 
dues was allowed to be made in pounds 
sterling at the fixed rate of 10 soles to 
the pound. 

Under this law, the value of the sol 
could only be increased a little above 
24 pence, to offset the expense involved 
in the importation of pounds sterling. 
However, the depreciation of silver was 
frankly recognized at that time and 
measures were taken toward the estab- 
lishment of the gold exchange standard. 
A law was passed on September 11, 1897, 
encouraging the exportation of silver in 
order to facilitate the circulation of gold. 
The enactment of this law marked the 
beginning of the gold régime of Peru, 
which was to remain in existence until 
soon after the outbreak of the world 
war in 1914. A gold coin was created 
by a law of December 29, 1897, and ac- 
cording to the law of December 14, 1901, 
the gold standard was established as the 
only legal standard in the Republic. 

It must be noted, however, that the 
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Peruvian sol, although containing 25 
erams of silver, 900 fine, like the 5- 
franc silver piece in France, was given 
under the new system a value equal to 
only about one-half of its original gold 
value. This fact was the cause of diffi- 
culties when silver bullion rose in price 
in 1906 to 33 pence per ounce, making it 
profitable to export the silver coins. Sil- 
ver began to disappear from circulation 
and the Government prohibited its ex- 
portation and the melting of coins into 
bullion. Furthermore, a coin was cre- 
ated worth one-fifth of a pound. A law 
reducing the weight and fineness of the 
silver sol was under consideration when 
the price of silver dropped, and to com- 
pensate for the loss of the exported 
coins a special coinage of 1,500,000 soles 
was authorized. 


Shortage of Currency 


Soon after the European war broke 
out, a great shortage of currency devel- 
oped in Peru. Gold was either being 
hoarded by the people or being shipped 
abroad in payment for imports, since the 
export trade of Peru showed a consider- 
able decrease during the first months of 
the war. It became almost imperative 
to create some sort of paper currency to 
supply the monetary needs of the coun- 
try. Under the pressure of the public, 
the leading banks organized the Junta de 
Vigilancia, to which they turned over 
geld, warehouse warrants, real estate 
mortgages, and securities of different 
kinds, as collateral for the issue of bank 
notes. In order to overcome the popular 
reluctancy to accept paper currency 1is- 
sued by banks, the notes were called 
circulating checks. 


The issue of this new circulating 
medium was authorized by the law of 
August 22, 1914. According to this law, 
the circulating checks were to be with- 
drawn from circulation six months after 
the close of the war in Europe. The 
banks were authorized to issue circula- 
ting checks, payable to bearer in an 
amount not to exceed £ p 1,100,000. <Ac- 
cording to Article I of this law, the legal 
reserve against this issue was fixed at 
35 per cent. in gold and 65 per cent. in 
real estate, warehouse receipts and mort- 
gages. This part of the law was amend- 
ed on October 1, 1914, when a new de- 
cree reduced the gold reserve require- 
ments to 20 per cent. and the remaining 
80 per cent. to be guaranteed as follows: 
30 per cent. by mortgage bonds assessed 
at their face value; ordinary mortgages 
assessed at 75 per cent. of their face 
value; real estate owned by the bank 
assessed at 75 per cent. of its value, or 
warehouse receipts; and 50 per cent. by 
negotiable instruments acceptable to the 
supeay ising committee established by the 
aw. 


The committee is composed of two 
members appointed by the National Con- 
gress, another appointed by the President, 
a fourth by the banks and a fifth by the 


Chamber of Commerce of Lima. Authori- . 


zation was granted to the banks to in- 
crease the issue of circulating checks by 
an amount not to exceed £ p 1,100,000 
making thus the total issue £ p 2,200,000, 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


and authorized the Savings Bank to issue 
circulating checks in an amount not to 
exceed £ p 300,000, making the grand 
total of the issue £ p 2,500,000 ($12,150,- 
000). 


Lacked Elasticity 


Although the circulating checks helped 
to a great measure in alleviating the 
immediate shortage of currency, they 
lacked the quality of elasticity and since 
they were strictly an emergency measure, 
special legislation was required for every 
issue. 


Notwithstanding the fact that gold re- 
serves against circulating checks exceeded 
legal requirements, these checks were not 
popular among the people, especially in 
the country districts where the popu- 
lation refused to accept them. Thus, the 
depreciation of these checks became in- 
evitable, and in August, 1915, it was as 
high as 16 per cent. The situation was 
further aggravated by the rapid disap- 
pearance of silver coins from circula- 
tion, with the result that on August 1, 
1917, the Peruvian Congress authorized 
the Junta de Vigilancia to print and is- 
sue paper currency in fractional denom- 
inations up to 5,000,000 soles in small 
notes of 50 centavo denomination and 
up to 500,000 soles of 5 centavo notes. 

After the first three years of war in 
Europe, the excessive demands for raw 
materials, such as Peru was able to 
supply, made the trade balance swing 
heavily in Peru’s favor and New York 
and London exchanges went to a con- 
siderable discount in that country. The 
situation was somewhat alleviated by the 
importation by Peru from the United 
States of a large amount of gold, a 
short time before gold exports from 
this country were prohibited on Septem- 
ber 7, 1917. The gold reserves of Peru 
were thus substantially increased, since 
most of this gold found its way to the 
Junta de Vigilancia. Circulating checks 
were therefore covered by gold in a 
greater percentage than that established 
by the law. 


Stabilization of Exchanges 


A law of January 14, 1918, amended 
on September 16, 1918, authorized the 
Government to enter into an agreement 
with the United States and England, 
with a view to stabilizing exchanges. 
This law provided that banks under au- 
thorization of the Government could 
open non-interest-bearing credits to 
3,000,000 pounds ($15,000,000) on duly 
verified export transactions and against 
deposits in gold dollars or pounds sterl- 
ing made to order of the Junta de 
Vigilancia in the Federal Reserve Bank of 
New York, at the rates of $4,866, and 
£ 1.5 1/8 per Peruvian pound. Banks 
were authorized for the purpose of that 
law to raise the amount of circulating 
checks by 3,000,000 pounds and to com- 
plete their gold guarantee on actual cir- 
culating check issues by putting up all 
the gold of which they could dispose 
freely. Bank credits against the State 
continued to form part of their guar- 
antee, but their responsibility to pay in 
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full to the public at the date fixed for the 
conversion of checks in gold remained 
unaltered. 

A convention between the United 
States and Peru for the purpose of 
stabilizing exchange was signed in April, 
1918. According to the terms of this 
convention, the Federal Reserve Bank of 
New York and the leading banks of 
Peru organized under Government aus- 
pices as a syndicate, with a board super- 
vising the exercise of their powers of 
note issue, entered into engagements pro- 
viding for the issue in Peru of Bank 
notes, full legal tender, against deposits 
made in New York, on the basis of 
$5.01 1/4 to the Peruvian pound. Such 
deposits were to proceed from the ex- 
portation to the United States of Peru- 
vian products, and to be limited to 
$15,000,000. 


Improvement Temporary 


The monetary and financial situation 
of Peru showed only a temporary im- 
provement after the convention was ~ 
signed, and it must be noted that since 
transactions in exchange were re- 
stricted only with the United States and 
England an active trading with other 
European countries was inaugurated. No 
silver was coined during 1918. However, 
the National Mint coined in 1918, 599,658 
one-pound pieces and 2,800 one-fifth 
pound pieces, with a total gold value of 
$2,931,862. Notwithstanding the consid- 
erable amount of gold coined, metal was 
very seldom seen in circulation. This 
was partly due to the large quantity of 
paper currency of small demoninations 
in circulation, which amounted to $10,- 
882,282, on December 31, 1918. Another 
reason was that the high price of silver 
in 1918 gave origin to the practice of 
having the silver coins melted and ex- 
ported as silver bars, since exportation 
of gold and silver coins from Peru is 
prohibited by law. On December 31, 
1919, the circulating checks amounted to 
£ p. 6,804,904. This total increased since 
1914 as follows: 


December 31 Issued In Circulation 
£ p. p. 
1914 1,979,606 812,158 
1915 2,316,242 1,230,446 
1916 2,304,665 1,259,453 
1917 2,704,610 1,955,762 
1918 5,109,870 3,533,194 
1919 6,804,904 4,454,796 


During 1919 the National Mint coined 
£ p 737,054 in gold, but the shortage of 
circulating media was becoming more 
and more acute and the credit situation 
was difficult. A considerable amount of 
circulating checks was being hoarded by 
the people due to the growing public 
confidence toward these instruments, then 
regarded almost as highly as gold. The 
situation was so serious at the middle of 
1920, that several banks decided to im- 
port $3,155,000 in gold, against which cir- 
culating checks were issued by the Junta 
de Vigilancia upon receipt of a cable ad- 
vice that the gold had been shipped. The 
gold reserve of Peru was thus increased, 
but a large volume of circulating checks 
were put in circulation at the same_time. 

eh 
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Gold Reserves, 90 Per Cent. 


Gold reserves against these issues 
amounted to over 90 per cent. On De- 
cember 31, 1920, the total issue of cir- 
culating checks amounted to £ p 7,681,263 
ef which £ p 5, 936, 389 were in circula- 
tion. The gold reserves consisted of 
£ p 3,921,170 in Peru and £ p 2,899,999 
in New York and London, making a total 
gold reserve against circulation of 94 
per cent. Considering the high gold re- 
serve against the total issue of circulating 
checks and the fact that the exchange 
value of the Peruvian pound had drop- 
ped in New York and London since 
the latter part of 1920, several persons 
suggested the lifting of the embargo on 
gold exports from Peru, which was es- 
tablished soon after the declaration of 
war in Europe on August 8, 1914. This 
suggestion, however, did not meet with 
the approval of the Government and 
most of the bankers, since for every 
pound exported a corresponding circulat- 
ing check would have to be withdrawn 
from circulation, reducing thus the al- 
ready limited amount of circulating media. 


Conversion into Sterling 


Early in 1921, the Peruvian Congress 
authorized the conversion into sterling 
of the currency guarantee funds de- 
posited in New York at that time, which 
amounted to about $11,000,000. The pur- 
pose of the plan was to use the exchange 
profit resulting from this transaction in 
meeting certain financial needs of the 
Peruvian Treasury. The sterling amount 
was to remain in New York, the Govern- 
ment relying upon sterling exchange to 
return to par. Interest on the $11,000,000 
amounting to $800,000 was to be transfer- 
red to Lima. This transaction was ac- 
complished and the Junta de Vigilancia 
authorized a loan to the Government 
amounting to £ p 600,000, the profits of 
the operation. 

A project for the establishment of a 
national bank in Peru (Banco de la 
Nacion) was introduced to the Peruvian 
Legislature early in 1921. According to 
the terms of the project, the proposed 
life of the projected bank would be 
50 years, subject to prolongation. The 
capital would amount to £ p 10,000,000 
divided into 1,000,000 shares of £ p 10 
each. Of this capital, 20 per cent. would 
have to be paid up at the time of the 
bank’s organization, the balance to be 
called as required by resolution of the 
board of directors, to be passed upon by 
a minimum of 80 per cent. of its mem- 
bers. Operations were to start as soon 
as the Government had subscribed and 
paid in 20 per cent. on the stock of the 
bank. The project met with considerable 
hostility on the part of the local banks 
and business men who did not wish to 
see the central bank of issue closely as- 
sociated with the Government. A com- 
mittee of the Chamber of Commerce of 
Lima was appointed to study the project 
and a report was rendered, calling at- 
tention to what was regarded as an in- 
superable obstacle to the establishment 
of such a bank, since the provisions for 
its establishment were not in accordance 


JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


with sections XI and CLIX of the 
Peruvian Constitution. (1) 

Toward the close of the year, the 
project was still being considered by the 
Government. The Minister of Finance 
in a statement issued in September, 1921, 
stated that the Government was abso- 
lutely determined to establish a national 
bank, either with its own resources or 
with the assistance of foreign capital, but 
the people’s disapproval of the establish- 
ment of the national bank was _ so 
strongly manifested that a new project 
was drawn up in December, 1921, pro- 
viding for the establishment of an insti- 
tution to be known as the Banco de Re- 
serva del Peru. 


Suggested by American Mission 


This plan is attributed to suggestions 
made by the head of an American finan- 
cial mission in Peru at the time, in an 
effort to reconcile the points at issue 
between the Government and the bankers. 
The bank, as originally planned, would be 
one of issue and rediscount only, and 
would be under the virtual control of 
practical banking men, not subject to 
political influence. In point of fact, the 
circulating checks were in the nature of a 
bridge between the pre-war all-metal 
currency system of Peru and a modern 
elastic asset currency with a gold re- 
serve. (2) 

At the beginning of 1922, the inelastic- 
ity of the paper currency in circulation 
proved more and more to be a serious 
drawback in the commercial life of Peru. 
Gold was either held by the banks or 
hoarded by the people. The agitation 
for the establishment of a bank of re- 
discount and issue, free from political 
interferences, was so active that the pro- 
ject for the establishment of the Federal 


Reserve Bank of Peru was passed by 


(1) These sections read as follows: 


XI. No fiduciary currency shall be estab- 
lished nor made legal tender except in 
the case of war in which the nation 
may be engaged. Only the State may 

coin national currency. 

CLIX. The issues of currency now in_exis- 
tence shall be subject to the legislation 
which authorized them, or which may 
subsequently be enacted; and in any 
event the metallic guarantee of the 
total issue shall be completed. 

(2) The following statement of the condi- 
tion of the Junta de Vigilancia, as of 
February 28, 1922, shows the _ liability 
of the Junta on circulating checks to 
the public: 


(In thousands of Peruvian pounds) 


ASSETS 

(Old Reece cotta sore le oie shonrtenenmetiogetay attar sc aces 4,213 
Creditsrinwl ondonm -repemieretetenneietehes fens 2,630 
Mortgagess os... SUOUDOS Cocos odnordsan 18 

Government securities: 
Ree’ditrom: banks evwemtsesadte sore se 147 
OHS) soleteisis. a.aiaee atere @ieteiavenctoreiels) efam a ale 239 
Other Securities, sciciismerrerseate orete os 51 
@ther. assets ps crete charities ebetewe isis oes 658 
Totalb assets sec seer tease ccc: ovsreu state 8,118 

LIABILITIES 

Cheques circulares in actual circulation 7,218 
Gold deposit certificates) meisineiscs o's « 144 
Nickel coins in circulation ............ 500 
Dues ton Danks secretaries ese seer eer se 239 
Other’, Habilities: FRI ten svete crete 17 
Totals liabilities \Aateanes Gace ete 8,118 
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Congress on March 8, 1922, and ap- 
proved by President Leguia on the fol- 
lowing day. 


Personnell 


The Federal Reserve Act of Peru 
was constructed in many respects after 
the model of the Federal Reserve Act of 
the United States. It provides for the 
creation of a Federal Reserve Bank in 
Peru. The directorate of this bank is 
to be composed of nine members, three 
of whom are to be designated by the 
Government and the other six are to be 
elected by the member banks. Of the 
three Government appointees, one will be 
selected as the president of the Board 
of Directors and another to serve as 
vice presidents. Both must be citizens 
of Peru. A tenth member is to be 
appointed in case the Government should 
decide to establish a fiscal agency abroad. 
This office, however, may be abolished 
at any time by the unanimous vote of 
the other nine members of the board. 


Authorized Capital 


The Act, provides that the Federal 
Reserve Bank shall take over the assets 
and liabilities of the Junta de Vigilancia 
and also those of the Caja de Depdsitos 
y Consignaciones; an institution organ- 
ized by the most important banking in- 
stitutions. in Peru with the object of 
receiving deposits from governmental 
and judicial sources and making loans to 
the Government to be reimbursed by 
tax receipts. This institution also acted 
as a clearing house for the banks. 

The authorized capital of the bank, 
chartered for 25 years with power to 
prolong, is £ p. 2,000,000 divided into 
200,000 Class “A” shares and Class “B” 
shares, all of £ p. 10 each, Class “A” 
shares to be owned by the member banks. 
Every bank organized in the country, as 
well as every branch of foreign banks 
established in Peru, is eligible as a share- 
holder of the Federal Reserve Bank 
subscribing for Class “A” shares. New 
banks will also have to subscribe to the 
capital of the bank in an amount equal 
to a tenth part of their initial capital. 
Shares of Class “B” are to be offered to 
the public. They do not confer the vot- 
ing privilege. 

For the election of the Board of Di- 
rectors of the Reserve Bank, the share- 
holding banks are divided into three 
groups, each one of which elects two 
members. The first group comprises 
those banks with a minimum capital ef 
£ p. 250,000; to the second group belong 
the banks with a capital of less than 
£ p. 250,000; while the third group com- 
prises the branches of foreign banks 
operating in Peru. According to the 
provisions of the Act, the Board of Di- 
rectors is charged with the supervision 
of the business of the bank and is em- 
powered to appoint the manager and 
other employees, to fix their powers, 
duties and salaries, and to discharge 
them at pleasure; to adopt by-laws and 
to exercise such powers as may be 
deemed necessary to carry on the busi- 
ness of the bank, within the prescriptions 
of the Act. 
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Deposits and Discounts 


The bank is authorized to receive de- 
posits in gold, circulating checks, or any 
other lawful money, checks, drafts and 
bills of exchange, .and also in maturing 
collections, notes and bills. Deposits in 
current account of shareholding banks 
may be counted as part of the reserve 
required by Article 185 of the Commer- 
cial Code. The bank may discount, with 
the indorsement of any member bank, 
negotiable instruments arising out of ac- 
tual commercial transactions, and also 
paper secured by readily marketable prod- 
ucts. The bank shall, however, not dis- 
count paper covering long-term or per- 
manent investments, or issued for the 
purpose of speculating, trading in or 
holding investments. All negotiable 
paper must not have a maturity of more 
than ninety days, but paper issued for 
agricultural purposes may have a matur- 
ity of not more than six months. ‘Total 
discounts of this paper, however, shall 
not exceed 20 per cent. of total dis- 
counts. The bank may discount accept- 
ances and collateral notes of member 
banks having a maturity of not more 
than three months. It may sell and 
purchase, at home and abroad, from 
banks and first-class importing and ex- 
porting firms, cable transfers, bills of ex- 
change and bankers’ acceptances. 


Broader Scope Than U. §&. 


When in the judgment of the Board 
the bank’s cash reserves justify such 
operations, the bank may purchase, dis- 
count or advance against acceptances, 
commercial paper or promissory notes 
fully secured by collateral, even though 
they do not have the indorsement of a 
member bank. The provisions of this 
clause give the Reserve Bank of Peru 
a broader scope for open-market opera- 
tions than that enjoyed by the Federal 
Reserve Banks in the United States. 

The Federal Reserve Bank is author- 
ized to accept deposits from the pub- 
lic without interest, to act as paying 
agent of the Government, and to deal in 
foreign gold coin and bullion at home 
and abroad, to make loans thereon, to 
exchange its own notes for gold and to 
contract for loans of gold, giving ac- 
ceptable security. The bank may pur- 
chase from the member banks and sell 
bills of exchange and establish rates of 
discount for each class of transaction in 
order to facilitate commerce and indus- 
try. It may open accounts in foreign 
countries, appoint correspondents and es- 
tablish agents, and buy and sell, with or 
without its indorsement, negotiable in- 
struments arising out of actual commer- 
cial transactions, with not more than 90 
days to run, collect bills of exchange 
through the same channels, and open 
banking accounts with foreign corre- 
they do not have the indorsement of a 
spondents and agents. One of the first 
functions of the Federal Reserve Bank 
of Peru was the inauguration of the 
“clearing house” system among the mem- 
ber banks. The bank is prohibited from 
engaging in speculative exchange opera- 
tions or from discounting paper based up- 


on speculative transactions or issued for 
investment purposes, from making ordi- 
nary bank loans, and from making ad- 
vances in current acount or permitting 
overdrafts. 

Article 13 of the law gives the bank 
exclusive privilege to issue bank notes, 
but only for the purpose of exchanging 
them at par for the “cheques circulares” 
in circulation at the date of the promulga- 
tion of this law; of providing for the 
operations of rediscount and advances 
to the member banks, and for the pur- 
pose of mobilizing the deposits made 
in Peruvian coined gold pounds or gold 
in any other shape. Article 14 provides 
that the notes are not legal tender but 
are redeemable in gold or in dollar or 
sterling exchange, except that provision- 
ally until the President of Peru at the 
request of the directors of the bank, 
shall decide that the international finan- 
cial situation has become normal, gold 
redemption shall be suspended. 


Reserves 


Article 15 provides that the bank shall 
maintain in its vaults, as guarantee for its 
notes, Peruvian gold pounds or gold 
bars in the proportion of 7 grammes, 
323 milligrammes of fine gold for each 
Peruvian pound, cash funds in dollars 
in New York, and in pounds sterling in 
London—gold and credits which shall 
in no case be less than 50 per cent. of the 
aggregate of the bank notes in circula- 
tion. As an additional guarantee of these 
notes, the bank shall hold notes, drafts, 
bills of exchange, acceptances or prom- 
issory notes, but such promissory notes 
shall not exceed 10 per cent. of the en- 
tire guarantee of the bank notes. The 
aggregate of the gold and of the funds 
in gold abroad, together with the bills 
discounted, shall not be less than the 
total amount of the notes in circulation. 

According to the Act, the Reserve 
Bank will take over all the assets and 
liabilities of the Junta de Vigilancia and 
will redeem cheques circulares in reserve 
notes upon presentation. When gold re- 
demption shall be resumed, the cheques 
circulares will be redeemed in gold and 
destroyed. In the meantime, cheques re- 
ceived in exchange for notes will be 
held for the purpose of being paid out 
for notes on demand. Cheques exchanged 
for gold or received as deposits will be 
destroyed. 


Net Earnings 


The Act provides that the net earnings 
of the Federal Reserve Bank shall be 
distributed as follows: 10 per cent. to 
be set aside as a reserve for contin- 
gencies; a cumulative dividend of 6 per 
cent. to be paid on Class “A” shares 
held by the member banks and of 12 per 
cent. on Class “B” shares held by the 
public; 2 1/2 per cent. of the net profits 
is to be distributed among the members 
of the Board of Directors; 2 1/2 per 
cent. to the benefit fund of the employ- 
ees; 20 per cent. to a surplus fund until 
such time as said surplus shall be equal 
to the subscribed capital, and 10 per 
cent. thereafter; the remainder of the 
profits 1s to go to the Government in lieu 


of a franchise tax, and of all taxes on 
profits, on the issue privilege and on the 
bank notes themselves. 


Important Differences 


The most important differences be- 
tween the Federal Reserve Act of the 
United States and that of Peru, outside 
of the fact that there are no regional 
banks in Peru, due to the small popula- 
tion and limited commercial activities in 
certain districts, are the wider scope of 
opeti-market operations that the bank in 
Peru enjoys, the separation of note and 
deposit reserves; and also that a higher 
reserve percentage is required in Peru, 
50 per cent. instead of 40 per cent. in 
the case of notes. and 50 per cent. 
instead of 35 per cent. for deposits. 
Another difference of importance is that 
the Peruvian Act does not require that 
the member banks keep their deposit 
reserves with the bank, though the bank’s 
deposits with the Federal Reserve Bank 
may be counted as part of its legal re- 
serves. Furthermore, the Reserve Bank 
of -Peru, by taking over the Junta de 
Vigilancia and the Caja de Depositos y 
Consignaciones, starts business with 
large holdings of the Government and 
other securities. 

The Federal Reserve Bank of Peru 
appears to be functioning satisfactorily, 
notwithstanding the fact that the bank 
has not done much, if any, rediscount- 
ing for the member banks.. Interest rates 
have been reduced by the bank to seven 
per cent. on 30-day paper and seven and 
a half per cent. on 30-90-day paper. 
The following is a statement of the con- 
dition of the Federal Reserve Bank of 
Peru as of July 31, 1922: 


ASSETS 
Guarantee fund: 
Secutities apacier fouossod Lp. 
Funds deposited. in Lon- 
don estimated in gold in 
accordance with Art. 15 


362,579.9.70 


Of athe ela weet 2,043,961.5.81 
Gold in coins and bars de- 
posited in Lima ....... 4,223,818.6.38 


Lp. 6,630,360.1.89 

Compensation account: 
To convert into gold the 
guarantee funds deposit- 


ed) in Londons wea. PY 185,420.3.05 
Securities as guarantee for 

investments © ........00- 230,980.0.00 
National mint ..... shcntets 19,775.5.00 
Gold deposits as guarantee 

of ‘certificates, WV. 6 «.0s 77,176.7.20 
Furniture and fixtures .... » 3,040.8.45 
General. expenses ........ 3,102.0, 10 

Cash on hands =) ; 

Silver and subsidiary coins 

Ro iee oe apt Lp. 269.9.58 
Ccined gold and _ certifi- 

cates of the mint for 

Goldt ieee 7,039.3.86 
Notes. shikteue- 730,183.8.00 737,493.1.44 

POtallinnee ict here cltiscaliots leretelers Lp. 7,887,348.8.13 

LIABILITIES 
Capital: 

Sinacribed = ei spouse oR pare Lp. 716,890.0.00 
Paid find Sasi s/. ci aneteterete cre 358,445.0.00 
Widtemissties ie \ctens terre tare ate 6,785,913.7.00 
Excess of guarantee ..... 8,304.2.79 
Accounts receivable ..... 19,775.5.00 
Interests and discounts .. 23,320-0005) 
Exchanges acces: reetenate 41,274.5.83 
Certificates of deposit ac- ; 

cording to law No. 2429 77,176.7.20 
Current accounts ........- 573,133.4.96 


EL Otel Miraret etal sterols ataretetele tale Lp. 7,887,348.8.13 
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It is to be regretted, however, that 
influences of official character have acted 
in a manner such as to hinder to a great 
extent the conservative and sound poli- 
cies which the bank was intended to fol- 
low at the time of its organization. Such 
is the case in law No. 4527, of October 
2, 1922, authorizing the issue of sub- 
sidiary coins in the amount of Z p. 
2,300,000, to replace the paper one-sol 
and half-sol notes and the silver coins 
now in circulation. According to this 
law, the new coins will contain but 50 
per cent. of silver of their face value. 
The issue of debased currency to such 
an excessive amount in comparison with 
the total circulation has not met with 
the approval of the conservative bank- 
ers of Peru. 

It is certain that the establishment of 
debased currency will not favor either 
the Government or the Federal Reserve 
Bank. Gold is again being hoarded by 
the people in Peru, and the Reserve 
Bank in order to utilize it has offered to 
accept the custody of that metal, either 
jn coin or in bullion, against which loans 
may be obtained at an interest as low as 
three per cent. per annum. 

Another important step taken lately 
by the Reserve Bank of Peru has been 
the agreement entered into between the 
bank and the member banks of Lima 
with a view to regulating exchange. The 
Peruvian pound has shown signs of 
weakness during the latter part of 1922, 
which has been explained as the result 
of the increasing financial straits of the 
Government. and of the intention of 
coining an excessive amount of debased 
currency. 


Transfer of Stock 


“For the purpose of seeking protec; 
tion against the stock falling into the 
hands of promoters, or others whose 
connection with the bank would not be 
beneficial to the bank, many banks,” says 
the Bulletin of the Wisconsin State 
Banking Department, “have in their by- 
laws a section reading substantially as 
follows: 

“Section. Whenever a stockholder de- 
sires to dispose of his stock, he shall 
give notice to that effect, in writing to 
the cashier of the bank. For a period 
of ten days following the filing of this 
notice, the bank shall have an option for 
the purchase of such stock at such fig- 
ure as may be agreed upon between the 
stockholder and the directors. In the 
event the stockholder and the directors 
are unable to agree upon a price for 
the stock, then the stockholder shall 
name a disinterested person and the 
board of directors shall name another 
disinterested person. These two shall 
select a third and the three shall con- 
stitute a commission for the purpose of 
appraising the stock and the findings of 
this body shall be binding upon the 
stockholder and the directors.” 
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Your Teller And 


Your 


Your bank depends for success on popularity. 
Your goodwill and patronage are built up by 
service and the real connecting link between your bank 
and the public is the teller. 


Service at the teller’s window is what counts. Service 
that keeps the line moving and avoids delay is of utmost 
importance. Real service that saves your customer’s 
time and patience can best be rendered by 


C~Jhe 
CLYLLD 


Standardized by-Dankers Everywhere 


New Improved 


Your tellers need the Brandt. 
There is no time for old-fashioned 
methods in the up-to-date bank. 
Why waste your teller’s time 
and keep customers waiting 
when you can press one key 
with one finger and the Brandt 
pays the desired amounts in- 


stantly in any amount up to 
$1.00? 


Have your Secretary mail the 
coupon today for this new 
interesting book. 


Brandt Manufacturing Co., 


i Executive Office and Factory, | 
jf. 102 W. Main St., Watertown, Wis. | 
i 

i Send copy of Book: ‘‘5 Questions Every ; 
Banker Should Answer.”’ 
I IN AI Gis eo cnve ns preps scien eee ating Ricks aret eieieiele vs I 
I | 
I Bank $a. greisie tro tao Mee pecker sais. = cicislem evens I 
i i 
| (Address .ia.:. ue ghemetirteee tention deter ae I 


ee orale ees edi el 
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Why Loans on 
BEST TRACTORS 


are Good 


Read this statement from an owner* and 
judge for yourself whether or not Best Tractors 
qualify as good investments on which to make 
loans: 


“T worked for the Merced Irrigation District 
and they were in favor of —_-____—_ strong. 
But when they saw the work that I did, they 
bought three Best ‘Sixties.’ I also worked for 
Louie Busconi on Meadow Brook Farm and 
he said he could not afford a tractor. But 
when I left he bought a Best ‘Thirty,’ and he 
says he doesn’t care if it burns up now, as it 
has paid for itself already.” (*Name on 
request.) 


Bankers are invited to investigate for them- 
selves the satisfactory service which Best Trac- 
tors are giving on farming, contracting and log- 
ging work. A list of owners will be furnished 
gladly by this company. 


C. L. BEST TRACTOR CO. 


San Leandro, California 


42-523 


Ilustration—Stock cut of ‘‘Sixty’’ 
Use ‘‘bug’’ in some way too. 


BEST TRACTORS 


Heads of Banking Departments 


The following is a list of the heads of Banking Departments in 

the various States. 

Alabama—A. E. Jackson, Superintendent of Banking, Mont- 
gomery. 

Arizona—Doane Merrill, Superintendent of Banks, Phoenix. 

Arkansas—Chas. McKee, Commissioner of Banking, Little Rock. 

California—John Franklin Johnson, Superintendent of Banks, 
San Francisco. 

Colorado—Grant McFerson, State Bank Commissioner, Denver. 

Connecticut—John B. Byrne, Bank Commissioner, Hartford. 

Delaware—George L. Medill, State Bank Commissioner, Dover. 

Florida—Ernest Amos, Comptroller, Tallahassee. 

Georgia—George F. White, Superintendent of Banks, Atlanta. 

Idaho—E. W. Porter, Commissioner of the Department of Fi- 
nance, Boise. 

Illinois—Andrew Russell, Auditor of Public Accounts, Spring- 
field. 

Indiana—E. H. Wolcott, Bank Commissioner, Indianapolis. 

Towa—Robert L. Leach, Superintendent of Banks, Des Moines. 

Kansas—C, J. Peterson, Bank Commissioner, Topeka. 

Kentucky—James P. Lewis, Commissioner of Department of 
Banking and Securities, Frankfort. 

Louisiana—J. S. Brock, Examiner of State Banks, 300 Court 
Building, New Orleans. 

Maine—Fred F. Lawrence, Bank Commissioner, Augusta. 

Maryland—George W. Page, Bank Commissioner, Baltimore. 

Massachusetts—Joseph C. Allen, Commissioner of Banks, Boston. 

Michigan—Hugh A. McPherson, Commissioner of Banking, 

' Lansing. : 

Minnesota—Adolph J. Veigel, Superintendent of Banks, St. Paul. 

Mississippi—E. F. Anderson, Chairman of Board of Bank Ex- 
aminers, Jackson. 

Missouri—F. C. Millspaugh, Commissioner of Finance, Jefferson 
City. 


‘Montana—L. Q. Skelton, Superintendent of Banks, Helena. 


Nebraska—J. FE. Hart, Secretary of Department of Trade and 
Commerce, Lincoln. 

Nevada—Gilbert C. Ross, State Bank Examiner, Carson City. 

New Hampshire—James O. Lyford, Chairman of Board of Bank 
Commissioners, Concord. 

New Jersey—A. D. Johnston Commissioner of Banking and In- 
surance, Trenton. 

New Mexico—L. B. Gregg, State Bank Examiner, Santa Fe. 

New York—George V., McLaughlin, Superintendent of Banks, 
Albany. 

North Carolina—Clarence Latham, State Bank Examiner, 
Raleigh. 

North Dakota—Gilbert Semingson, State Examiner, Bismarck. 

Ohio—H. E. Scott, Superintendent of Banks, Columbus. 

Oklahoma—Joe H. Strain, Bank Commissioner, Oklahoma City. 

Oregon—Frank C. Bramwell, Superintendent of Banks, Salem. 

Pennsylvania—Peter G. Cameron, Banking Commissioner, Har- 
risburg. 

Rhode Island—George H. Newhall, Bank Commissioner, Provi- 
dence. 

South Carolina—W. W. Bradley, State Bank Examiner, Colum- 
bia. 

South Dakota—John Hirning, Superintendent of Banks, Pierre. 

Tennessee—S. S. McConnell, Superintendent of Banks, Nash- 
ville. 

Texas—J. L. Chapman, Commissioner of Insurance and Bank- 
ing, Austin. : 

Utah—Seth Pixton, State Bank Commissioner, Salt Lake City. 

Vermont—George B. Carpenter, Commissioner of Banking, 
Montpelier. 

Virginia—F. B. Richardson, Chief Examiner of Banks, Rich- 
mond. 

Washington—John P. Duke, Supervisor of Banking, Olympia. 

West Virginia—Naaman Jackson, Commissioner of Banking, 
Charleston. 

Wisconsin—Dwight T. Parker, Commissioner of Banking, Madi- 
son. 

Wyoming—R. J. Hofmann, State Examiner, Cheyenne. 


“What Do These People Do?” 


By D. RICHARD YOUNG 


After a Perusal of Credit Folders and Other Reports the Banker 
is Still Without a Satisfactory answer to the Question. Twenty- 
four Classes of Bankers. Essential Differences. Moral Risk. Sour- 
ces of Profits. Suggestions for Checking Applications for Loans. 


HAT do these people do for 

a living?” every banker says to 

himself every day New names 

are constantly brought to him 
with applications for loans, or in connec- 
tion with inquiries from his customers, 
or in buying commercial paper for in- 
vestment 

This simple question is often very diffi- 
cult to answer, strange as it may seem. 
The banker may have secured extensive 
information regarding a concern, and 
still have only a vague idea of the real 
line of business. It is true not only in 
small banks but. in some of the leading 
banks, whose executives take pride in 
their up-to-the minute credit departments. 

One may consult a “credit folder,” read 
through the trade checkings, examine 
the financial statements set up on com- 
parative forms, note the correspondence 
section and the replies to inquiries, and 
still be left wondering, “What do these 
people do for a living?” 

In gathering credit information on 
concerns in different trades, such as 
groceries, jewelry, tobacco, etc., the term 
brokers is very indefinite and may mean 
any of a score of different lines. The 
same is true in other trades as well. 
The commercial agencies are partly to 
blame, for often one sees a report on the 
eu vee Metal. Cos of- Buffalo,” with 
the business given as “manufacturers’— 
which does not mean much. 

Some people think that a broker is any- 
one who works near Wall Street, New 
York, or Chestnut Street, Philadelphia, 
or LaSalle Street, Chicago. 

In truth, the term would include stock- 
brokers, bond-brokers, foreign exchange 
and fereign money brokers, commercial 
paper brokers, commodity (cotton, grain, 
produce) brokers, underwriters and dis- 
tributors of investment securities, pro- 
moters etc. Some brokers are members 
of exchanges, while others trade in the 
outside or unlisted markets. They can 
also be classified as to the clientelle to 
which they cater, the nationality, etc. 


Essential Differences 


When.a banker investigates the stand- 
ing of brokerage concerns, there are a 
number of differences from that of other 
lines. 

Transactions are for large amounts; a 
small brokerage house will buy $250,000 
of bonds at a time, where a small whole- 
sale grocer buys perhaps $2,500 or only 
1 per cent. as much. 

Transactions are all on a cash basis— 
that is, securities are delivered only upon 
payment with certified check. Brokers 


do not extend credit to customers or to 
each other, and have no right to ask for 
credit from a bank, but should at all 
times be in a position to put up accept- 
able collateral with satisfactory margin 
for any loans. A customer often extends 
credit to a broker, when he pays cash for 
securities which can not be registered in 
his own name and delivered for several 
days, or if he runs an active trading ac- 
count maintaining a margin in excess of 
his debit balance, the same as if he would 
do if borrowing from a bank. 

A financial statement of condition is 
very rarely issued, and it is difficult to 
obtain even an accurate estimate of the 
capital employed. And even if a state- 
ment were obtained it may become obso- 
lete almost overnight for the condition is 
constantly changing along with changes 
in the value of securities. A broker may 
have an equity of one million dollars 
one day, and have it entirely wiped out 
the next. 

The length of time established is of 
questionable value in estimating the 
strength of a concern. For example, in 
1922 there were a number of failures of 
prominent brokerage houses that had 
been established 30 and 40 years. 


Moral Risk Paramount 


The moral risk is considered by most 
people of prime importance. A bank 
wants to deal with brokers whom it can 
trust, who understand their business, and 
explain to the bank exactly what they 
want to do with borrowed money. ‘The 
bank lending money to a sharp or ques- 
tionable customer must continually watch 
the account, the collateral, etc. and even 
then may lose. 

The brokers reputation “in the street” 
is important—whether he is handling a 
proper class of transactions, whether he 
buys and sells only when he has orders 
from others or does it on his own ac- 
count, whether he is unduly sharp in 
trades, inclined to slip out of  commit- 
ments when the market goes against him, 
“welches” on contracts, whether he de- 
livers and takes up securities promptly 
or “stalls” for several days on one ex- 
cuse or another. 

Other important factors are his exper- 
ience and antecedents, his business and 
family connections, whether the firm has 
a well balanced make-up of partners, who 
can handle the trading end, office man- 
agement, new business, etc. 

Bank accommodation to brokers is usu- 
ally in the form of (1) Loans secured 
by good marketable stocks and bonds with 
a margin of 20 per cent. (2) Day loan 
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or over-certification, made in morning, 
paid back in afternoon, not secured by 
any collateral but usually covered by a 
guarantee or agreement to reimburse the 
bank. (3) Loans against documents 
covering merchandise in transit or ware- 
house. (4) Foreign Exchange and Let- 
ters of Credit. 

In class one are many loans made by 
banks which do not have the account of 
the concern in question, but who either 
directly or through correspondents loan 
money on the floor of the stock exchange, 
at the “money post” as it is called, to 
anyone who wishes to borrow and can 
put up acceptable collateral. These are 
spoken of as “call loans” or “street 
loans” and may be called at any time, 
or may be repaid by the borrower at any 
time. In this way, many millions of dol- 
lars are loaned daily by banks for their 
own account and for their banking and 
commercial clients. Brokerage houses 
also loan funds between themselves, and 
also loan stock; the loan of money is se- 
cured by stock with the usual margin 
of 20 per cent. while the loan of stock 
is secured by money equal to the market 
value of the stock, with no margin re- 
quired unless the stock goes up consider- 
ably in price. 


Stock and Bond Brokers 


The principle on which a stockbroker 
or bondbroker works, is to act as broker 
or agent for his client in finding the best 
market and executing a purchase or sale 
of securities. 

This may be either for cash, in which 
the customer pays the broker the full 
cash price to have the stock purchased, 
registered in his name and delivered to 
him, or on margin, in which the customer 
pays cash for say 20 per cent. of the 
value of the stock, to have the broker 
obtain the remaining 80 per cent. from 
his own capital or borrowing from banks, 
purchase the stock, and have it in the 
name of and the possession of the broker 
to secure the customer’s debit balance 
owing the broker, equal to 80 per cent. 
of the price of the stock. 

This margin requirement is not neces- 
sarily 20 per cent. although this is the 
average where the stock and bonds car- 
ried are fair grade, diversified, in a rea- 
sonably steady market, and the customer 
has a reputation of promptly putting up 
more margin when called for. It will 
practically never be lower than 20 per 
cent. (with legitimate brokers) and may 
be much higher in case the securities 
are practically all of one issue, or of a 
highly volatile nature, or at an unusually 
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You have a double interest 
in your client’s payroll 


@|OST of the dollars you lend an industrial client for the 
purchase of materials and machinery come back to you 
but once. The client repays his obligation and that con- 
cludes the transaction. You reap only half the benefit of the 
loan—the other half is gathered by some bank in a far city that 
financed the man who supplied your client with those purchases. 


It is different with the money your client puts into his pay- 
roll. Those dollars are returned to you twice—once by the client 
and again by his employees, either directly or through those who 
supply the workers’ needs. They are the most valuable cur- 
rency that passes through your paying teller’s grill. 

But, there is another reason for your concern about a client’s 
payroll investment. If you are to get back, even once, the 
dollars that go into his weekly envelopes, he must be able to pro- 
duce at a profit. This he can do only when his working force is 
contented and co-operating. When you underwrite a payroll 
or any other investment for an industrial client, your basic 
security is the spirit of his workers. 


Banks are realizing this more and more. They are beginning 
| to inquire into a client’s labor conditions as thoroughly as they 
! investigate his balance sheet. You will be interested in a plan of 
real education that makes your clients’ workers contented and | 
payroll investments safe. 


Our booklet, “Stopping Payroll Losses,” will be sert gratis 
on your request. Please address Dept. G-1. 


SHERMAN SERVICE, INCORPORATED 


Industrial Co-ordination Production Engineering 

NEW YORK CLEVELAND BOSTON PHILADELPHIA CHICAGO 

2 Recior St. Park Building 10 State Street 1011 Chestnut St. 208 S. La Salle St- 
DETROIT ST. LOUIS MONTREAL TORONTO 


First Nat’lBank Bldg. 314.N. Broadway Drummond Bldg. 10 Adelaide St.,E. 


Largest organization of its kind in the world 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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high price, or of the very cheap stocks 
or in a bad bull or bear market, or with 
a customer located a long distance away 
and from whom it is difficult to get ad- 
ditional margin when called for. 

The risk involved by a broker carry- 
ing margin accounts will be present 
whether his customers are mainly on the 
“long” or “bull” side of the market, or 
the “short” or “bear” side. When a 
customer sells a stock “short,” that is, 
without having it, the broker must bor- 
row the stock from some other broker 
or from his own box of securities and 
deliver to the broker to whom the sale 
is made. Thus, a broker doing business 


for important “bear” traders may easily, 


be forced into a vulnerable position. 
Likewise, a large general commission 
house having a system of branch offices 
all over the United States and abroad, 
and holding memberships in many ex- 
changes, trading in stocks, bonds, grain, 
cotton, etc. with several partners and 
branch managers, may be so spread out 
and vulnerable that it might be wrecked 
by some of its partners or managers 
taking a position in the market on his 
own account, or by a bad break in prices. 


Source of Profits 


Profits in the brokerage business come 
from the commission received for buy- 
ing and selling—$15 per hundred shares 
for stock selling at $10 to $125 a share, 
or more, or less, if higher or lower than 
these figures, and $15 per $1,000 bond 
face value. If the stocks are carried on 
margin the broker may, and is probably 
justified in charging the customer a 
trifle higher rate of interest on the debit 
balance than the broker pays his bank or 
whoever else he borrows from. 

Dishonest brokers, however, will take 
advantage of the customer by “gyping” 
him on the execution of orders, that is, 
reporting the price a fraction of a point 
Or more away from the actual price, 
charging him a much higher rate of in- 
terest, making bookkeeping “mistakes” in 
the broker’s favor, and the like. 

We have spoken principally of brokers 
who are members of the established 
stock exchanges throughout the country, 
for the bulk of transactions, especially 
active and speculative trading is carried 
on through the established exchanges. 
There is also the “unlisted” or “outside” 
market, in which anyone can trade, where 
the issues are of smaller, less well-known 
companies. 

Some firms that are members of ex- 
changes also have an unlisted department 
where they trade in these miscellaneous 
issues, various investment bonds, notes, 
certificates, etc. Even smaller than the 
“unlisted” broker is the “street” broker, 
an individual usually in business without 
any partners, who spends the day calling 
on different brokerage concerns trying to 
match up miscellaneous buying and selling 
orders in all classes of securities, especi- 
ally those very inactive. 

The large number of stock exchange 
houses are often spoken of on the basis 
of what they specialize in, as a general 
commission business—handling all classes 
of transactions, large and small; a wire 
business—having branch offices through 


the country connected by leased tele- 
graph and telephone lines; an investment 
business—purchasing of bonds and stocks 
for cash, to hold and put away; a specula- 
tive business—handling the accounts of 
large operators, pools etc. Brokers are 
designated also by the securities in which 
they specialize such as oils, guaranteed 
rails, “penny mining stocks” or “two-dol- 
lar brokers”—handling business for other 
brokers. Sometimes an individual broker 
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is a specialist in some stock, all other 
brokers coming to him with their orders 
to buy and sell. Some houses are known 
by the nationality of the partners and the 
clientelle, as English, Dutch, Hebrew, or 
German. 

The odd-lot business on the exchanges, 
that is, lots of less than 100 shares of 
stock, or less than $10,000 par value 
bonds, has come to make up a heavy vol- 
ume. A few brokers cater especially to 
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UNDREDS of bankers will be on vacation 
throughout the Great Lakes Region during the 


next few months. 


They will motor or cruise and will undoubtedly 


pay a visit to Detroit. 


If you are lucky enough to be one of these, per- 
haps there will be some service which we may perform 
which will add to your pleasure on this trip. 


We extend a cordial invitation for any banker or 
his friends to write us or call upon us and make his 


wants known. 


FIRST NATIONAL BANK 


DETROIT 


MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 
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odd-lot business and advertise their partial 
payment plan. Some people consider this 
practically the same as purchasing on 
margin since most features of the two are 
identical, except that partial-payment is 
suggestive of straight buying. The usual 
plan is to make an initial payment of 
from 20 to 50 per cent. of the price of 
the stock, and monthly payments of say 
$5 a share, or in the case of bonds, $100 
down for each $1,000 bond and $50 a 
month. Many brokers do not care for 
this business, claiming that it causes ex- 
cessive trouble in purchase, bookkeeping, 
watching margins, transferring certifi- 
cates, etc. of such small lots. 

These houses should not be confused 
with the odd-lot houses which handle 


The Egyptians recognized a god, per- 
son or object as worthy of acceptance 
or glorification by raising the right 
hand to a level with the head, palm 
flat, and holding the left hand straight 
down at the side. 


orthy’ 


—said the Egyptians 


HE ancient Egyptians were glad to stand behind a 
man or an object of worth. They had a hand 


symbol by which they indicated their faith in 


worthiness. 


dl Mercantile patrons likewise have accepted a symbol 
that carries this thought—and they are exacting. They 
accept this symbol on all financial matters because to 
them worthiness implies accuracy, safety and fidelity to 


a promise. 


(, Their symbol is the eagle emblem of the Mercantile 
Trust Company. They know that this symbol crowns 
the efforts of financial success and typifies an organiza- 
tion that assures integrity in every transaction. 
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this business on the exchanges for other 
brokers, but who have no dealings with 
the outside public. The volume of this 
fractional-lot business on the exchanges 
in New York and other large cities is 
estimated at 30 to 40 per cent. of the 
total trading. 


Securities Underwriting 


The term “broker” is often applied to 
financial institutions engaged in the dis- 
tribution of securities. The large is- 
sues, from $1,000,000 to $100,000,000 or 
more, are usually handled by one or 
more large investment houses arranging 
to underwrite or buy the issue, and 
forming a syndicate of a large number 


Safe Deposit 
Savings 
Trust 


mn = Capital Surplus 
Ten Million Dollaur 


-TO ST. CHARLES | 
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of smaller houses, to which it allows 
participations of small blocks of bonds. 
There are only a limited number of large 
underwriting houses, since this requires 
a large capital, connections, etc., and the 
dozen or so leaders are well known. 

The eventual distribution of the securi- 
ties to the ultimate investors is through 
dealers, who have a force of bond sales- 
men. Sometimes there is between the 
underwriter and dealer a middle-man, the 
wholesaler., And some _ organizations 
handle all functions, from underwriting 
to ultimate placing with the investor. 

Promotions might also be mentioned in 
this classification, as they occupy the ex- 
treme position in the scale of investment 
securities. Sometimes they are of very 
inferior investment value, sold by infer- 
ior houses, and often merely stock sell- 
ing schemes benefitting the organizers 
but not the investors. But today there 
are. not any “promoters;” they are all 
“fiscal agents.” Similarly the old-time 
bond salesman now term themselves “in- 
vestment bankers ;” real estate agents are 
“realtors,” and every chauffeur wants to 
be an “automotive engineer.” 


Foreign Exchange Houses 


An important factor in the brokerage 
market is found in the large number of 
houses specializing in foreign exchange, 
money and securities. 

In foreign exchange the large banks 
with foreign departments dominate the 
market, but the scores of medium sized 
and smaller houses handling foreign 
drafts, cables, money, steamship tickets, 
etc., aggregate a large volume. The best 
way to check up such a house is with the 
trading departments of others in the 
same line. 


The present basis of foreign exchange 
dealings does not involve so much credit 
as formerly, since all transactions of any 
size are ona T. T. (telegraphic transfer) 
basis and are outstanding only two or 
three days, whereas a few years ago they 
were usually on a draft basis, causing 
each contract to be outstanding two 
weeks or more. 

Foreign exchange brokers, who do bus- 
iness by personal call and telephone, can 
be checked up the same way as foreign 
exchange dealers. 

The trading in foreign securities has 
assumed great proportions since the war. 
The principal causes were the sudden 
prominence of New York as a money 
market for foreign financing, the crea- 
tion of foreign exchange by the swelled 
volume of foreign trade, the depreciation 
of European currencies as an incentive to 
speculation—by buying them cheap with 
the hope of holding them until they went 
back to par, and the general increase of 
America’s interest in foreign securities. 

In the case of the European countries, 
this specluation has been of enormous 
volume. Americans have purchased the 
currencies of all the countries, bankers 
drafts, foreign deposits, government, 
municipal and industrial bond issues, 
even stock issues, in an aggregate amount 
estimated at one billion dollars or more. 
And most of these securities have con- 
tinued to decline to about nothing, so 
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that the money is wasted as far as 
America is concerned. 

Numerous among the schemes to re- 
habilitate Europe have been the foreign 
finance companies, planning to carry on 
trade by barter, to have American ma- 
terials manufactured abroad, to purchase 
foreign property and securities, to finance 
and guarantee exports, etc. Some have 
planned great systems of branches 
through this country and the world. 
In selling stock and bonds they have 
concentrated on the foreign population 
in the large cities. 


Brokerage in Commodities 


Closely allied with, stock and bond 
brokerage is that of commodities—grain, 
cotton, produce, etc. ‘There is more or 
less active trading in these by the grow- 
ers, wholesalers, importers and exporters, 


as well as professional and amateur 
traders. Many firms are members of 
several of these exchanges, and the 


larger “wire houses” have facilities for 
securing information from, and trading 
in practically every important market. 


In grain, the chief center is of course, - 
The © 


Chicago, on the Board of Trade. 
New York Produce Exchange’s trans- 
actions include export and import deal- 
ings, local flour and feed requirements, 
mineral and vegetable oils and products, 
provisions, lard, tallow, etc. 

The New York Cotton Exchange oc- 
cupies a somewhat more important place 
because of America’s supplying such a 
large portion of the world’s cotton, and 
ranks with the New Orleans Cotton Ex- 
change and the Liverpool Cotton Ex- 
change. 

The New York Coffee & Sugar Ex- 
change has as members the usual dealers 
in these commodities as well as the gen- 
eral brokerage commission houses. ‘The 
unit in sugar trading is the “lot” of 50 
tons. It may be either “spot” or “future.” 
In case of futures, the two brokers buy- 
ing and selling clear the sales through the 
clearing house, which holds the contracts 
until their maturity. In the meantime, 
if the price fluctuates away from the con- 
tract price, the broker whom the market 
goes against is called on by the clearing 
house for additional margin, which is 
turned over to the broker on the favor- 
able side of the transaction. Each mem- 
ber of the exchange is required to keep 
at all times a deposit with the clearing 
house to protect contracts, which is in 
addition to the value of the exchange 
seat. 

Other exchanges, with which banks do 
not have occasion to come into contact 
so often are those handling fruit and 
fresh produce, metals, rubber, etc. 

There is no need to discuss commercial 
paper brokers, since there is seldom any 
occasion for checking them up, and the 
investors purchase the paper on its own 
merits. It is desirable, however, for the 
broker to be of reputable standing, to 
handle a good grade list of names, and to 
have sufficient capital for the proper con- 
duct of his business. 

The banker investigating the standing 
of a brokerage concern will usually find 
it desirable to get bank checkings, trade 
checkings, and agency reports. The 


thoroughness of the investigation will 
depend on the purpose therefor—whether 
the revision of an active account, pros- 
pective new business, or simply an in- 
quiry. 

The start may well be made by having 
someone call at the address of the con- 
cern in question, looking over the space 
occupied, the general appearance, any 
indications of affiliated concerns in the 
same offices, etc. The building agent 
may give information of value about how 
long the concern has been a tenant, man- 
ner of paying rent, banking connections, 
Etc: 

The agency reports may give consider- 
able information as well as bank refer- 
ences. Other ways of ascertaining the 


in the 


Small Ci 


Poor hotel facilities at one time were the distinguishing char- 


acteristic of the smaller city. 


Today, however, Main Street has its modern, distinctive Hotel, 
with rooms, service and cuisine that almost rival Broadway 


and The Boulevard ! 


What has brought about the change? 


of Hotel Finance ! 


Here is a list of the smaller,cities of from 4,000 to 15,000; pop- 
ulation wherein Hockenbury Financed Hotels have been, or 
Ask these cities what they think of The 


are being, erected. 
Pan: 


Urbana, Ill. 
Frederick, Md. 
Las Vegas, N.M, 
Beatrice, Nebr. 
Winfield, Kans. 
Ocean City, N. J. 
Petaluma, Calif. 
Mt. Sterling, Ky. 
Ypsilanti, Mich. 
Bridgton, N. J. 
Corry, Pa. 


banking connections will suggest them- 
selves to the investigator, and a direct 
interview with the subject may be had if 
thought wise. The information obtain- 
able from banks, as mentioned above, is 
not nearly so complete or definite as de- 
sirable, but should be gathered carefully. 
Especially note any criticism, any other 
bank accounts known, and whether the 
bank believes the firm morally good and 
recommendable. 

Because of the fact that a broker’s 
bank of account does not usually attempt 
to make thorough investigations of his 
standing, it is essential to have every re- 
port include the opinion of at least one 
or two houses dealing with the subject. 

(Concluded on page 812) 
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The Hockenbury Plan 
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Cynthiana, Ky. 
Bedford, Ind. 
Johnson City, Tenn. 
Astoria, Ore. 
Effingham, Ill. 
Santa Barbara, Calif. 
\Michigan City, Ind. 
Gardner, Mass. 
Fayetteville, N. C. 
Shelbyville, Ky.\ 
Norfolk, Nebr. 


Travelers who formerly evaded these cities wiil trave out of = 


their way to ‘‘make” them! 


and tells more of The Plan. 


Ask us for ‘‘Modern Hotel Financing’’—it’s free to Bankers = 


‘oheTlockenbury S)stem Incorporated 


Penn-Havris Trust Bldg,, Harrisbu rg, Penna, === 
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Responsibility 


(25 who counsels how savings shall be in- 
vested, undertakes a service which in- 
volves great responsibility. 


On the soundness of his advice, in many cases, 
may depend whether investors will spend 
their declining years in comfort or in pov- 
erty. 


Investment counselors the country over, re- 
alizing this responsibility, are willing to 
recommend American Telephone and Tele- 
graph Company stock. They know the 
Company’s standing as a public utility and 
its earnings record, and that fully one-half 
of the employees are purchasing or have 
purchased stock in the company for which 
they work, thus insuring greater efficiency. 


Stock of the American Telephone and 

: Telegraph, which derives most of its rev- 
enue from the Bell System, can be bought 
in the open market around 124. Since 
it pays 9% dividends, it nets over 7%. 
Full information on this Seven-per-cent- 
and-Safety investment will be sent on re- 
guest. Write. 


SECURITIES CO. inc 


D.E Houston, Pres. 
195 Broadway NEW YORK 


Double Your 
Savings Accounts 


The Hillbern System of 
Automatic Savingsis adem- 
onstrated fact. Even though 
you have spent 5 to 50 years 
to put a given number of 
savings accounts on your 
books, the Hillbern System 
can now double that number 


in 5 to §0 days 


Facts and figures of the un- 
precedented increasein bank 
accounts and bank deposits 


_where the system is in oper- 
ation are available to bank 
executives on request. 


Hillbern accounts are auto- 
matic—they grow by them- 
selves, increasing daily by 
huge mass deposits and re- 
newing themselves yearly 
without expense. 


We assume all risk and ex- 
pense of introduction. With- 
out obligating yourself in 
any way, write for the com- 
plete details. 


HILLBERN 


THRIFT CORPORATION 


Continental & Commercial Bank Bldg. 
208 South La Salle Street 


CHICAGO 


Copyright, 1923, H. T. Corp. 


(Continued from page S11) 


They can usually give a fairly good idea 
of the class of business handled, the 
methods of meeting contracts, the size 
of reasonable commitments, etc. 

Other houses where the partners of the 
subject firm have been previously em- 
ployed often can give information re- 
garding ability, experience, reliability, 
personal habits, probable means, and past 
connections. It is especially important 
to ascertain the reason for leaving, 
whether relations are pleasant, and 
whether they trade or would be willing 
to trade with the new firm. 


When writing to advertisers please mention the “Journal of the American Bankers Association.” 
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A Small 
Travelers Cheque Exchange Order 
Now Available 


The ready and general acceptance of the $500 
Traveler Cheque Exchange Order, added to the 
American Express Traveler Cheque System two 
years ago, has suggested a still further development 
along the line of convenience in carrying large 
sums of money safely when travelling. 


The new issue is the 


$250 TRAVELERS CHEQUE 
EXCHANGE ORDER 


These Exchange Orders—in $500, and now in $250 


amounts, are identical in the service rendered 


They eliminate the necessity of carrying a large 
number of cheques of smaller denominations. 


They are readily convertible into the regular Trav- 
elers Cheques, but only by the individual owner 
whose signature they bear. 


They are sold under the same conditions, and at 
the same fee as Travelers Cheques and are bound 
in the same pocket-case. To the bank making the 
sale they save both time and labor. 


American Express offices where exchange orders 
may be converted are listed on each order. 


The new $250 Travelers Cheque Exchange Order 
is printed in sensitive ink, magenta in color, to 
distinguish it from the sky-blue tint of the regular 
Travelers Cheque, and the buff of the $500 
Exchange Order. 


For further information write to our nearest headquarters. 


AMERICAN EXPRESS Co. 


Main Office: 65 BROADWAY, NEW YORK 


DIVISION HEADQUARTERS: 
922 Atlanta Trust Bldg., Atlanta, Ga. Market St. at Second, San Francisco, Cal. 
Ninth & Locust Street, St. Louis, Mo. 15 North Wabash Ave., Chicago, Ill. 
521 Phillips Square, Montreal, Canada 


INTERNATIONAL BANKING —SHIPPING AND TRAVEL 


SPRUCE LODGE, INC., 
Experienced editor, New York ae eee. 


The greatest vacation of all at a wonderful camp. 


publication, writer on commer- Days of canoeing, bathing, boating, fishing, pic- 


cial and economic topics for nics, hikes, tennis, golf and every outdoor sport. 

° ; venings of dancing and entertainment. unga- 
business TROT: would contrib- low or tent accommodation; electricity; modern 
ute to publicity for banking convenience. Abundance of good food; meals at 


popular city prices. This semihotel plan makes 
vacation inexpensive, and you dress comfortably, 


or other enterprise. Address 
; " camp style, all the time. Highest clientele. Send 
A. B. C., this office. for circular. Office address, 
Box 44, 282 W. 116th street, New York. 


Our Castle of Gold 


By Herbert Hoover 


A development bearing on our 
credit situation is the large accumu- 
lation of gold resulting from our 
post war trade balances. Our gold 
reserve has increased by a billion 
dollars since the period of maxi- 
mum credit expansion of 1920— 
when it stood at about two billion. 
At that time we possessed a reserve 
of about. 50 per cent. against credits 
and currency, apparently a_ safe 
enough margin of gold. This addi- 
tional billion has not been trenched 
upon and our present reserves 
against credit and currency is about 
77 per cent. Without most of it 
we would still be well above the 
safety line. Some of this new im- 
portation yields no return to us 
either in earnings or in security. It 
would serve us much better if we 
were getting returns for it by its 
export to foreign countries. If it 
aided in making foreign currencies 
convertible into gold it would also 
contribute to stabilize foreign ex- 
change and improve foreign com- 
merce. In fact for us it contains an 
element of insecurity. If a castle 
of credit and currency were created 
upon the whole of this gold it would 
mean the greatest era of inflation 
and speculation in our history. Such 
action would increase our price 
levels to a point which would at- 
tract foreign goods to us and would 
curtail our exports. It would thus 
quickly produce an adverse trade 
balance and cause this gold to flow 
abroad with a rush from under our 
castle of credit and we should have 
an unparalleled financial crash. 
There seems to be heard a sort of 
chortle in parts of Europe over the 
commercial strategy in shipping 
gold to us. It is assumed that we 
will incorporate this gold into our 
credit system and be put out of 
action by the price rises resulting 
from it. If we retain our normal 
commercial intelligence this will not 
happen. I am convinced that the 
surplus of gold will eventually flow 
outward in an orderly way through 
trade without any necessary increase 
in price levels and its flow need make 
no disturbance in our business life. 


Analysis of a Simple Bank Statement 


Speakers Suggestions by 


the 


Committee on 


Public Education American Bankers Association. 


Copyright, 1922, American Bankers Association. 


HE banker, as we already have 

learned, requires statements of his 

customer’s business in order to 

know his standing. In the same 
way, the law, because of the semi-pub- 
lic nature of the banking business, re- 
quires all banks and trust companies to 
publish “Statements of Condition,” as 
shown by their books. The Comptroller 
of the Currency calls for the statements 
of national banks, and the State Com- 
missioner of Banking for those of state 
institutions. Banks are required to pub- 
lish their statements, which are usually 
called for five or six times a year, in the 
newspapers of the community in which 
they do business. In this way the gen- 
eral public is kept informed as to the 
bank’s affairs. A statement of condition, 
as in the case of the customer’s state- 
ment, shows both the resources and lia- 
bilities of the bank. The resources, as 
you know, consist of the cash and all 
other property which the bank owns, the 
liabilities, of the amounts it owes to de- 
positors and stockholders. Total re- 
sources must agree with total liabilities. 

A further examination of the bank is 
made by the Banking Department 
through its examiners. Bank examiners 
come to the bank unannounced. ‘They 
may come at any time, any day of the 
year. Banks must keep their records in 
such a way that the bank examiner who 
has full authority to make complete ex- 
amination of all records can easily verify 
them. His official report is sent to the 
State Banking Department, if it is a 
state bank, or to the National Banking 
Department, if it is a national bank. 

Many banks also have their records 
audited monthly by their own auditors. 
Some states require examination and re- 
port to the Banking Department of the 
bank’s affairs by a committee of the 
board of directors. If the bank is a 
city bank and belongs to a clearing house 
association, it will be examined further 
by clearing house examiners. If a mem- 
ber of the Federal Reserve System, the 
bank will be examined annually by Fed- 
eral Reserve bank examiners also. These 
examinations are made to safeguard, in 
every possible way, the people’s money. 
Banks are required to conduct their bus- 
iness on the highest standards. If they 
fail to do so, they will be criticized, and 
even closed by law. 

Many people, who have only a scant 
knowledge of accounting, feel that they 
can not understand a bank statement, and, 
therefore, pay no attention to it. This 
is a mistake. A little explanation will 
help anybody to grasp the meaning of 
bank statements. Every person, who has 
money on deposit, either in a savings or a 
checking acount, should know the condi- 
tion of the bank in which the account is 
carried, and how its condition compares 
with that of other banks. 


I am going to give you a simple state- 
ment of a fair sized national bank (mem- 
ber of the Federal Reserve System). 
The figures are taken from the books at 
the close of a day’s business. 


Resources 


(What the bank OWNS) 


Cash on Hand and Due from 

ANS We sarsiens-o sis ogee oatareenirene $212,462.69 
ioans sand » Discounts® oad sane 982,339.29 
U. S Bonds To Secure Circulation 25,000.00 
Ved em ptiomese Uti sels ele aioe 1,250.00 
Bonds and Other Securities 460,575.08 
Banlkings House: ~.cakk acaee eee 35,000.00 
Stock in Federal Reserve Bank... 9,000.00 


$1,725,627.06 


Liabilities 


(What the bank OWES) 


Capital = Stock 12... enact $200,000.00 
SUGPLUSe shtid'. oan. ~~ ae cies 100,000.00 
Wndivided BProfits>caceee eee eee 48,015.91 
Demand and Time Deposits....1,200,654.80 
Rediscounts and Money Borrowed 150,000,00 
Reserve for Taxes and Interest... 1,956.35 
Girculation = Ass. s.oc: eee eee 25,000.00 


$1,725 ,627.06 


Explanation of the Bank’s 
Liabilities 


To understand a bank statement, one 
must keep in mind that, for every dollar 
paid to or deposited with the bank either 
by stockholders or customers, a record 
is made under the heading of liabilities. 


Corporate 
Financing 


Wm. A. White & Sons 


Established 1868 


46 Cedar St., New York 


814 


Earnings of the bank are owed to the 
stockholders, and must also be carried un- 
der liabilities. Though a deposit of 
money or other item is recorded as a lia- 
bility, because it is due to the depositor, 
the cash and checks making up that de- 
posit become an asset, or a resource, of 
the bank. Thus, when you deposit $500, 
the liabilities of the bank are increased 
by that amount, and the money itself is 
counted among the bank’s resources. 
When the bank invests its money, the 
property bought likewise becomes a re- 
source. Let us first consider the bank’s 
liabilities. 


I. Capital Stock, $200,000 


If you recall our first talk, you will 
remember that the capital stock is the 
amount of money paid into the bank by 
its organizers who purchased its stock, 
and are, therefore, the owners or stock- 
holders. The item is carried as a liabil- 
ity, because the bank is indebted to the 
stockholders for the money they have 
paid in. The capital stock cannot be 
withdrawn by the stockholders as a de- 
posit can, but stays in the business as a 
guaranty fund for the depositors’ protec- 
tion. In the case of a bank’s inability 
to pay its obligations, this fund is used. 
In addition, the stockholders of the bank 
may be called upon for a like amount, 
for stockholders in national banks, and, 
in many states, stockholders in state 
banks, are held by law under a double 
liability. 


W* invite correspondence from 
established, successful enter- 
prises contemplating long term or per- 
manent financing in the form of mort- 
gage loans, bond or stock issues for 


expansion, refunding or additional work- 
ing capital purposes. 


After completing our analysis we advise 
as to the most advantageous plans of 
financing and subject to our clients’ ac 
ceptance, we negotiate the sale of the 
entire proposed issue with an Invest- 
ment House, which, in our opinion, is 
best suited for underwriting the issue. 


Reasonable charges, previously agreed 
to, are made for our services only in 
event of consummation of sale. 
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II. Surplus Fund, $100,000 


A bank sets aside a certain proportion 
of its earnings in a fund called the sur- 
plus. Should any losses occur they are 
taken out of this fund first, so that the 
capital of the bank will not be reduced. 
Then, too, the surplus, is an additional 
safeguard and protection for those who 
deposit their money in the bank. Na- 
tional banks are required to build up a 
surplus to at least twenty per cent. of the 
capital. Many banks accumulate a much 
larger fund. The surplus belongs to the 
stockholders, but, like capital, it remains 
with the bank. 


III. Undivided Profits, $48,015,91 


Undivided profits also represent earn- 
ings of the bank which have not been dis- 
tributed in the form of dividends or 
added to the surplus fund, but which, like 
the capital and surplus, are due to stock- 
holders. The best managed banks do not 
pay out all of their earnings in dividends. 
Their aim is to keep the undivided profits 
account growing, so that substantial 
amounts, when earned, may be trans- 
ferred to the surplus fund. The latter 
is changed only at stated intervals, while 
the amount of undivided profits is chang- 
ing daily as the earnings of the bank 
change. 


IV. Demand and Time Deposits 


Demand and time deposits make up the 
amount which the bank owes to the per- 
sons, firms, and corporations that are its 
depositors. The bulk of deposits of a 
commercial bank are demand deposits, 
which may be checked out any time, but 
often a considerable amount represents 
savings deposits, which when left with 
the bank for stated periods, draw inter- 
est. Accurate records are kept of all de- 
posits and of all withdrawals. 


V. Rediscounts and Money Borrowed 


When the demands of borrowing cus- 
tomers exceed the amount of loanable 
funds a bank has on hand, the bank may, 
if a member of the Federal Reserve Sys- 
tem, borrow money from the Federal 
Reserve bank of its district, by pledging 
its securities, such as Liberty bonds, or 
by rediscounting first class commercial 
paper, already discounted for its custom- 
ers. Such borrowings, of course, are the 
debts of the bank, and are, therefore, 
shown as liabilities. 


VI. Reserve for Taxes and Interest 


As a bank’s earnings accumulate, there 
are certain rather large items, such as 
taxes and interest, payable by the bank 
each year, which it would be a mistake 
to carry under the heading of undivided 
profits. Many banks set aside monthly 
the proportionate amounts required to pay 
such items. In this way, the bank shows 
care and conservatism with regard to its 
published figures. As taxes and interest 
are paid, deductions are made from the 
amount held in reserve for the purpose. 


VII. Circulation, $25,000 

State banks do not issue bank notes, 
but national banks always have had the 
privilege of issuing their own bank notes 
under conditions prescribed by law. 
These notes circulate as money, and are 
known as national bank notes. The na- 


tional bank first buys United States 
bonds of a face value equal to the 
amount of the circulation it desires to 
issue, but this amount may not exceed 
its capital The bonds are placed in 
the keeping of the Treasurer of the 
United States in order to insure redemp- 
tion, that is, repayment of the circulat- 


SERVICE 


The element of service in the ab- 
stract may be over emphasized in 
advertising for bank accounts: up 


to a certain point 


¢¢ ae 9? 
SeTV1ICE 1S 


pretty generally standardized. 


Some of the distinctive service ad- 
vantages at the disposal of our cor- 


respondents are: 


A twenty-four-hour Transit 


Department. 


Private telephone wires to 
New York and to the local 
telegraph office. 


No charge for telegraphic 
transfers of funds. 


Direct collection service. 


All items, cash and collec- 
tion, wherever payable in the 
United States, received at par. 


PHILADELPHIA 
NATIONAL 
BANK 


PHILADELPHIA, PA. 
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Will 


Equipped with Automatic 
Self-Inking Device 


Write for further details regarding 
this ‘‘Double Lock System’’ to 


Member American Bankers Association 


Put the above sign on the win- 


dows of your bank and under 
your newspaper advertisements. 
It will help the Association and 
likewise help yourself. 


ing notes. These notes are the bank’s 
promises to pay the sum of money in- 
dicated on each note. On this account, 
the amount outstanding must be shown 
as a liability. 


Explanation of the Bank’s Resources 


As stated, the items under the heading, 
Resources, include the various kinds of 
property owned by the bank, and all debts 
due to it. 


I. Cash on Hand and Due from 
Banks 


Cash on hand and due from banks 
represents the actual cash held in the 
vaults of the bank, together with the 
money which the bank has on deposit 
with the Federal Reserve bank and with 
correspondent banks. It may also include 
checks deposited for collection which are 
drawn on other banks. This amount in- 
cludes the required legal reserve explained 
in a previous talk. In the case of the 
banks which are members of the Federal 
Reserve System the legal reserve is kept 
in the Federal Reserve bank of its dis- 
trict. Money is deposited with corre- 
spondent banks usually for the purpose 
of paying drafts drawn on them. 


II. Loans and Discounts 
Loans made to responsible persons, 


firms, and corporations, against promis- 
sory notes, either secured or unsecured, 


THIS IS THE ONLY 
MACHINE THAT 


Protect ALL the 
Essential Parts of Your 
Check—The Paying Line 
Payee’s 
The Numerals—and Will 
Prevent Dangerous Two- 
Line Checks. 


—The 


PAYTO THE 
ORDER.OF_=" 


Name— 


B.CAREFUL SONS 


~@ THE SAFE-GUARD CHECK WRITER—1%#20tEct0v 


NEW ee oe 


ne ZL7— 


‘THE CHATHAM and PHENIX NATIONAL eee 30 


pe 


Besos 


Unless You Use This Double Lock System Your Bank Account is at the Mercy of the 
Check Manipulator. . 


THE SAFE-GUARD CHECK WRITER CO., Inc. - eur YORK CITY 


BEEKMAN ST 


239 Rock St. 


city. They also sdvertine the city in which you live. 
They are furnished with any lettering desired. Can also be supplied for mer- 
chants or any other class of business. 


LITTLE GIANT COMPANY 


LITTLE GIANT 
BANK DIRECTOR 


Striking, Enduring, Digni- 
fied, Cheap and Effective 
Advertising 


A heavy semi-steel casting. 

Sold to one bank only in any 
town or city. 

They bring local, as well as tour- 
ist, business if erected at principal 
crossings, junctions at prominent 
points on highways entering your 


Established 1876 Mankato, Minn., U.S.A. 


are entered under the heading, Loans and 
Discounts. All loans and discounts are 
passed upon by officers of the bank, 
whose chief concern in making a loan is 
to see that it is well secured, either by 
the personal credit of the borrower, or 
by adequate collateral. Interest from 
loans is the principal source of the bank’s 
earnings. 


III. U. S. Bonds To Secure 
Circulation 


As has been explained, these bonds are 


held by national banks to secure circulat- 
ing notes. A national bank is no longer 
required to buy and hold United States 
bonds unless it wishes to issue circulat- 
ing notes. As there is a small profit aris- 
ing from it, most national banks take out 
some circulation. - The bonds are, of 
course, owned by the bank, but, under the 
law, must be deposited with the Treas- 
urer of the United States, as long as any 
circulating notes are outstanding. 


IV. Redemption Fund 


When national bank notes become dirty 
and unfit for circulation, they are sent 
to the United States Treasury for re- 
demption, and the amount of the notes 
is charged to the redemption fund. ‘The 


. bank pays the Treasury, and receives 


in return new crisp money for the 
amount redeemed. The law requires 
each national bank to keep in the United 
States Treasury a redemption fund of 


at least 5 per cent. of its outstanding 


circulation. 
V. Bonds and Other Securities 


Most banks invest part of their funds 
in highgrade bonds of various classes, 
for the reason that such bonds always 
have a market value, and can, therefore, 
be sold promptly to meet unexpected de- 
mands made upon the bank by its cus- 
tomers. Interest from these investment 
securities is another important source 
of the bank’s earnings. 


VI. Banking House 


This item represents the cost of the 
ground, building, furniture, and so forth 
used by the bank in conducting its busi- 
ness. Generally speaking, banks find it 
advisable to own their bank buildings, 
which are carried on the books at cost, 
or at a low valuation. 


VII. Stock in Federal Reserve Bank 


All banks that join the Federal Re- 
serve System must own stock in the Fed- 
eral Reserve bank located in their dis- 
trict to the amount of 6 per cent. of their 
capital and surplus. Only one-half, or 
3 per cent. of member banks’ subscrip- 
tions, has been called up to this time. It 
will be remembered that the capital stock 
of the Federal Reserve banks is owned 
entirely by these member banks. 
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Many losses to banks are the result of carelessness, and indifference 
to warnings. Use the box printed below and add to your 
bank’s protection. 
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Deposits and Payrolls by Messenger 


By THOMAS B. PATON, GENERAL COUNSEL 


under the law of New York and of national banks to 

send messengers to the business houses of customers to 
receive money and paper for deposit and to deliver money for 
payroll purposes. 

The organization certificate of a national bank must specific- 
ally state “the place where its operations of discount and de- 
posit are to be carried on, designating the state, territory or 
district and the particular county, city, town or village” (U. S. 
Rev. Stat. Sec. 5134) and the law requires that “the usual busi- 
ness of each national banking association shall be transacted at 
an office or banking house located in the place specified in its 
organization certificate.” (United States Rev. Stat. Sec. 5190). 

Similarly the Bank Law of New York requires that the or- 
ganization certificate of a bank must specifically state “the place 
where its business is to be transacted” (Banking Law Sec. 100) 
and further provides that “no bank, or any officer or director 
thereof, shall transact its usual business of banking at any place 
other than its principal place of business except that a bank in a 
city which has a population of more than fifty thousand may 
open and occupy in such city one or more branch offices for the 
receipt and payment of deposits and for making loans and dis- 
counts to customers of such respective branch offices only” with 
a proviso requiring written approval of the Bank Superintendent 
and making certain capital requirements “before any such branch 
or. branches shall be opened or occupied.” (Banking Law Sec. 
110). 

The receipt and payment of deposits is, of course, part of the 
“usual business” of a bank. 

The Supreme Court of the United States has held that this 
provision must be reasonably construed. In Merchants National 
Bank y. State National Bank, 10 Wall, 604, the cashier of one 
bank who bought gold from another, certified checks given in 
payment at the place of business of the selling bank. The Su- 
preme Court said: “It is objected that the checks were not 
certified by the cashier at his banking house. ‘The provision of 
the Act of Congress as to the place of business of the banks 
created under it must be construed reasonably. The business 
of every bank, away from its office—frequently large and im- 
portant—is unavoidably done at the proper place by the cashier 
in person, or by correspondence, or other agents.” 

Deposits doubtless in some instances, may be legitimately paid 
away from the banking house; for instance where depositors at 
a distance request that their deposits be forwarded in money by 
registered mail or by draft. Furthermore, the bulk of deposits 
in the larger cities are paid at clearing houses by the exchange 
of checks, and not by cash payment at the counter of the drawee. 

But it would seem that the usual business of receiving and 
paying deposits in cash must, under the above statutory require- 
ments be done at the banking house and such receipt and pay- 
ment at the place of business of the depositor would be con- 
trary to law. 

It was held in an early case in Michigan (People v. Oakland 
County Bankgl Doug. 282) that a bank, located by its charter 
in one coufMs§ violated the charter by establishing an agency in 
another county to receive deposits. 


In Armstrong vs. Second National Bank, 38 Feb. 883, the 
court construing Section 5190 1) §. Rev. Stat. said that “Un- 


M:: opinion is asked as to the power of banks incorporated 


der this section it certainly would not be competent for a na- | 
tional bank to provide for the cashing of checks upon it at any | 
other place than its office or banking house.” 

I am, therefore, of opinion, that it would be contrary to the 
statutory provisions quoted for a national bank or a bank in the 
State of New York to receive deposits or to pay checks at places 
of business of its customers as a matter of “usual business.” 
Aside from any statutory penalties to which such banks might 
be subjected, important questions of civil liability would arise | 
in the event of theft from or absconding of the messenger, | 
Should a deposit be lost before it reached the bank, it would 
probably be held the loss of the depositor as the messenger would 
be his agent without authority to bind the bank by receipt of a 
deposit away from the banking house. See Morse on Banks Sec- | 
tion 168 (g). Where the theft from the messenger was of | 
money being taken for payroll purposes a more difficult ques- 
tion arises. It is not, however, the purpose to discuss thes 

} 


phases of the question in this memorandum. 
WARNING | 
RAILROAD VOUCHERS IN CIRCULATION, | 


Banks Defrauded By Operator Impersonating Railroad 
Employee. 


GEO.: E. OWENS 


GEORGE E. OWENS, whose photograph is shown above) 
using such aliases as F. C. Winters, George Purcell, E, J\ 
Blevins, George Jones, R. K. King, E. Jones, J. B. Stevens, 
E. McGuire, E. W. Hopkins; is now operating with forgec 
railroad Vouchers of various companies. | 
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The operator usually opens an account at a bank with these 
vouchers and withdraws the funds before they are returned 
as worthless. We wish to call our members’ attention to the 
handwriting appearing on these vouchers, one of which we are 
reproducing below, particularly to the making of the counter- 
signatures. It is requested that members study this writing 
carefully and detain the operator, should he appear. 

Owens is described as being 31 years of age, 5 feet 5 to 6 
inches tall; 130 to 140 pounds; sandy complexion; has the 
appearance of a railroader. 


FORGED LETTERS OF CREDIT. 


A member bank in Chicago, IIl., reports accepting a letter of 


credit from KURT OLLMER, supposedly issued by the 
Deutsch-Sudamerikanische Bank, Mexico City, Mexico. 
Letters of credit issued to Ollmer and bearing number 


11850/163 are forgeries and members are warned not to accept 
them. 


BOGUS CASHIER’S CHECKS ISSUED. 


A party using the alias F. R. GREENSHIELD is defraud- 
ing member banks in St. Louis, Mo., and vicinity by issuing 
Cashier’s Checks of the Bank of Montreal, Montreal, Can., 
which are signed Wm. Wilson, Cashier, and drawn on the 
Merchants National Bank, New York, N. Y. These checks 
are bogus and member banks are requested to refrain from 
accepting them. Greenshield is described as being 28 to 33 
years of age, 5 feet 2 inches tall; weighs 110 to 115 pounds; 
short slender build; dark complexion; dark hair; smooth 
shaven; prominent nose, Jewish; wore tortoise rimmed glasses. 
We are reproducing herewith a facsimile of the operator’s 
~ handwriting. 


IMPOSTER OPERATING. 


A check operator alleging to be Whiting Williams, the well- 
known author, defrauded a member bank in Winston-Salem, 
N. C., The original Whiting Williams, authority on industrial 
relations between employer and employee, has at times secured 
employment in the mills to seek data for his books. This being 
known to the check operator, he acted in a similar manner at 
Winston-Salem with the result that our member did not hesi- 
tate to cash a check bearing the forged signature of Mr. 
Williams. The operator is described as being six feet one inch 
tall, weighs 180 pounds; ruddy complexion; black hair and 
dark eyes. 

Cc. S. ALEXANDER, alias John F. Prince. After forging 
the signature of a depositor of a member bank in Pittsburgh, 
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Pa., to checks, this operator found little difficulty, in, having 
them cashed by our member. This individual is described as 
being 22 years of age, 5 feet 6 inches tall; weight 150 pounds; 
good build, medium complexion and light brown hair. 


I. N. BARRETT, a farmer and stockman of Lehigh, Okla., 
is reported by a member bank in that city as having swindled 
the bank by mortgaging his cattle, which he disposed of before 
his note became due. Only a few head of cattle were found 
when the mortgage was foreclosed. No description of the 
operator is available at present. 


CHARLES BORDEN defrauded a 
Wichita, Kans., by the use of a check bearing the forged 
signature of a depositor. We are reproducing below a fac- 
simile of the operator’s handwriting. 


member bank in 


“ 


Gras Borden 


J. C. BOWDEN, having secured a check issued by a de- 
positor of a member bank in Cleveland, O., had same certi- 
fied and cashed it at another member bank in Cleveland. This 
check was returned later as bearing a forged endorsement. 
We have no description of Bowden, but are reproducing here- 
with a specimen of his handwriting. 


pre. 


WILLIAM BUCK. A party using this alias is defrauding 
member banks in Ithaca and Hornell with checks bearing the 
forged signature of a depositor of a member bank in Buffalo, 
N. Y. The operator is believed to still be in the vicinity of the 
towns mentioned. Buck is described as being 33 to 35 years 
of age; 5 feet 11 inches tall. 


PETER BUSH is reported by a member bank in Ocean 
Park, Cal., as having defrauded them by means of a forged 
check. No description is available at this writing. 


ALBERT BUTLER. Several checks were received through 
the clearings by a member bank in Kansas City, Mo., which 
bore the forged signature of a depositor. A government bond 
had also been received which gave evidence to the fact that the 
depositor’s mail box had been rifled. Our detective agents’ 
Kansas City representatives ane investigating this case. We 
have no description at present. 


Cc. E. CARROL, alias G. D. Bunney recently defrauded a 
member bank in Richmond, Va., by the use of a check bearing 
the forged signature of a depositor. We are reproducing 
on the next page a specimen of the operator’s handwriting. 


' 
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A. D. CLARK recently defrauded a member bank in Lehigh, . 


Okla., by executing a mortgage in their favor on property 
owned by his wife whose signature was forged to the docu- 
ment. Clark also cashed several small checks on Texas banks 
which proved to be worthless. We have no description of 
this individual at present. 


SERGT. HARRY H. CLARK. A party using this alias is 
defrauding banks in the South with bogus checks drawn on 
the First National Bank, Shelby, N. C. These checks are 
signed B. S. Pike, “Commanding U. S. Recruiting Sta.” In 
the corner of the check is typewritten “Company Funds.” 
Members are warned not to accept checks described as above. 


HAL COHEN. A party using this alias presented a check, 
bearing a forged endorsement, to a member bank in Wild- 
wood, N. J., which was readily cashed. Members are re- 
quested to be on the alert for his appearance. No descrip- 
tion-is available at present. 


TONNES DENNISON, an ex-lieutenant of the Field Ar- 
tillery, Fort Bragg, N. C., is reported by a member bank in 
Fayettesville, N. C., as having defrauded them by using forged 
checks. No description of the operator is available at this 
writing. 


JOHN GREER, operating with bogus checks of the First 
National Bank, Ann Arbor, Mich. is defrauding member 
banks in that state. Greer represents himself as an Internal 
Revenue Officer and produces a badge and other credentials 
for identification. He is described as being 30 years of age, 
5 feet 6 inches tall; medium build; dark complexion; eyes 
squinted ; has appearance of a foreigner. We are reproducing 
below a specimen of his writing. 


HENRY HALL defrauded a member bank in Los Angeles, 
Calif., by the use of a printed check, bearing the forged sig- 
nature of a depositor. This check, which he claimed was for 
wages due, is one of six stolen from the depositor’s check 
book. No description is available at present. 


GEORGE C. HARRIS caused a Kansas City, Mo., member 
bank to sustain a loss by issuing a check bearing the forged 
signature of a depositor. We have no description of Harris at 
present, but are reproducing a facsimile of his writing. 


AN BANKERS ASSOCIATION 


June, 1923 


Ooh ane 


R. W. HUBBARD is operating in Oklahoma with bogus 
checks drawn on the Equitable Trust Co., New York, N. Y. 
Members are advised not to accept checks issued by this party. 


Ribak 

R. P. JARVIS, alias George T. Williams, whose photograph 
is reproduced above, is at present operating with bogus checks 
in the vicinity of Las Cruces, N. Mex. Jarvis, who had been 
defrauding hotels, has transferred his operations to banks, 
he having victimized a member bank in Las Cruces, N. Mex. 
Jarvis is described as 40 years of age; 5 feet 6 to 7 inches 


tall; weighs 150 pounds; black hair, graying at temples; well 
dressed; occupation, certified public accountant. 


. eee 


A. K. LE MUNYAN, after opening an account with a bogus — 


check with a member bank in Wilkes Barre, Pa., and secur- 
ing one of the bank’s check books, operated in the cities in 
Central New York and recently in New York, N. Y. Members 
are warned not to cash any of these checks, 


CHARLES LEWIS, alias L. Roth, using checks drawn on 
the Peoples Bank, Sacramento, Cal., is defrauding member 
banks in Cleveland, Ohio, and vicinity. His checks are signed 
J. T. Sherwind, or E. H. Hammond, etc. If payment of 
these checks are at first refused, the operator will open an 
account with the bank and later draw against the uncollected 
item. There is no description of the operator available, but 
we are reproducing below a specimen of his handwriting. 


7 : 


June, 1923 


JOSEPH LEWIS, alias T. E. Lewis. This individual is 
reported as, opening accounts in banks in Hollywood, Cal., with 
checks bearing forged indorsements.. The amount deposited 
is withdrawn before the forgery is discovered, thereby caus- 
ing the member bank to suffer a loss. 


CHARLES A. LONG, after being properly introduced by 
a depositor of a member bank in Colbrook, N. H., presented 
several checks drawn on the Stroudsburg Trust Company, 
Stroudsburg, Pa. These checks were later returned as bogus. 
The operator advised he was going to Lancaster, N. H. We 
have no description of Long. 


WILLIAM S. LOWERY stole several checks from the check 
book of his employer, a depositor of a member bank in Santa 
Barbara, Cal. Lowery forged his employer’s signature and 
was successful in securing funds on the check. Lowery is 
described as being 30 years of age; 5 feet 9 inches tall; weighs 
150 pounds; brown hair, slightly bald; high forehead; tatoo 
marks on left wrist and shoulder. 

jet fi aie. | | 

ISRAEL LUBARSKY, alias I. Lubarsky, is operating in 
the vicinity of Springfield, Mass., with bogus checks drawn on 
the Farmers Loan & Trust Co., New York, N. Y. We are 
reproducing below a specimien of the operator’s handwriting. 


JAMES K. LYNCH is being sought for defrauding a mem- 
ber bank in Tulsa, Oklahoma. Lynch, a depositor of this bank, 
was employed as a clerk for a brokerage firm. He secured 
a draft for a large amount, payable to his employer’s customer 
and after forging the endorsement, deposited it to his own ac- 
count. The forgery was not discovered until after Lynch 
disappeared. 

Lynch is described as being 5 feet 8 inches tall; weighs 160 


pounds; good build; dark brown hair; blue eyes; full face and 
a prominent forehead. 


TONY MARKS was employed by a depositor of a member 
bank in Latrobe, Pa., as a tailor. After a short time he stole 
several blank checks to which he forged the depositor’s signa- 
ture. These checks he later presented for payment and they 
were readily accepted. Marks is described as being 30 years 
of age; 5 feet 6 inches; medium build; dark brown wavy hair 
and dark eyes. 


M. A. MEYER recently defrauded a member bank in Kings- 
ville, Texas, by the use of a bogus check drawn on the First 
National Bank, Pharr, Texas. Meyer is described as being 5 
feet, 7 inches tall; light brown hair; blue eyes; appearance of 
a farmer. A facsimile of his handwriting is reproduced be- 


M 4 Meyer 
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JOHN H. MILLER, using bogus checks draw on the Ameri- 
can Savings & Trust Company, Springfield, Ohio, defrauded a 
member bank in Conneaut, Ohio. Other banks have suffered 
losses in a similar manner. The operator is described as being 
forty years of age; 5 feet 6 inches in height; weight 140 pounds; 
fair complexion; light hair; occupation, barber. 


JOHN H. MURPHY, alias J. J. Murphy, defrauded a mem- 
ber bank in Santa Paula, Cal., by the use of a forged check. 
This individual also defrauded several hotels and merchants 
in San Francisco, Cal., in a similar manner. He is described 
as 32 years of age; 6 feet tall; weighs 180 pounds; medium 
complexion; dark hair; black mustache. We are reproducing 
below a specimen of the operator’s handwriting. 


Saf Ime 


KARL G. PECK defrauded a member bank in Los Angeles, 
Cal., by the use of a check bearing the forged signature of a 
depositor. No description of the operator is available. 


J. H. PIPPIN. A member bank in Canton, Miss., reports 
accepting a bogus draft drawn on the First National Bank of 
Eldorado, Ark., as a deposit from a party using this name. 
He later drew against this account and secured funds requested. 
Pippin, it is believed, left for New Orleans, La. Members are 
warned not to accept his drafts. The operator is described 
as 5 feet, 6 inches in height; weight, 145 pounds; ruddy com- 
plexion; auburn hair; hazel eyes; scar on the right side of 
forehead; two fingers off right hand; wore Khaki shirt and 
brown hat. 


J. L. PURSLEY is reported by a member bank in Hot — 
Springs, New Mexico, as presenting a forged certified check. 
Pursley is described as being 27 years of age; 5 feet 10 inches 
tall; weight, 155 pounds; light complexion; wears a grey suit 
and a straight-brim Stetson hat. 


J. E. ROGERS, JR., alias J. T. Powers, Jr., is using bogus 
certified checks drawn on the Guaranty Bank & Trust Co., 
Alexandria, La. These checks are all signed Rapides. Mer- 
cantile Co., per L. Gardner. The operator has defrauded banks 
in Arkansas, Mississippi and was recently heard from as operat- 
ing in Winchester, Ky. No description at present. 


C. R. ROSS, alias H. A. Laufkin, opened an account with 
a member bank in Altoona, Pa., under the name of C. R. Ross 
Company. He later presented a check in a large amount drawn 
on the Southern Trust and Commerce Bank, San Diego, Cal., 
which was cashed. This check was returned unpaid, There 
is no description of Ross available at present. 


J. E. ROSS, alias J. J. Calvert, defrauded a member bank 
in Long Beach, Cal., by the use of a forged check of the 
Coalinga Kern Oil Company, which was stolen from their 
check book. He also used a bogus check signed J. L. Stands, 
Hogan & Stands. The operator is described as being 23 to 26 
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years of age; 5 feet 9 inches in height; weight, 145 to 150 
pounds; slender build; sallow complexion; brown hair and 
eyes; occupation, oil worker. 


THOS. E. WALTERS using bogus checks drawn on the 
Farmers State Bank, Flagler, Colo., is defrauding member 
banks in Minneapolis, Minn., and vicinity. No description 
available. 


J. T. WATT. Bogus checks drawn on the Guardian Sav- 
ings and Trust Co., Cleveland, O., issued by a party using this 
alias have been cashed by local auto repair companies. At 
times the operator will use a check with the name of an auto 
repair company or garage printed thereon. We have no de- 
scription of the operator at present. 


COUNTERFEIT $10. NOTES. 


The Treasury Department advises new counterfeit $10. Fed- 
eral Reserve Notes are in circulation. They are described as 
on the Federal Reserve Bank of Kansas City, Mo., check let- 
ter D; plate number indistinct; D. F. Houston, Secretary of 
the Treasury; John Burke, Treasurer of the United States; 
portrait of Jackson. 

This counterfeit is apparently printed from very, crudely 
etched plates on two pieces of paper, between which a few silk 
threads have been distributed. The number of the specimen at 
hand is J9160574A. The counterfeit is so poor that it should 
be immediately detected by anyone accustomed to handling 
money. 


ARRESTED 


BANK BANDITS CAPTURED. 


In the capture of PAT WARD, ED. SHULL, EARL HOL- 
MAN, HENRY WELLS, NICK LAMAR and SCOTT 
VANC, effected through the combined efforts of the local 
authorities, a private detective agency and our detective agents’ 
Kansas City representatives, member banks in Kansas and Okla- 
homa have been somewhat relieved of the continual depreda- 
tions of members of a notorious band of hold-up men. 


Ward, Holman and Shull are being held for the Caddo, Okla. 
authorities, Wells and Vance will be returned to Chautauqua, 
Kansas, and Lamar must answer for the Gentry, Ark., holdup. 
The leader of this outfit, who is known throughout this sec- 
tion as Al Spencer, is still being sought. 


OSCAR BOTTS and MRS. MINNIE DIETRICH were 
arrested in Lawrence, Kan., by the local authorities on April 
25, 1923, charged with the robbery of the Union State Bank, 
McLouth, Kan. Both parties confessed to the crime and are 
now being held awaiting trial. 


J. Ll. BOURDELAIS, who defrauded a member bank in New 
Orleans, La., by the use of a forged check, was located through 
the efforts of our detective agents’ New Orleans representative 
and placed under arrest. He is at present being held awaiting 
trial. 


W. J. BROWNE, after opening an account with a member 
bank in Chicago, Ill., defrauded the bank by depositing and 
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withdrawing against checks bearing forged endorsements. Our 
detective agents’ Chicago representatives, who were called upon 
to investigate the case, located the operator at Lafayette, Ind., 
where he was placed under arrest. Browne was returned to 
Chicago where he is at present awaiting trial. 


GEORGE WILLIAM BURNS was detained by a member 
bank in Los Angeles, Cal., when he presented a bogus check 
for payment. Our detective agents’ Los Angeles representatives 
were called upon to aid in the arrest of this individual. Burns 
is now being held awaiting trial. 


BENJAMIN ZERO CAMERON, alias A. L. Cameron, alias 
Zero Carlton, alias J. C. Blackmer, alias J. E. Carter, was ar- 
rested by the local authorities in Parsons, Kan., bringing to a 
close a short and successful career of a worthless check oper- 
ator. Cameron is being held in Parsons awaiting trial. 


DAVID COOPER, who caused a member bank at Wilbur, 
Washington, to sustain a loss by forging the name of one of 
their depositors to a check, was arrested at Plum, Wash., by 
the sheriff of that county and our detective agents’ Spokane 
representative. He was returned to Wilbur for trial. 


JOHN DEAN and JIM BRADLEY were arrested after a 
revolver battle with the local authorities of Kansas City, Mo. 
They were positively identified by bank officials as participating 
in the hold-up of member banks in Buckner, Mo. Our detective 
agents’ Kansas City representatives who had been investigating 
this robbery aided in the identification. 


W. H. FIELDS, alias H. E. Mohr, was traced by our de- 
tective agents’ representatives along the Pacific Coast and 
finally located in San Diego, Cal., where he was placed 
under arrest. Fields is charged with defrauding a mem- 
ber bank in San Francisco, Cal. by the use of a forged 
check. He will be returned to San Francisco for trial. 


J. L. FIGG was arrested by the local authorities in Rich- 
mond, Va., charged with issuing bogus checks by which a 
member bank in Richmond was defrauded. 


MRS. STEPHEN GODA, after defrauding a member 
bank in Hartford, Conn., by means of a forged check, was 
located in Bridgeport, Conn., by our detective agents’ New 
York representatives and placed under arrest. The operator 
admitted her guilt. She was returned to Hartford and 
is now awaiting trial. 


NORMAN HALLENBECK, who defrauded a member 
bank in Westfield, N. J., was located in East Norwalk, 
Conn., through the efforts of our detective agents’ New 
York representatives. He returned to Westfield, where he 
was placed in jail to await trial. 


JOHN J. HARRINGTON, after defrauding a member 
bank in Dallas, Texas, by the use of a bogus check, was 
traced to New Orleans, La., where he was arrested by the 
local authorities on a similar charge. The operator will 
be returned to Dallas for trial. 


THOMAS HARRISON, operating with forged checks of 
the C. F. Mueller Company, Jersey City, N. J., was ar- 
rested in Chicago, Ill., by the local authorities. Harrison 
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defrauded many wholesale merchants in the New England 
States. He will be returned to Portland, Me., for trial. 


CLARENCE D. HOFF, alias Dudley. Hoff, after de- 
frauding a member bank in Hill City, Kans., was located 
in Augusta, Kans., and placed under arrest through the 
efforts of our detective agents’ Kansas City representa- 
tives. Hoff admitted his guilt to our agents when ques- 
tioned. He will be returned to Hill City for trial. 


ALBERT L. HOLLYWOOD, alias Richard F. Williams, 
was arrested in Bellingham, Wash., by the local authorities 
charged with attempted robbery. By the sending of finger- 
prints of this individual to various cities, the operator was 
identified as Hollywood, who was sought in connection with 
the hold-up of a member bank in Springfield, Mo. Holly- 
wood will be returned to Springfield after his release on 
the Bellingham charge. 


G. C. HUDSON. After a member bank in Commerce, 
Ga., had been defrauded, our detective agents’ Atlanta 
representatives were called upon to locate this operator. 
They located him in Honeapath, $. C., and he was placed 
under arrest. Hudson is now awaiting extradition to Com- 
merce for trial. 


OSCAR JOHNSON was arrested in Des Moines, Iowa, 
by the local authorities on a charge of issuing forged 
A member bank in Des Moines was defrauded 
The disposition of his case is given 


checks. 
through his operations. 
elsewhere in this issue. 


T D. LEWIS, using the aliases of O. E. Groom, T. A. 
Green, R. T. Miller, R. G. Murphy, was arrested in Black- 
well, Okla., by the local authorities. He defrauded sev- 
eral banks in Kansas by the use of forged checks. The 
operator will be returned to El Dorado, Kansas, for trial. 

Phe 4 

ED. LOCKHART, alias Dave Lockhart, Sam Lockhart 
and Mat Carlisle, were arrested by the local authorities at 
Sallisaw, Okla., as participating in the hold-up of a mem- 
ber bank at that point. Ed. Lockhart also aided in the 
hold-up of a member bank at Gore, Okla. The disposition 
of his case is given elsewhere in this issue. 


MRS. McCALLUM, alias Mrs. Mary Davis, was ar- 
rested in Portland, Ore., through the efforts of our de- 
tective agents’ Portland representatives. She defrauded 
a member bank of that city by the use of a forged check. 
The operator is at present awaiting trial. 


MARY MANDARICH, alias Mattie Prazan, who was 
successful in defrauding a member bank in Weeksbury, 
Ky., by the use of a forged check, was located by our 
detective agents’ Chicago representatives in Chicago, OM. 
and placed under arrest to await extradition to Weeksbury. 


HAMILTON MERRITT and WILLIAM CRUM were 
arrested by the local authorities after the robbery of a 
member bank in Winters, Cal. They were taken to Wood- 
land, Cal., where they are being held awaiting trial. 
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CHARLES G. MOLTER and CHARLES JOHNSON, 
negroes, were captured by the local authorities at Paola, 
Kans., after the hold-up of the Hillsdale State Bank, Hills- 
dale, Kans. The disposition of their case is given elsewhere 
in this issue. ' 


STELLA NOWINSKA was arrested in Newark, N. J., 
through the efforts of our detective agents’ New York 
representatives, after she had defrauded a member bank in 
that city by the use of a forged check. She is now being 
held, awaiting trial. 


ALEXANDER F. PATTERSON 


ALEXANDER FRANK PATTERSON, using such 
aliases as R. J. Patterson, J. H. McLaughlin, was arrested 
through the efforts of our detective agents’ Boston repre- 
sentatives in Boston, Mass. Patterson defrauded member 
banks in Boston by the use of forged checks. He is at 
present being held awaiting trial. 


CHARLOTTI PEDRO was reported to our detective 
agents’ Chicago representatives by a member bank in Chi- 
cago, Ill., as issuing a check bearing a forged endorse- 
ment. Our agents located the operator and she was im- 
mediately placed under arrest. Upon being questioned, 
she admitted the crime. 


TONY PONCIANO secured a check in his mail through 
error and later, having forged the endorsement, presented 
it at a member bank in Chico, Cal. The check was readily 
cashed. Our detective agents’ San Francisco representa- 
tives were called upon to investigate the case and they 
located the operator in Chico. He admitted his guilt. 
Ponciano was placed under arrest to await trial. 


LARRY REDING, alias J. Rodgers, was arrested 
through the efforts of our detective agents’ San Francisco 
representatives, aided by the local authorities, he having 
defrauded a member bank in San Francisco, Cal. On his 
way to jail Reding made an unsuccessful attempt to escape. 
He is held waiting trial. 


ADAM STECHER caused a member bank in Chicago, 
Ill., to sustain a loss by forging the signature of a de- 
positor. Our detective agents’ Chicago representatives who 
were called upon to investigate the case, located Stecher 
and he was placed under arrest. He is at present being 
held for trial. 
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AUGUSTUS STRACHAN, alias Gus Strachan, alias Matt 
Sullivan, presented a check bearing the signature of a 
depositor of a member bank in Los Angeles, Cal., which 
was readily recognized as a forgery. They detained the 
operator and called upon our detective agents’ Los Angeles 
representatives to assist in the arrest. He was placed 
under arrest and is now being held awaiting trial. 


FRANK YARNOT, a juvenile, forged the name of a 
depositor of a member bank of Great Falls, Montana, 
to several checks. An investigation made by our detec- 
tive agents’ Spokane representatives resulted in his ap- 
prehension. Yarnot is at present being held in Great 
Falls awaiting trial, 


REMOVED 
PORGERS,- ETC. 


Claw,.C. L.—Suspended sentence. 

Cooper, David—Suspended sentence. 

Davis, W. H.—Case non prossed. 

Hartl, John—1 year, probation. 

Johnson, Oscar—l year, Iowa- State Penitentiary, 
Madison, Iowa. 

Kendall, Thomas Norton—1l to 14 years, California State 

Prison, San Quentin, Calif, 
William—1 to 14 years, California State Prison, 
San Quentin, Calif. 

Lewis, J. R.—Case dismissed. 

Lock, Floyd—State Industrial School, Monroe, Wash. 

Lock, Harold—State Industrial School, Monroe, Wash. 

Luther, Ray—2 years, Federal Penitentiary, Atlanta, Ga. 

Mandarich, Mary—Discharged. Lack of prosecution. 

Martiboy, Catherine K.—Suspended sentence. 

Miller, Ray—California State Reformatory, Ione, 

Parmenter, Charles—Probation. 

Pinsky, Leo—Probation. 

Purple, Sam—3 to 14 years, Iowa State Reformatory, Ana- 
mosa, lowa. 

Rawls, Bill—l to 2 years, New Mexico State Penitentiary, 
Santa Fe, N. Mex. 

Ryan, James C.—Discharged. 

Ryan, L. O.—Discharged. 

Taylor, J. S—Forfeited bond. 


Fort 


Klopfer, 


Calif. 


BURGLARS AND HOLD-UP ROBBERS 


Johnson, Charles—10 to 21 years, Kansas State Penitentiary, 
Lansing, Kan. 

Klein, Mack—Probation. 

Lockhart, Ed.—20 years, Oklahoma State Penitentiary, Mc- 
Allister, Okla 
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Majors, Jay C.—10 to 21 years, Kansas State Penitentiary, 
Lansing, Kan. 


‘Molter, Charles G.—10 to 21 years, Kansas State Peniten- 


tiary, Lansing, Kan. 

Renard, Ray—Acquitted. 

Sampsel, Louis—1 year to life, California State Prison, San 
Quentin, Calif. 


$1,000 REWARD FOR RETURN OF STOLEN 
BONDS. 


A member bank in Valier, Mont., was burglarized on April 
18, 1923 and the following bonds stolen from the deposit box 
of Mr. and Mrs. M. E. Justice of Valier, Mont: 


Connecticut Valley Lumber Co. First Mortgage Gold Bonds Payable 
at the International pet Co., Boston, Mass.: 

No. C-39, Series B, $100, expires June 1, 19234 No. C-40, Series B, 
$100, penpiees June 1, 19235, No. D-49, Series C $500; No. D-50, Series 
C, $500; No. D-51, series $500; No. D-52, Series C $500; No. D535 
Series C , $500; No. D-54, ae ie: $500. The last six expire June 1, 
1924. 

Union Fuel Co. First Mortgage Bond purchased through O’Harra 
Farm Loan Co., Keokuk, Iowa, payable at the Central Trust Co., of 
Illinois, Chicago, Ill. No. D-111, Series A, $500, expires March 1, 1924. 

First Mortgage Farm Loan, Hancock County, iy ASEH, and Ella 
Rich, purchased through O’Harra Farm loan €o., Keokuk, Iowa, $700, 
expires March 1, 1928. 

Farm Loan Mortgage, Hancock County, IIl., 
O’Harra Farm Loan Co., Keokuk, Iowa. 

William Shannon, Nov. 18, 1921, $700, expires Nov. 18, 1926. 

Farm Loan Mortgage Gerhard G. Buss and wife, purchased through 
O’Harra Farm [oan @o., Keokuk, Iowa. No. 434-A, $2,000, expires 
March 1, 1927. 

Real Estate Note, May and E. J. Bishop, purchased through Keokuk 
Trust Co., Keokuk, Iowa. No. 1715, $600, expires Sept. 1, 1926. 

First Lien Coupon Real Estate Note, Emert C and Alcinda Hilbert, 
purchased through Keokuk Trust Co., Keokuk, Iowa. No. 1161, $1,000, 
expires Nov. 8, 1924. 

First Lien Coupon Real Estate Notes, Emert C. 
purchased through Keokuk Trust Co., Keokuk, 
$2,500, expires Nov. 8, 1924. 


purchased through 


and Alcinda Hilbert, 
Iowa. No. 1156, 


The following were included in the robbery, but are not ne- 
gotiable: Note and First Mortgage Farm Land, J. W. and 
Belle McCormack, Valier, Montana, #6508, $500; Standard 
Four Tire Co. Stock Certificate, Keokuk, Iowa; Royal Arcanum 
Life Insurance Certificate. 

Should any information be secured relative to these securi- 
ties, kindly communicate with Mr. or Mrs. Justice or this As- 
sociation immediately. 
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